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Abstract – The school‑to‑work‑transition in Italy suffers a number of critical issues. This paper 
documents the employment prospects of young Italians graduates during the economic recession 
(2008‑2014) and in the subsequent period of recovery (2015‑2017). The analysis, based on data 
from the European Labour Force Survey, focuses on the employment rate of recent graduates 
in the 20‑34 age group, an indicator adopted by Europe to monitor transitions from school to 
work. We distinguish temporary employment, and examine in parallel the employment rates 
of those beyond three years after graduation. Logit model estimations of the probability to be 
employed, accounting for educational attainment and time spent in the labour market, show that 
seniority did not provide significant protection during the crisis, and that tertiary graduates were 
less affected by the crisis than upper secondary graduates, and have benefited more from the  
recovery. An analysis of pseudo‑cohorts’ trajectories suggests no evidence of a scarring effect 
but, for upper secondary graduates only, the changes in temporary employment rates evoke 
cohort effects.
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H istorically, some European countries 
have been more successful than others 

in integrating young people into the labour 
market. Italy, with a remarkably long time to 
access a first job and one of the lowest youth 
employment rate in the European Union 
(EU), is an extreme example of the critical 
issues affecting the school‑to‑work transi‑
tion in Southern Europe. Disparities in the 
school‑to‑work transition and employment 
prospects after graduation across countries 
depend on the education and training system  
(study programs and orientation, path 
flexibility, etc.), the degree of integration 
between educational paths and the labour 
market (internships, apprenticeships, etc.) 
and labour market institutions (employment 
protection legislation, flexibility, etc.). In 
all these dimensions, Italy has been show‑
ing wide differences compared to many 
other EU countries for a long time. Besides 
“structural” aspects of the school‑to‑work  
transition, youth employment is highly sensi
tive to economic trends, and was affected by 
the global economic crisis of 2008 – how‑
ever with differences in magnitude and length 
across countries. The Italian economy was 
hit more than other OECD countries, and the 
recovery was somewhat slower and moderate  
(OECD, 2019a). In addition, a major (and 
much debated) reform of the labour market 
was initiated in 2014, with a number of legis
lative acts usually referred to collectively as 
the Jobs Act. The past decade in Italy was then 
characterized by a crisis, a modest recovery,  
and a labour market reform. How have the 
employment prospects of young Italians 
changed in this context? Can we sort out 
between age, period and generation effects? 
We address these questions by examining 
recent graduates’ employment rates in Italy 
over a period of recession (2008‑2014) and a 
period of recovery (2014‑2017).

Young people’s disadvantages when entering 
the labour market are well known, and can 
be summarized as follows: Firstly, and inde‑
pendently from the condition of the labor 
market, despite their education level on 
average higher than that of the population 
already employed, young graduates lack 
work experience, and suffer an “experience 
gap”, as termed by e.g. Pastore (2015). Bell 
& Blanchflower (2015) note that this lack of 
work experience may generate an experience 
trap, when firms are in search for experienced 
workers, which prevents young people from 
gaining the work experience that firms require. 

Secondly, whether because they are more often 
working in temporary jobs or because they are 
the “last in”, they are more likely to be the first 
out if the economy slows down. This is why 
young people’s employment has been found 
the most vulnerable segment in the labour 
market in many European countries (Brada  
& Signorelli, 2012). Regarding the context 
of labour market entry, the contributions 
of school‑to‑work transition processes and 
labour market institutions to young people’s 
integration in employment have been exten‑
sively analyzed (e.g., Ryan, 2001; Quintini 
et al., 2007; Quintini & Manfredi, 2009; van 
der Velden & Wolbers, 2008; Barbieri et al., 
2018). Ryan (2001) examined in particular the 
impact of employment protection legislation in 
general vs. special programs aimed at young 
people. He concluded that deregulation could 
contribute to a less uneven distribution of 
unemployment, while specific programs could 
have the effect of replacing regular employ‑
ment with insecure jobs, making all young 
workers worse off. Other aspects of labour 
market institutions have been much debated. 
One is the role of temporary employment, high‑
lighted since the 1990s as a means to provide 
young people with the work experience they 
need and shorten the average duration of unem‑
ployment (OECD, 1994; Krugman, 1994). 
However, temporary contracts do not allow 
young people to accumulate specific human 
capital, and their effect on youth employment 
rate are different depending of the context, as 
shown from a comparison between Europe 
and the United‑States (Quintini & Manfredi, 
2009). More generally, several studies show 
that deregulating temporary employment does 
not reduce unemployment (Noelke, 2016), or 
that it does so but at the price of a deteriora‑
tion in job quality (Goffette & Véro, 2015) 
or at the price of increased job instability 
(e.g. in Spain, cf. Ianelli & Soro‑Bonmati, 
2003). It is also debated whether temporary 
jobs are stepping‑stones (Booth et al., 2002; 
Scherer, 2004), with some works underlining 
the risk of entrapment in temporary jobs 
(Barbieri et al., 2019). For some authors, a 
reduction in the protection afforded to perma‑
nent workers would contribute to reduce the 
inequality between insiders and outsiders  
(Gebel & Giesecke, 2016; Passaretta & 
Wolbers, 2016). Finally, another strand of 
literature has investigated more specifically 
the impact of recessions on youth labor market 
outcomes and the long‑term effects of having 
entered the labor market in bad times, high‑
lighting the risks of scarring effects and “lost 
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generations” (e.g. Scarpetta et al., 2010; Gaini 
et al., 2013).1

Youth employment prospects can be approached 
through various indicators: the unemployment 
rate, the employment rate, the NEET rate 
(share of youth not in education, employment 
or training), and youth to adults unemployment 
rate. In this paper, we focus on the employment 
rate of recent graduates who are not in education 
or training, one of eight benchmarks of the EU 
2020 strategic framework for European coop‑
eration in education and training (ET20202), 
which set four strategies objectives, amongst 
which “Improving the quality and efficiency of 
education and training” (Council of the European 
Union, 2009). The indicator on recent graduates’ 
employment rate was developed as a proxy for 
youth employability (for details, see Garrouste, 
2011; Boeteng et al., 2011; Arjona Perez et al., 
2010a; 2010b).

