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Executive summary

The purpose of this paper is to discuss the youth not in employment, education, or
training (NEET) indicator, its introduction as an official measure by Statistics New
Zealand, how it is defined and calculated, and why it is useful.

Increasing attention has been paid in the national and international arena to the topic of
youth labour-market issues in recent years. This heightened during the global financial
and economic crisis.

Statistics NZ's overall aim of publishing official statistics on NEET is to provide equal
access to consistent and internationally comparable figures over time. These statistics
will serve as a reference point for public debate and evidence-based analysis.

Based on the overall aim and analysis, Statistics NZ defines youth NEET as people aged
15-24 years who are not in employment, education, or training. NEET includes both
those people who are unemployed (part of the labour force); and those who are not in the
labour force, and at the same time, not in education or training.

On 15 December 2011, Statistics NZ will release the first official statistics on youth NEET.
This information paper covers:

¢ the rationale for NEET statistics
e some commonly used youth labour-market indicators
o NEET’s definition and use

¢ the introduction of the official measure of youth NEET in New Zealand using
Household Labour Force Survey (HLFS) data

e how HLFS data is used to construct NEET statistics.



1 Introduction

Recently, there has been increasing interest in the labour-market issues faced by young
people (youth). This interest has resulted in a demand for more information on young
people not in employment, education, or training (NEET). Some confusion about the
different statistics available on the labour-market outcomes of youth, and of youth NEET
in particular, has accompanied this demand.

As a result, along with Statistics NZ's commitment and responsibility to provide statistical
information for New Zealanders to grow and prosper, Statistics NZ will produce New
Zealand’s official NEET statistics using Household Labour Force Survey (HLFS) data.
This will provide equal access for all users to reliable, accurate, consistent, and
internationally comparable data.



2 Why information on youth is needed

National and international attention paid to young people’s labour market issues
intensified during the recent global financial and economic crisis. Young people aged 15—
24 years are usually more severely affected by economic crises than people from other
age groups. Research indicates that young people are the first to lose their jobs and the
last to gain employment. This is due to many factors, such as missing opportunities to
(re)train, lack of experience and skills, and weak labour-market information and services
(International Labour Office, 2005). Young people’s disadvantages, disengagement, and
underutilisation in the labour market may incur lasting costs to the economy, to society, to
the individual, and to their families. Fears have been expressed that a ‘lost generation’
might be a possible legacy of the current worldwide crisis. This legacy will be an unstable
foundation for the economies and societies of today and tomorrow (International Labour
Organization, 2010).

In the context of changing labour markets, a general problem with common (youth)
labour-market measures is that simple comparisons between people who are employed,
unemployed, or not in the labour force are not sufficient to understand the complexity of
labour markets.

A wider range of youth labour-market indicators would help to better understand and
monitor more effectively young people's disadvantages, disengagement, and
underutilisation in the labour market.



3 Common youth labour-market indicators

The common indicators used to understand youth labour markets are the youth
unemployment rate, youth employment rate, and youth labour force participation rate:

e youth unemployment rate indicates the proportion of young people in the labour
force who are without paid work, are available and actively seeking work

e youth employment rate shows the proportion of the total youth population that are
employed

e youth labour force participation rate measures the proportion of the total youth
population who participate in the labour force, meaning they are either employed or
unemployed.

Due to the large number of youth in education or training, these ‘traditional’ labour market
indicators may have some limitations when trying to assess the state of youth labour
markets. Of the relatively high number of young people not in the labour force, a large
proportion are in education or training, or they are, for some other reason, not available
for work and/or do not actively seek work. Additionally, a significant proportion of
unemployed youth are in education or training. These young people who are not
employed but are in education or training could be less at risk of poor outcomes in the
future, or be less of a labour underutilisation issue as they are increasing their potential
through engagement with education.

For these reasons, an indicator that considers young people's labour market participation,
together with their engagement in education or training, can be a useful complementary
indicator of potential youth labour underutilisation. It can also be a useful first step in
identifying young people who may be at higher risk of poor outcomes in the future.



