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Abstract

This paper examines the impact on unemployment, unemployment dis-

tribution, wages and welfare of Youth Unemployment Programmes (YUPs).

The aim of YUP is to increase the number of young people acquiring skills.

We assume that the YUPs are a complete success and consequently analyse

what happens when the number of skilled workers increases relatively to

the number of unskilled workers. The results depend on the productivity

of the skilled workers when employed in the �unskilled sector� relatively to

the productivity of the unskilled worker.
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1Young insured persons, less than 25 years, without any formal education beyond secondary

school, and who have been unemployed for 6 months during the last 9 months, are given an
o¤er of 18 months specially designed vocational education. This o¤er contains an incentive to

undertake ordinary education or to �nd a job since unemployment bene�ts are cut by 50 percent
while in the special education programme. Refusal to participate in the special education

programmes is followed by a sanction, it will result in a total loss of unemployment bene�ts.
2See Filges and Larsen (2001) for an analysis of the decision to acquire skills.
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3This information structure is also found in Gautier (2001).
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5This assumption is made in Pissarides (1994), implying that the wage of a skilled worker
does not depend on whether he is unemployed or is employed in sector 2.
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6This ordering of wages is in accordance with the Danish skilled versus unskilled wages.
Based on numbers from 1998, provided by the Danish Employers Federation, Ministry of Edu-

cation, Ministry of Labour and Ministry of Social A¤airs.
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Table 1: Simulation results for ¯=1; ¯=0:75; ¯=1:25.
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Table 2: Impact on results changing the parameter values one by one.
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