More precisely, the indicator, based on data from 
the European Labour Force Survey, measures the 
share of employed upper secondary and tertiary 
graduates (20‑34 year‑olds) amongst graduates 
who have left education or training 1 to 3 years 
before the reference year, and are not enrolled in 
any further education and training programmes. 
The target for 2020 was set at 82%3 (Council 
of the European Union, 2012). The indicator 
has been used in particular to analyse the deter‑
minants of young graduates’ employability in 
Europe (Garrouste & Rodrigues, 2012; 2014), 
and then for analyses to set the future employ‑
ability benchmark of the European indicator 
under ET2025 (Suta et al., 2018).4

The analysis of the indicator is of particular 
interest in the case of Italy, where the share of 
young people not in education, employment, or 
training (NEET) has been an increasing concern 
(ISTAT, 2018; 2010). This indicator will be used 
throughout the paper.

In complement, we will apply the same indicator 
to less recent graduates, i.e. who have graduated 
for over three years (in the same age group).5 
Therefore, the analysis takes into account several 
cohorts of graduates and the joint use of the indi‑
cator for recent and less recent graduates allows 
to observe the entire group of young people no 
longer in education and training. We also distin‑
guish temporary employment, particularly given 
that during the observed period Italy introduced 
a labour market reform with a potentially signif‑
icant effect on temporary employment (infra).

Using these indicators, we document the 
changes in young upper secondary and tertiary 

graduates’ employment during the crisis and 
whether their seniority into the labour market 
protected or penalized them in the economic 
downturn. We examine the association between 
the temporary employment trend and the 
introduction of the Italian Jobs Act in 2014. 
Moreover, we investigate a generation effect 
and explore the possible existence of a scarring 
effect due to unfavourable economic conditions 
at the time of entry in the labour market through 
a pseudo‑panel analysis.

The rest of the article begins with a brief 
overview of the Italian context regarding the 
school‑to‑work transition, the 2014 labour 
market reform, and the Italian‑EU gap in youth 
employment rate over the period analysed. The 
second section examines the changes in young 
graduates’ employment rates, and the third 
section examines the trajectories of generations 
of graduates from 2005 to 2017.

1. The Italian Case
The financial crisis of 2008 had a dramatic 
impact on the Italian economy, its main effects 
being a reduction in Gross Domestic Product 
(GDP), a loss of jobs, and a reduction in produc‑
tive capacity. Over the observed period, Italian 
GDP dropped by 7.1% and the country’s produc‑
tive capacity fell by 25% (OECD, 2019b). Over 
the same period, the Italian unemployment rate 
nearly doubled, from 6.7% in 2008 to 12.7% 
in 2014. Regarding school‑to‑work transitions, 

1.  During the economic crisis, debates on the ‘scarring effect’ and con‑
cerns expressed in that respect prompted the Council of the European 
Union to issue a Recommendation, calling the Member States for the 
implementation of measures to boost the integration of young generations 
into the labour market, the so‑called “Youth Guarantee” (cf. Council of the 
European Union, April 2013).
2.  See https://ec.europa.eu/eurostat/web/education‑and‑training/eu‑ 
benchmarks
3.  “By 2020, the share of employed graduates (20‑34 year olds) having left 
education and training no more than three years before the reference year 
should be at least 82% (as compared to 76.5% in 2010)” (Council of the 
European Union, 2012). The indicator is one of the key figures presented 
in the annual publication of the European Commission on Education and 
Training Monitor (https://ec.europa.eu/education/policy/strategic-framework/ 
et-monitor_en); it has also been periodically analyzed by the Italian National 
Institute of Statistic (ISTAT, 2019c; 2018; 2014; 2013). 
4.  Other European comparisons of the school‑to‑work transition have used 
longitudinal data from EU‑SILC (Berloffa et al., 2015; Carcillo et al., 2015). 
However, the use of EU‑SILC data for labour market analysis of cohorts of 
graduates is limited by excessively small sample size. Other studies have 
used data from two ad hoc surveys carried out within the framework of 
the European Labour Force Survey, in the years 2000 and 2009 (Kogan & 
Muller 2003; Passaretta & Wolbers, 2016).
5.  In this age group (20‑34 years), the percentage of graduates who com‑
pleted their education more than three years before is much higher among 
upper secondary graduates than among tertiary graduates (85.0% com‑
pared with 59.9%). Another part consists of upper secondary and tertiary 
graduates not in education or training, who graduated 1‑3 years before: 
14.2% and 33.8% respectively. A remaining part graduated less than one 
year before: 0.9% and 6.3% respectively. In Italy, among young graduates, 
less than one in three were still in education or training in 2017: 30.6% of 
those with an upper secondary school diploma and 31.7% of those with a 
higher education degree.

https://ec.europa.eu/eurostat/web/education-and-training/eu-benchmarks
https://ec.europa.eu/eurostat/web/education-and-training/eu-benchmarks
https://ec.europa.eu/education/policy/strategic-framework/et-monitor_en
https://ec.europa.eu/education/policy/strategic-framework/et-monitor_en
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comparative studies have, for a long time, singled 
out Italy within a Mediterranean cluster charac‑
terized by low youth employment and activity 
rates, significantly high unemployment rate and 
a slow process to access employment. Despite 
a major labour market reform in 2014 (the Jobs 
Act), the Italian young graduates employment 
rate remains the lowest of the EU28 (just after 
Greece), and lower than in 2008. This section 
briefly presents this context.