4 NEET - concept and use

Internationally, youth NEET is defined as young people aged 15-24 years who are:

o unemployed (part of the labour force) and not engaged in education or training

¢ notin the labour force, and not engaged in education or training due to multiple
reasons (International Labour Organization, 2011).

NEET is therefore, a residual category (that is, a 'leftover' — a miscellaneous group of
youth who are combined under one classification). The NEET rate is commonly used as
the main measure for monitoring and comparing, as it measures youth NEET as a ratio of
the youth population. Figure 1 shows how the youth NEET rate is calculated.

Figure 1
How the youth NEET rate is calculated

Number of unemployed youth + number of youth not in the labour force —
Number of unemployed youth and youth not in the labour force who are in education or training
X 100

Total number of youth

The NEET rate is commonly used to measure non-utilised youth labour potential and
young people who are at risk of becoming disadvantaged or marginalised in the future.
The Department of Labour (DoL) describes youth NEET as “an indicator of youth
disengagement from formal learning or employment” (DoL, 2009) and underlines that
youth who are categorised as NEET "are considered to be missing the opportunity to
develop their potential at an age that heavily influences future outcomes" (DoL, 2009).
Although NEET includes people who undertake other activities that are beneficial to their
well-being and those who are in a transition period, DoL affirms that it is still a
"particularly useful" indicator of disengaged young people (DoL, 2009).

The International Labour Organization explains that youth NEET is a measure of young
people who are not employed and is therefore, a "broader measure of potential youth
labour force participants than youth unemployment” (International Labour Organization,
2011). The OECD highlights that “the proportion of young people neither in education, nor
in employment or training (NEET) provides another key indicator of labour market
performance for youth because this is a group at high risk of labour market
marginalisation and social exclusion" (Quintini & Martin, 2006).

Young people who are NEET have diverse experiences, characteristics, difficulties,
needs, or make distinct choices (Yates & Payne, 2006). They may choose not to be in the
labour force due to reasons such as looking after children, travelling, volunteering, or
completing internships. Others have limited control over not being in the labour force due
to reasons such as a lack of jobs, disability, long-term sickness, poor qualifications,
substance abuse, or criminal offences (Furlong, 2007).

Benefits of using NEET

As a complementary indicator to understand the state of youth in the labour market, the
NEET rate is useful as it:

e considers all young people who are not employed and not only those who are in the
labour force

e gives an indication of youth potential and potential youth labour-market problems in
relation to the whole youth population
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¢ helps in the wider understanding of the youth labour market (in combination with
the youth unemployment rate, employment rate, and labour force participation
rate).

Although NEET data has its benefits, it should still be treated with care. NEET rates
capture the non-utilised labour potential of the population and can also be used to
identify individuals who may be at risk of future difficulties. However, it does not
measure the characteristics behind the NEET group, such as diverse experiences,
problems and difficulties, needs, or distinct choices made. NEET statistics simply
measure what people are not doing, not what they are doing. A measure of NEET
provides another piece of the youth labour-market picture.



5 New Zealand’s official NEET measure

Who counts and who does not

Statistics NZ will produce New Zealand'’s official measure of youth NEET using HLFS
data. It will adopt the international definition of youth NEET — young people aged 15-24
years who are:

¢ unemployed and not engaged in education or training

¢ notin the labour force, and not engaged in education or training.
Figure 2 illustrates how Statistics NZ derives youth NEET from New Zealand's working-
age population.
Figure 2

Who counts as NEET using the official measure from the HLFS

| Working-age population

| Employed Unemployed Not in the labour force
In Not in In Not in In Not in Education
education education education education education education not
| specified
Education Education |
not not
specified specified Caregiving Not caregiving
A 4
Not in employment, education, or training <
(NEET) -~

Previously in New Zealand, NEET measures have been produced for various
organisations and individuals based on specifications different from those outlined above.
These numbers were reported extensively in the media. Mostly, these NEET rates were
produced using HLFS data and categorised the following individuals aged 15-24 years
as NEET:

¢ those who are unemployed, and are not engaged in education or training

¢ those who are not in the labour force, and are not engaged in education, training, or
caregiving.