1.1. School‑to‑work Transition

Italy is a typical example of the critical issues 
affecting the school‑to‑work transition in 
Southern Europe, suffering from a remarkably 
long period of transition (Pastore, 2017), longer 
than the European average (EUROSTAT, 2012), 
and rising: from around 3.5 years in 2006, the 
mean duration of school‑to‑work transition 
reached around 5.5 years in 2017 (Pastore et al., 
2020). Compared to European non‑Mediter
ranean countries, Italy is characterized by 
a historically low (albeit rising) proportion 
of tertiary graduates (‑16 percentage points, 
cf. OECD, 2017), huge regional discrepancies, 
a major role of family structure to support young 
people (the ‘famiglia lunga’ model, cf. Cicchelli 
& Merico, 2007; see also Barbieri et al., 2015 
and Berfolla et al., 2016), and a rigid education 
system weakly connected to the labour market. 
The system is struggling to provide young 
people with the work experience they need, to 
develop general and job‑related competences, 
and delays the labor market entry for a large 
number of individuals who enroll at the univer‑
sity. On the other hand, the share of people with 
a tertiary degree in the 30‑34 age group is around 
25%, well below the EU‑28 (around 40%).  
The education and training system leaves most 
of the experience of work to after graduation, 
an almost direct opposite of the so‑called “dual” 
system which increases early employment rates 
(Muller & Gangl, 2003), and allows a better 
matching of education with labour market demand 
(Ryan, 2001 ‑ who also notes that the effects are 
less clear on long‑term employment outcomes).6

Furthermore, the school‑to‑work transition is 
affected by a labour market characterized by 
strong protection of permanent workers, based 
on national collective agreements, and weak 
protection of temporary employees (OECD, 
2010). Since the early 90s, a number of flexible 
forms of employment and related salary pack‑
ages was introduced, aimed to support both 
competitiveness of the Italian industry and entry 
of young people into the labour market (Pastore, 
2017). Nevertheless, Italian youth labour 

market indicators did not improve significantly: 
compared to other European countries, youth 
employment and activity rates have remained 
low, and their unemployment rates have been 
significantly high (Iannelli & Soro‑Bonmati, 
2003). The percentage of young NEET, and the 
persistence in this status has been markedly high 
(Quintini et al., 2007). Moreover, the recovery 
after the 2008 crisis, less marked in Italy than in 
other European countries, has also had a different 
impact on the school‑to‑work transition (ISTAT, 
2019a; Cascioli, 2016).

1.2. The Jobs Act

Following other labour market reforms (the 
previous one being the “Fornero” reform of  
2012, see Tiraboschi, 2012) the Italian govern‑
ment initiated in 2014 another major labor market 
reform, aimed to increase employment, help 
re‑launching growth, and reduce the dualism of 
the labour market between workers employed 
on indefinite contracts and those employed in 
“atypical” contracts by encouraging employers’ 
to offer permanent jobs.

The reform resulted in a number of legislative 
acts usually referred to collectively as the Jobs 
Act.7 Decree Law no. 34 of 20 March 2014 (the 
Poletti Decree) was the first part of the Jobs Act. 
It reviewed the legislative framework governing 
temporary contracts and apprenticeships. It 
allowed an increase in the number of times 
an employment contract could be renewed, 
as well as the maximum overall duration of 
such contracts, and it reduced the number of 
circumstances required (causalità) to justify 
a temporary contract. This was followed by 
Italian Law no. 183/2014, passed in December 
2014, which modified the legal framework 
for permanent employment protection and 
the use of atypical contracts. This law paved 
the way for eight legislative decrees, adopted 
up to September 2015, including: Legislative 
Decree no. 23 of 4 March 2015 repealing 
workers’ reinstatement rights (Article 18 of 
the Statute of Workers), in cases of dismissal 
without just cause in companies with more than 
15 employees, and introducing a new type of 
permanent employment contract (applying 
only to new hires) characterized by increasing 
dismissal costs based on workers’ seniority; 
Legislative Decree no. 81 of 15 June 2015, 

6.  In 2015, a reform of the education and training system (Law 107‑2015, 
known as “The Good School”) revived the Alternanza scuola lavoro (ASL) – a 
system allowing alternating between school and practical work experience.
7.  All the documentation is downloadable from the Italian Ministry of 
Labour website: http://www.jobsact.lavoro.gov.it/documentazione/Pagine/
default.aspx.

http://www.jobsact.lavoro.gov.it/documentazione/Pagine/default.aspx
http://www.jobsact.lavoro.gov.it/documentazione/Pagine/default.aspx
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restricting the use of atypical contracts and 
eliminating some of them (such as the contratto 
di collaborazione coordinata e continuativa a 
progetto, a type of project‑based – hence tempo‑
rary – employment contract).

The government backed up these reforms by 
fiscal incentives to encourage employers to offer 
new permanent contracts, through temporary and 
dwindling national insurance contributions cuts: 
a three‑year total exemption period for national 
insurance contributions (Legge di Stabilità 2015, 
i.e. an Italian budget law); this was changed by 
the Legge di Stabilità 2016, to a 40% exemption 
for a period of two years, and also limited to 
a territorially‑defined program, the so‑called 
Employment for the South, by the Legge di 
Stabilità 2017.