The main difference to note here is that Statistics NZ's NEET measure includes
caregivers who are not in the labour force. Statistics NZ will publish NEET data in a way
that identifies the caregiving group within the total NEET group.

As part of the process of working towards an official measure of youth NEET, a full review
of current national and international practice and guidelines was undertaken. This review,
along with further research and analysis, led Statistics NZ to adopt the official measure as
outlined above. The main reason for this decision is that NEET as a measure has an
internationally understood definition that is based on an established concept. It is
important for Statistics NZ to produce reliable, accurate, and internationally comparable
statistics that have long-term relevance as official measures. However, this should not
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stop other organisations or individuals from creating alternative measures for youth
populations that better target their needs.

Figure 3 shows youth NEET numbers broken down by sub-categories: unemployed not in
education; not in the labour force (NILF), not in education, caregiving; and NILF, not in
education, not caregiving. As the data is unadjusted survey data, September quarters are
compared to remove any seasonal effects.

Figure 3
Total NEET® aged 15-24 years
September quarters
(000)

100

90 | ™Not in the labour force — not caregiving = Unemployed Not in the labour force — caregiving
80
70
60
50
40
30
20
10
0

2004 2005 2006 2007 2008 2009 2010 2011

1. Not in employment, education, or training

Source: Statistics New Zealand

The primary focus of the HLFS

It is important to note that the HLFS was not specifically designed to produce a measure
of NEET. The primary focus of the HLFS is to provide a regular, timely, and
comprehensive portrayal of New Zealand’s labour force, with an emphasis on producing
official measures of the number of employed, unemployed, and those not in the labour
force in the New Zealand working-age population. Additional information on activities
such as education and caregiving are either measured through data collected for the
purpose of measuring labour force status or as secondary/complementary information to
this. Therefore, a measure of NEET constructed from the HLFS may not identify every
young person who is in education or training. Similarly, the questions used to determine
whether an individual is engaged in caregiving are only asked of those not in the labour
force and not seeking work.

Identifying groups for compiling NEET

Youth in employment

In order to construct an official measure of NEET, it is necessary to be able to identify
those who are in employment, education, and training. Identifying those in employment is
straightforward and one of the core measures of the HLFS.

Youth in education

The HLFS may not identify those in education comprehensively in the context of
calculating NEET.

Based on analysis on the possible measures of ‘in education’ that could be produced
from the HLFS, and comparing this data with Ministry of Education enrolment numbers, a
broad measure was decided on. This provides a population that is as close as possible to
what NEET intends to measure.
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Youth in training

The HLFS does not currently collect any explicit information on involvement in training.

This means that, Statistics NZ cannot definitively state that the official measure of NEET
will exclude all of those individuals involved in formal training programmes. However,
many individuals who are in formal training do consider themselves to be employed and
will therefore be excluded from the NEET group.

Time spent as NEET

The HLFS provides point-in-time, or cross-sectional estimates for the population.

The time spent as NEET is an important factor to consider and cannot be taken into
account using NEET estimates from the HLFS. Those individuals who are merely on a
short break from work and/or education and who may return to either of these activities
(for example, students on summer holiday) are counted as NEET.

Even with these limitations in mind, data from the HLFS does still provide a reliable
measure of NEET in New Zealand. Many of the limitations noted above have a minor
overall impact on the data but need to be considered when drawing conclusions from the
data.

For detailed information on the questions that are used in the calculation of NEET data
from the HLFS, as well as how they are used, please refer to the Appendix.

The future

From 2011 to 2015, the HLFS is undergoing a redevelopment. A part of this project will
explore new information needs and review the questions used to collect data in the
HLFS. This redevelopment is likely to support the addition and enhancement of
information that will enable better understanding of labour market and education activities
for youth.

Upcoming releases

Statistics NZ will release the first official NEET series on 15 December 2011. The release
will be accompanied by a presentation at 2pm at Statistics House. Please register your
interest in attending the presentation by emailing hifs@stats.govt.nz.

NEET data as part of the HLFS

Statistics NZ will publish youth NEET data on a quarterly basis as part of the HLFS
information release. The next HLFS release will be on 9 February 2012.