1.3. The Italian‑European Gap  
in Young Graduates Employment Rates

The Italian‑European gap in youth employ‑
ment rate was already substantial prior to the 

economic crisis: in 2008, the employment rate 
of Italian recent graduates (having left education 
and training 1‑3 years before) was around 65%, 
17 points lower than the European average, 
slightly higher than in the early 2000s. With 
the downturn, the employment rate of recent 
Italian graduates dropped by 20 points in six 
years, almost doubling the gap (Figure I). The 
trend reversed after 2014, with the employment 
rate rising by about 10 points, yet without 
returning to its pre‑crisis level. The gap is less 
pronounced for graduates with greater labour 
market seniority (those having graduated since 
more than three years).

This comparison also highlights that the 
school‑to‑work transition can be considered to 
be completed three years after leaving education 
in the EU on average, whereas it takes a much 
longer time in Italy. By education level, the 
decrease in the Italian youth employment rate 
is observed for both upper secondary and tertiary 
recent (1‑3 years) graduates (Figure II‑A). The 
crisis has also widened the gap in employment 
rates between upper secondary and tertiary grad‑
uates and this gap remains a long way off its 
pre‑crisis level, while it remained substantially 
unchanged at EU level.

For less recent graduates, the initial Italian‑ 
European gaps in youth employment rates are 
much less pronounced, but again the economic 
crisis had a greater impact in Italy, with almost 
no recovery for upper secondary graduates 
(Figure II‑B). All in all, the Italian‑European 
youth employment gaps, between recent or 
less recent graduates as well as between upper 
secondary or tertiary graduates, already substan‑
tial in 2008, have become and remain wider than 
before the crisis.

Figure I – Employment rates of graduates aged 
20‑34 having left education and training

0
10
20
30
40
50
60
70
80
90

100

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

EU28 1-3 years EU28 > years
Italy 1-3 years Italy > years

Sources: European Labour Force Survey.

Figure II – Employment rates of graduates aged 20‑34 having left education and training  
by educational attainment

A – 1-3 years since graduation B – > 3 years since graduation
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2. Empirical Analysis of the Changes 
in Graduates Employment Prospects
In this section, we focus on the impact of the 
period of entry (economic crisis/recovery) on the 
employment prospects of graduates, according 
to the length of time since graduation (i.e. their 
seniority in the labour market, proxied by the 
time since graduation).

We use multivariate logistic models to estimate 
the conditional distribution of the probability of 
being employed for upper‑secondary graduates 
and tertiary graduates. We control for gender, 
geographical area (North, Center and South) and 
citizenship (Italian, foreign); we also control for 
the type of diploma of upper‑secondary grad‑
uates (general, technical, vocational, three‑year 
vocational qualification) and for the main field 
of study of tertiary graduates’ university degree 
(humanities, social sciences and law, technical‑ 
scientific). The models are estimated for 
subgroups of graduates broken down according 
to the number of years since graduation – i.e. of 
presence (or seniority) in the labour market (up to 
three years, over three years, the latter refined by 
spans of three years since graduation: 4‑6 years, 
7‑9 years, and over 9 years). We consider the joint 
populations of graduates from years 2008 and 
2014, and years 2014 and 2017, and estimate the 
odds ratios (thereafter OR) of employment and 
temporary employment in 2014 vs. 2008 (crisis), 
then in 2017 vs. 2014 (recovery).

Among recent upper secondary graduates, 
employment opportunities in 2014 were reduced 
to about one third (OR 0.371) of their level in 
2008 (Figure III). Among their peers out of 
education for more than three years, employment 

prospects were “only” halved (OR 0.507). 
This clearly confirms that recent graduates are  
penalized the most by cyclical downturns. 
However, the impact of the crisis on employment 
prospects was only slightly lower for those who 
had been in the labour market the longest. This 
holds true for young people observed in 2014 
who had left school 4‑6 years before, and who 
had begun their transition from school to work 
during the economic crisis, as well as for those 
who in 2014 had left education more than six 
years before, and who have been exposed to 
the pre‑crisis positive economic situation for a 
certain period of time (Figure III). This suggests 
that seniority in the labour market has not  
significantly protected young people from the 
negative impact of the economic crisis.8

The factors accounting for the higher “reac‑
tivity” of young people’s probability of being 
employed include the high proportion of tempo‑
rary contracts (allowing to reduce the number of 
employees simply by not retaining people at the 
end of these contracts). So the higher business‑ 
cycle sensitivity observed also among young 
Italian graduates with greater labour‑market 
seniority would also be accounted for by the 
slower transition from temporary to perma‑
nent jobs that typifies employment in Italy.9 10

8.  In other countries, the sensitivity to the economy cycle decreases more 
quickly as labour market seniority increases; e.g. in France it becomes rela‑
tively weak from the fifth year of seniority onwards (Fondeur & Minni, 2004).
9.  OECD, 2008.
10.  In Italy the overall incidence of temporary jobs is higher than the one 
calculated on employees only; this is due to the widespread phenomenon 
of hidden self‑employment among young people, that is, self‑employed 
workers providing services to a single work provider in a continuous man‑
ner, hence acting as de facto employees (OECD, 2010). Moreover, the 
contracts often governing these employment relationships are generally of 
a rather limited duration.

Figure III – Upper secondary graduates (aged 20‑34). Change in the probability of being employed  
in 2014 vs. 2008, and in 2017 vs. 2014 (odds ratios, multivariate logistic models)
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The economic recovery had a considerable posi‑
tive impact on the employment prospects of recent 
upper secondary graduates: compared to their 
peers in 2014, their employment prospects were 
higher by 50% (OR 1.54). Even those graduates 
who had been out of education 4‑6 years before 
had a greater chance of being employed than their 
peers with the same level of seniority in 2014 
(Figure IV). The former, despite the fact that 
entered the labour market close to 2014, which 
was the most critical moment for entry into the 
labour market (see also Figure VII below), have 
recovered thanks to the economic upturn, and their 
employment prospects 4‑6 years after leaving 
education were greater than those of their peers 
who entered the labour market around 2011. On 
the other hand, in 2017, the employment prospects 
of those who had left education more than six 
years before were similar to those with the same 
seniority in 2014.11 This result shows once again 
that the crisis had the greatest impact on young 
graduates with a shorter experience on the labour 
market; however, they were also the ones who 
benefited the most from the subsequent economic 
upturn. The dynamic during the recovery, strongly 
related to labour market seniority, is dissimilar 
to that during the crisis, where the changes were 
more even among upper secondary graduates, 
regardless of the length of time since graduation.

The results also show a sudden, substantial 
reduction in the employment prospects of 
tertiary graduates: from the beginning of the 
crisis up until 2014, the employment opportu‑
nities of recent graduates were more than halved 
(OR 0.436) while it was slightly less than halved 
among less recent graduates (OR 0.571).

In the latter three‑year period examined above, 
those having benefitted the most of the period of 

recovery were the most recent tertiary graduates, 
with an increase in employment probability of 
50%, which is similar to what has been estimated 
for upper secondary graduates. On the other 
hand, differently from upper secondary gradu‑
ates, less recent graduates also had significantly 
better job prospects in 2017 than their peers in 
2014; this holds true in particular for those who 
had left university 4‑6 years before (OR 1.355) 
and 7‑9 years before (OR 1.288).12 Hence, the 
economic upturn affected tertiary graduates in 
a more homogeneous manner, regardless of 
their seniority in the labour market. In general, 
especially with regard to graduates with greater 
seniority, tertiary graduates appeared relatively 
more protected during the crisis, and more 
favoured during the economic upturn, than upper 
secondary graduates.

The younger generations are those most involved 
in temporary work (as fixed‑term employees and 
project workers). In 2017, of those young people 
no longer in education and training, 28.5% of 
upper secondary graduates and 29.5% of tertiary 
graduates were working in temporary jobs. 
Moreover, although the incidence of temporary 
employment usually decreases over time, the 
proportion of young workers employed on such 
contracts remains remarkable even after several 
years have elapsed.13

11.  However, there was also a favourable impact of the economic upturn 
for young people with higher labour market seniority. In fact, some of the 
graduates observed in 2017 who had finished their education over six 
years before, entered the labour market during the economic crisis – at 
a time of very low entry employment rates – while their peers observed in 
2014 had benefited from the pre‑crisis labour market with higher employ‑
ment rates.
12.  The results for tertiary graduates who graduated more than nine years 
previously, are not very reliable due to the limited number of such cases.
13.  See above: Trajectories for generations of entrants into the labour 
market.

Figure IV – Tertiary graduates (aged 20‑34). Change in the probability of being employed in 2014 vs. 2008, 
and in 2017 vs. 2014 (odds ratios, multivariate logistic models)
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Comparing cohorts of young people with same 
labour market seniority during the crisis period 
and in the period of economic recovery provides 
an insight into how temporary employment 
evolves over time. Between 2008 and 2014, 
there was a sharp increase in the share of tempo‑
rary employment among those upper secondary  
graduates who had finished their education 
1‑3 years before: the probability of finding a 
temporary job almost doubled during that period 
(OR 1.858) (Figure V). Lower, albeit important, 
was also the increase in temporary jobs, esti‑
mated around 50% among the young people who 
were out of studies for a longer time (OR 1.495). 
This seems to have particularly affected those 
who had graduated 4‑6 years earlier. As already 
mentioned, those who, in 2014, had left school 
4‑6 years before entered the labour market 
during the crisis, at the same time as those who 
had graduated more recently.

The persistence of weak labour demand, 
together with the uncertainty that characterized 
the lengthy economic crisis has inevitably led 
to people being hired on temporary contracts; 
moreover, due also to the legislation governing 
the renewal and maximum duration of temporary 
contracts, young people who had been in the 
labour market for a shorter period were the ones 
most likely to end up in temporary jobs.

In the 2015‑2017 period, the significant increase 
in the probability of being employmed among 
recent upper secondary graduates, and less recent 
graduates (having left school since 4‑6 years) 
was not associated with an increase in temporary 

employment. This is a rather unexpected result: 
generally, temporary contracts are the quickest 
way to respond to increasing labour demand, 
thus adapting labour input to the cyclical 
movements of production, but also showing 
the persistence of a certain degree of insecu‑
rity about the enduring nature of the upturn 
– and, as mentioned earlier, the contraction of 
economic activity was only partially reversed 
between 2014 and 2017. Under these conditions, 
companies’ strategies are usually very cautious 
and designed to implement easy‑to‑terminate 
short‑term contracts while observing whether 
there is a true turnaround rather than a purely 
temporary improvement (Dell’Aringa et al., 
2018). Moreover, the first law of the Jobs Act 
(Decree Law no. 34 of 20 March 2014) aimed to 
encourage temporary hiring by simplifying the 
applicable rules. However, other parts of the Jobs 
Act introducing flexible termination of permanent 
contracts and incentives to employers to offer 
permanent employment – in the form of reduced 
employers’ social contributions14 – prevailed.