The table to be included in the regular HLFS release will include all labour force and
education status groups for youth and will have the following categories:

e employed, in education

¢ employed, not in education

e unemployed, in education

¢ unemployed, not in education

¢ not in the labour force, in education

¢ not in the labour force, not in education — caregiving

e notin the labour force, not in education — not caregiving
o total NEET

12
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e working-age population
e NEET rate.
The tables will be further broken down into three age groups: 15-19, 20-24, and 15-24.

NEET data on Infoshare

From 15 December 2011, youth NEET data will also be available on Infoshare
(www.stats.govt.nz/infoshare). Infoshare data will also include a breakdown by sex, and
will be available as a survey (unadjusted) series, seasonally adjusted series, and trend
series. The data series are available back to the March 2004 quarter. Statistics NZ will
explore options for other NEET series to be made available on Infoshare. These will
depend on both demand for and quality of the data.
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Appendix

HLFS questions used to construct NEET

The following HLFS variables and questions are used in calculating the NEET measure:

e Labour force status
o Employed
0 Unemployed
o Not in the labour force.
e Questions 30/ 73 — Have you obtained any qualifications since leaving school?
o 1 Yes
o 2 Still at school
o 3 No.

e Questions 32/ 75 — In the last week have you studied or worked towards a
qualification?

o 1 Yes
0o 2 No.

e Questions 53 — Last week was your main activity? (only asked of those not in the
labour force and not looking for work)

o0 1 Studying?

0 2 Retired?

0 3 At home looking after children?

0 4 Athome not looking after children?
o 5 Doing something else?

e Question 55 — What is the main reason you haven't been looking for work in the
last four weeks? (only asked of those not in the labour force, who were not looking
for work, but were available for work)

o0 1 Waiting for season to start or to start a definitely arranged job
Own iliness or injury

Attending educational institution

No need to work

Il health of others

Unable to find suitable childcare

Believe lack skills or wrong age

Believe not enough suitable work available in area

© 0O N oo o b~ WDN

Temporary layoff — without pay — expect to return

O O O o o o o o o

10 Waiting to hear from employers about job
0 11 Other.

o Q63 —Why were you not available for work last week? (only asked of those not in
the labour force, who were not available for work, and who were either looking for
work or intended to look for work in the next two years)
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1 Temporary iliness or injury

Personal or family responsibilities

3 Attending educational institution
4 Other.

How NEET data is derived

These HLFS questions are used to establish those who are NEET:

e Employed groups

o0 Labour force status is equal to ‘Employed’

’

If g30 = ‘Still at school’ then status = ‘Employed — in education
Else If q32 = *Yes’ then status = ‘Employed — in education’
Else If q32 = ‘Missing’ then status = ‘Employed — education not specified’

Else status = ‘Employed — not in education’.

¢ Unemployed groups

o0 Labour force status is equal to ‘Unemployed’

If q73 = ‘Still at school’ then status = ‘Unemployed — in education’
Else If q75 = ‘Yes’ then status = ‘Unemployed — in education’
Else if q75 = ‘Missing’ then status = ‘Unemployed — education not specified’

Else status = ‘Unemployed — not in education’.

e Notin the labour force (NILF) groups

o0 Labour force status is equal to ‘Not in the labour force’

If q73 = ‘Still at school’ then status = ‘NILF — in education’
Else If q75 = *Yes’ then status = ‘NILF — in education’

Else If q53 ='Studying’, or g55 = ‘Attending educational institution’ or q63 =
‘Attending educational institution’ then status = ‘NILF — in education’

Else if q75 = ‘Missing’ then status = ‘NILF — education not specified’

Else If 953 = ‘At home looking after children’, or g55 = ‘lll health of others’, or
055 = ‘Unable to find suitable childcare’ then status = NILF — not in
education, caregiver’

Else status = ‘NILF — not in education, not caregiver’.

¢ Not in employment, education or training (NEET)

0 The following groups from this are then counted as NEET

Unemployed — not in education
NILF — not in education, caregiver

NILF — not in education, not caregiver.
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