14.  A recent paper, interpreting data published by the National Social 
Security Institution (INPS), identifies the Jobs Act and the related fiscal 
incentives as of the reasons for the substantial increase in the number of 
new permanent contracts, partly resulting from the transformation of previ‑
ous temporary contracts, and partly the outcome of firms deciding to hire 
new employees in advance in order to qualify for the incentives (Leonardi 
& Nannicini, 2016). Another study, available on the INPS website, esti‑
mates the specific positive effect of the new type of permanent contract 
with increasing dismissal costs in proportion to seniority, introduced by the 
Jobs Act, pointing out that the expected increase in hiring was higher than 
the increase in layoffs (Boeri & Garibaldi, 2018). A recent study would seem 
to indicate that the increase in permanent contracts has been more the 
effect of the reduction in contributions than of the flexibility introduced by 
the “Jobs Act” (reducing firing costs and rendering them less uncertain) 
(Sestito, 2016).

Figure V – Upper secondary graduates (aged 20‑34) and employed.  
Change in the probability of being employed in a temporary job in 2014 vs. 2008, and in 2017 vs. 2014  

(odds ratios, multivariate logistic models)
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This analysis still seems consistent with recent 
reports finding that the reforms aimed at encour‑
aging the use of permanent contracts have had a 
significant impact on both contract transforma‑
tion and new hiring (Sestito & Viviano, 2016; 
Leonardi & Nannicini, 2016); yet, they had a 
greater impact on the hiring of young people on 
permanent contracts in their first job, than on the 
transformation of existing temporary contracts 
into permanent contracts (INPS, 2016).

One exception is the case of the less recent 
upper secondary graduates (out of education 
for over six years): in 2017 their employment 
prospects were similar as those of their peers 
in 2014, but with a greater share of temporary 
jobs. The Jobs Act and cuts in employers’ contri‑
butions then do not seem to have fostered the 
provision of permanent contracts to these young 
people. Given that tertiary graduates have not 
been penalized in the same manner (in terms of 
both the quantity and quality of employment), 
the peculiar dynamic of upper secondary grad‑
uates may be seen as a consequence and sign 
of the rapid obsolescence (and consequent lack 
of appeal) of upper secondary qualifications. 
This result further suggests the existence of an 
entrapment effect in “bad” jobs in a secondary 
market: in a segmented labour market the flow 
between the two sectors is more limited for upper 
secondary graduates.

Among tertiary graduates, temporary employ‑
ment increased to a lesser degree during the 
crisis, in general affecting only the most 
recently entered in the labour market (OR 1.292) 
(Figure VI). In the years from 2014 to 2017, both 

those recent tertiary graduates, and those having 
graduated for a longer time (for whom there was 
a significant increase in employment prospects 
as mentioned above) saw a slight reduction 
in the risk of temporary employment. The 
Jobs Act, together with the cuts in employers’ 
contributions in the period 2005‑2016 aimed to 
foster permanent employment, have certainly 
played a part in this outcome. The impact of 
education on job prospects is also clear however: 
tertiary graduates were better protected during 
the crisis and were favoured to a greater extent 
by the economic upturn. Labour demand, also 
supported by recent changes in the production 
system, would seem to indicate that employers 
have become more interested in hiring young 
tertiary graduates, and in offering them perma‑
nent contracts more frequently.

This can be explained by a growing polarization 
of the Italian labour market, as in several other 
countries, driven by technological progress and 
globalization, and unfavourable to medium‑ 
skilled jobs.15 However, polarization in Italy 
is different from that in other countries, since 
the highly qualified segment of employment is 
growing at a slower rate (OECD, 2019c). Given 
the expansive dynamic of tertiary education 
in Italy in recent decades (ISTAT, 2018), it is 
possible that we are observing the result of the 
unavoidable competition between graduates 
with different levels of educational achieve‑
ment. In particular, given the limited demand 

15.  The share of medium‑skilled jobs has significantly decreased com‑
pared to high‑and low‑skilled occupations (OECD, 2019c).

Figure VI – Tertiary graduates (aged 20‑34) and employed. Change in the probability of being employed  
in a temporary job in 2014 vs. 2008, and in 2017 vs. 2014 (odds ratios, multivariate logistic models)
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of highly qualified occupation, jobs done by 
upper secondary graduates could be taken by 
people with higher educational qualifications, 
resulting in the crowding‑out of the least quali‑
fied, and their transition towards unemployment, 
unstable employment or less qualified jobs.16 In 
turn, this may result in an issue of downgrading 
occupation: while the better educated seem to 
access more easily permanent jobs, these jobs 
could be inadequate to their level of education 
(see ISTAT, 2019b).

Finally, the trend in temporary contracts displays 
a clear discontinuity over the latter three years: 
after the strong decline in the share of temporary 
jobs among upper secondary and tertiary recent 
graduates in the 2015‑2016 period (‑4.6 and 
‑7.7 points, respectively), that share increases in 
2017 (+4.7 and +4.2, respectively).17 A similar, 
albeit less pronounced, trend was also observed 
among less recent graduates. It is difficult not 
to link this trend with the termination of the 
de‑contribution scheme for permanent employ‑
ment contracts; expectations of new benefits for 
the permanent employment of young people in 
the 2018 budget law also played a role.18 This 
would suggest that the recent review of the 
legislative framework governing temporary 
employment has not at all reduced recourse to 
temporary contracts, since the termination of 
incentives to companies offering permanent 
employment contracts or transforming existing 
temporary contracts into permanent ones, has 
led to an increase in recourse to temporary 
contracts once again.

3. Trajectories of Generations  
of Entrants into the Labour Market
We now turn to an analysis of the trajectories of 
graduates through the employment rate of pseu‑
do‑cohorts over time: the “2008” cohort, aged 
20‑34 and in its 1st to 3rd year after graduation 
in 2008, aged 21‑35 and in its 2nd to 4th year 
after graduation in 2009, etc., and we repeat 
the construction for previous and subsequent 
cohorts (with, of course, a shorter window of 
observation for the latter). Their trajectory, in 
terms of employment rate, is represented using 
a Lexis diagram, which allows highlighting 
period and generation or cohort effects, that is, 
the effect of experiencing the same events at the 
same time since leaving school.19 As previously, 
we distinguish between upper secondary and 
tertiary graduates, and we also examine the rate 
of temporary employment.

Figure VII‑A represents the employment rates for 
each cohort of recent upper secondary graduates 

during the period 2005‑2017, and their evolution 
in the following years. The curves show a high 
degree of variability in the employment rate 
upon entry into the labour market, and a high 
level of sensitivity to the economic cycle during 
this phase. The curves show a more or less rapid 
increase in employment rates, depending on the 
economic conditions that each cohort experi‑
ences at the point of entry, and in the following 
years. In particular, the figure shows that from 
2008 to 2014 – a period of unfavorable economic 
circumstances – the employment rates of the 
upper secondary graduates cohorts progres‑
sively decreased (from 60% to 38%), the curves 
showing a very slow increase, or in some cases 
even a fall. Even several years later – also as a  
result of the length of the economic crisis – a 
difference in the curve’s levels between cohorts 
entering the labour market before the crisis 
and those entering during the crisis, remains. 
However, in more recent years, characterized 
by an economic upturn, the employment rates 
increased rapidly also for the older cohorts. 
Therefore, besides a clear period effect, there 
are also signs of a cohort effect, albeit only 
for reduced seniority. The worst labour market 
conditions at the time of entry and/or in the 
years immediately thereafter, do not seem to 
have penalized the employment path of young 
graduates in the long‑term, hence the possibility 
of a scarring effect due to adverse economic 
conditions at entry is not corroborated by the 
analysed data.

The picture is slightly different for tertiary grad‑
uates (Figure VII‑B). For the cohorts entering 
the labour market during the economic crisis, the 
curves only get closer to the ones of those who 
were already out of education before the crisis 
struck (i.e. around 7‑9 years after graduation). 
In the latter years, the employment rate curves 
per generation tend to converge more, which 
would suggest that the economic upturn has 
helped to further reduce the original disadvan‑
tage of those entering the labour market during 

16.  See Iannelli & Soro‑Bonmati, 2003. The article compares the Italian 
and Spanish school‑to‑work transition approximately two decades ago. The 
authors attribute the greater disadvantage of Spain’s low‑educated young 
people compared to those of Italy to the faster expansion of tertiary educa‑
tion in Spain during that period.
17.  In 2017, the positive trend of the employement rate of recent gradu‑
ates saw a slight slowdown after two years of strong growth (cf. Figure II).
18.  Recent total employment figures (ISTAT, 2019) also seem to confirm 
this trend, with a sharp decrease in permanent contracts in 2017 and 
a corresponding growth in the numbers of people hired on temporary  
contracts.
19.  This approach, based on the construction of pseudo‑panels, was 
used for example by Fondeur & Minni (2004) and Jugnot & Minni (2018). 
Fondeur & Minni, analysing youth employment in France over a long period 
(1975‑2001), found that the economic cycle affects young people’s inte‑
gration in the labour market as a period effect, but does not engender a 
generation effect.
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the crisis. In summary, only a period effect is 
evident, there being no evidence of any cohort 
effect or scarring effect. These results are similar 
to those of Junot & Minni (2018), who analyse 
the same economic period in France. However, 
some differences remain: when the economic 
situation improves, the trajectories of the French 
generations converge, whereas the Italian ones 
only get closer; this suggests that, in Italy, sensi‑
tivity to the economy downturn decreases less 
quickly with increasing labour market seniority.

As regards upper secondary graduates, the 
share of new entrants (1‑3 years after having 
left the school) employed in temporary jobs has 

increased over the years, with the only reduction 
being that seen in 2016 (Figure VIII). The slope 
of the curves differs from one cohort to the next 
due to the high sensitivity of temporary employ‑
ment to the economic cycle; however, there is 
also an evident structural slowdown in the curves 
per generation. In fact, unlike what was observed 
for the employment rate, differences between 
generations persist throughout the period of 
observation: the curves do not overlap, and 
each successive generation has a smaller share 
of stable work than the previous one. It seems 
that an effect independent of the economic cycle 
exists, with new cohorts persisting in temporary 
employment to a greater extent than previous 

Figure VII – Employment rates of cohorts
A – Upper secondary graduates who completed their education 1 to 3 years earlier (cohorts 2005-2017)

B – Tertiary graduates who completed their education 1 to 3 years earlier (cohorts 2005-2017)
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cohorts over time.20 Therefore, we cannot refer 
to a scarring effect, in the sense that rather than 
long lasting traces left on professional trajec‑
tories by an economic downturn, this seems to 
reflect structural changes in the labour market; 
this would rather evoke a cohort effect, and an 
“entrapment effect” (Barbieri & Scherer, 2009, 
and Barbieri et al., 2019).

Unlike upper secondary graduates, tertiary 
graduates’ curves by cohort show a much less 
evident period effect and no clear cohort effect: 
for example, 7‑9 years after leaving school, 
respectively in 2011, 2014 and 2017, the share of 
young people of the 2005, 2008 and 2011 cohorts 

in temporary jobs remains rather similar: 15%, 
17.0% and 16%, respectively (Figure VIII‑B).

Overall, a period effect is obvious for employ‑
ment for all, but more marked for upper secondary 
graduates, together with a temporal effect, for this 
category only, linked to structural changes in the 
labour market, in particular due to the changes in 
employment standards introduced over the years. 
These effects seem to be associated with cohort 
effects for upper secondary graduates only, 

20.  Fondeur & Minni (2004) find that in France too, changes in employ‑
ment standards have worsened the employment conditions of young  
people and increased the persistence of temporary employment.

Figure VIII – Share of employed in temporary work

B – Tertiary graduates who completed their education 1 to 3 years earlier (cohorts 2005-2017
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with the persistence of low employment rates 
and new cohorts remaining longer in temporary 
employment.

*  * 
*

Youth employment rate is highly sensitive to the 
economic situation. Young people are overrepre‑
sented among those hired and laid off. The two 
main reasons for this are the large number of new 
graduates looking for their first job every year, 
and the large share of temporary employment 
at the entry.

In this paper, we examine how the employment 
prospects of young Italians have changed in a 
context of crisis, recovery and reform of the 
labour market. Three types of effects contribute to 
their employment (and temporary employment) 
probabilities: age effects (linked to seniority in 
the labor market), period effects (linked to the 
economic crisis and the subsequent, even if 
weak, recovery) and cohort effects (linked to 
the year of labour market entry). In the absence 
of panel data, these effects are very difficult to 
disentangle, so we focuses on one dimension at 
the time. The first part of the analysis (odds‑ratio 
analysis) gives an insight on variations linked 
to seniority effects, and the second part focuses 
on cohort effects, more precisely the combined 
effect of age and period effects on a trajectory.

Our analysis first confirms the sensitivity of 
young Italian graduates’ employment rates to 
economic downturns, those having graduated 
the most recently the most penalized. However, 
less recent graduates were not spared from the 
effects of the crisis.

The upturn in the employment prospects of 
recent graduates after 2014 confirms also 
that youth labour market is more reactive to  
the economic cycles. Indeed, the increase in the 
employment rate was less pronounced among 
those who had left education more than three 
years before, in particular for upper secondary 
graduates. However, the dynamic during the 
recovery, which strongly depends on the labour 
market seniority, is dissimilar to that of the 
crisis, which had been more evenly distributed 
among graduates, regardless of their seniority on 
the labour market. Nevertheless, the economic 
upturn after 2014 was not accompanied by an 
increase in temporary employment (with the 
only exception of upper secondary graduates 
who had graduated more than six years earlier), 
and there was even a slight reduction in the 

share of temporary jobs among tertiary grad‑
uates in this same period. This result is quite 
unexpected insofar as, generally speaking, 
even at the beginning of an economic upturn, 
an increase in temporary employment is the first 
sign of response, when there is still a certain 
degree of uncertainty regarding the strength 
of the recovery. Moreover, the first law of the 
Jobs Act scheme (Decree Law no. 34 of 2014), 
which made the use of temporary contracts 
easier for employers should have encouraged 
temporary hiring.21 Therefore, other parts of 
the Jobs Act, which introduced flexibility in the 
termination of permanent contracts, together 
with concurrent fiscal incentives to permanent 
contracts (introduced in 2015 and 2016) without 
doubt positively affected these trends.22 The 
analysis also confirms the difference between 
education levels, with tertiary graduates less 
affected than upper secondary graduates in 
general, and recovering in a more homogeneous 
manner, regardless of their seniority in the labour 
market. As for cohort analysis, it highlights a 
clear period effect, no scarring effect and, for 
upper secondary graduates only, the changes 
in temporary employment evoke cohort effects 
(each next generation of graduates with a smaller 
share of stable employment) and an entrapment 
effect (more recent cohorts staying longer in 
temporary employment).

These results open further points of discussion. 
Firstly, that persistent critical issues plague 
young Italians’ transition from school to work 
urgently need addressing, by reducing barriers to 
the labour supply, increasing the quality of educa‑
tion and investing in educational sectors offering 
greater returns in terms of the employability, 
strengthening the synergy between the educa‑
tional system and the labour market, including 
public spending in education.23 Secondly, that 
labour market policies can influence employ‑
ment and job quality trends, but that temporary 
incentives are in fact rather ineffective if they 
remain unsupported by structural measures to 
stimulate the demand for qualified labour.24

21.  Although Legislative Decree no.81 of 15 June 2015 has restricted the 
use of certain temporary contracts, overall the reform seems to have facili‑
tated the use of temporary contracts (see Ludovico, 2017).
22.  Indeed, in 2017, with the loss of the de‑contribution scheme for perma‑
nent contracts, and the expectation of new benefits for permanent hiring to 
be introduced by the 2018 Italian budget law, the temporary employment 
rate rose once again.
23.  Italy spends about 3.6% of its Gross Domestic Product on education, 
from primary school to university: this is lower than the OECD average (5%) 
(OECD, 2019d).
24.  The structural weakness of labour demand in Italy prior to the crisis, 
is accounted for by the weakness of the productive system (small sized 
companies and lack of innovative capacity), and by the limited development 
of public services (education, health, social services) which usually require 
a large share of qualified workers (see Reyneri, 2017).
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The health crisis linked to the COVID‑19 that we 
are experiencing will undoubtedly revive the anal‑
ysis of youth employment. For the OECD (2020), 
“Young people are confronted with a tough job 
market that could compromise their futures”. It 
is likely that the impact of the pandemic on youth 
employment will be different from that of the 2008 
crisis, if only in terms of magnitude. Especially, 
the COVID‑19 crisis could also affect more 
generally the length of school‑to‑work transition 
because of reduced employment opportunities, 

while the lockdowns may have exacerbated 
inequalities between tertiary and upper secondary 
graduates. It will then be particularly interesting 
to compare the impacts of the two crises, and 
the subsequent impact of policy responses – and 
perhaps answer the doubts expressed by Suta et al. 
(2019, p. 30) in a discussion on the ET strategy for 
2025: “[…] should another downturn arrive, it is 
not clear whether recent graduates are now better 
equipped to achieve a better outcome than in the  
previous crisis.”�
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