FROM THE AMERICAN PEOPLE

December 2018

EVIDENCE ON YOUTH IMPACT:

STRENGTHENING ECONOMIC GROWTH THROUGH
INVESTMENTS IN YOUTH

Countries that produce a skilled, healthy and productive workforce are better positioned in the
global economy to achieve economic prosperity, political stability and social wellbeing.
Investing in young people is important both because they make up a substantial share of the
population of developing countries (youth bulge) and because enormous economic potential
(youth dividend) can be realized through their full and productive employment in the workforce.
Investing in youth is considered smart economics.'

Given the cumulative nature of human development, under-investments in youth are difficult to
reverse later and can be passed on to the next generation. Failing to invest in youth risks
economic costs resulting from negative outcomes such as early school drop-out, young people
trapped in unskilled, low paid jobs, high levels of underemployment, prolonged unemployment,
substance abuse and crime and violence.?

INVESTING IN YOUNG PEOPLE CAN INCREASE ECONOMIC
GROWTH AND PROSPERITY

@ In accessing healthcare, people often face multiple and intersecting inequalities, based on their
different identities (e.g., age, race, class, religion, disabilities, sexual orientation, etc.). In Benin, the
poorest quintile of those belonging to the Dendi ethnic group have a 22 percent share of childhood deaths
compared to the national average of 10 percent.’

@ According to the International Labor Organization (ILO), an increase in youth employment has
multiplier effects throughout the economy, boosting consumer demand and adding tax revenue. This is
matched by a reduction in expenditure to counter risk behaviors, violence and crime.*

@ Evidence from various Asian high growth economies (Hong Kong, South Korea, Singapore and
Taiwan) shows that capitalizing on the energy and dynamism of young populations was responsible for
one-third of their economic growth from the 1960s to the 1990s.”

@ Increasing educational opportunities for young people can reduce poverty rates and drive economic
growth:

o Increasing the percentage of young women with secondary education by one percentage



point increases a country’s annual per capita income growth by an average of 0.3 percentage
points.°

o Every $1.00 of investment in education generates between $10.00 and $15.00 of economic
growth premium over a working lifetime of 18 to 22 years.”

o For each additional year of education completed by young adults, their country’s poverty rate
falls by nine percent® and gross domestic product (GDP) increases 18 percent.’

@ Investing in young people generates changes that will last throughout their lifetime, with higher
absolute returns than investing only in older adults. For example, investing in measures to promote

employment for young people increases their access to better and higher paid job opportunities. In turn,

investments in youth can help support older and future generations. '

YOUNG PEOPLE HAVE UNIQUE SKILLS TO OFFER AND AS
ENTREPRENEURS, CAN BOOST ECONOMIC GROWTH

@ Young people are better at absorbing new information, are more adaptable to new behaviors and can
learn more things more quickly than adults."

@ A young workforce is linked to greater innovation, digital literacy and optimization of new media and
technology.'? Young entrepreneurs are particularly responsive to new economic opportunities and
trends."” Tapping into this adaptability can help countries innovate and ensure they are better able to adapt
to new opportunities, changing circumstances and emerging challenges. This in turn can help countries
and economies maintain their competitive edge for economic growth.

SUPPORTING THE DEVELOPMENT OF ENTREPRENEURIAL SKILLS
IN YOUNG PEOPLE CAN LEAD TO IMPROVED LONG- TERM
ECONOMIC OUTCOMES

@ Providing entrepreneurial skills training to young people can contribute to lowering the risk of lending
to young entrepreneurs. Youth Business International found that in Uganda, the majority of youth who
had received training support were able to secure a loan.'*

@ Combining youth entrepreneurship training, which focuses on the knowledge and skills necessary to
run a profitable business, with vocational skills, can be powerful for building more sustainable
livelihoods."

UNDERINVESTMENT IN YOUTH IS A MISSED OPPORTUNITY
RESULTING IN HIGH SOCIAL AND ECONOMIC COSTS

@ High rates of youth unemployment and underemployment carry a high cost both to the young people
concerned and their societies and economies, in the form of lost revenue and increased social costs.'®

@ Negative outcomes resulting from a lack of an investment in young people include early school



drop-out, young people trapped in unskilled, low paid jobs, high levels of underemployment, prolonged
unemployment and antisocial behavior, such as substance abuse, crime and violence and risky sexual
behaviors.'” Resulting direct expenditure costs are associated with medical treatment, the criminal justice
system, welfare spending and other public subsidies to prevent or compensate for the effects of poor
choices made during adolescence.

@ It is estimated that preventable risky behaviors result in billions of dollars of loss to society. For
example, in Latin America and the Caribbean as a whole, total risky youth behavior is estimated to reduce
economic growth by up to two percent annually.'®

YOUTH EXPERIENCE HIGH RATES OF UNEMPLOYMENT AND ARE
LARGELY CONCENTRATED IN THE INFORMAL SECTOR

@ People aged 15-24 are three times as likely as older people to be unemployed, with global youth
jobless rates remaining around 13 percent for the past several years. In 2016, 71 million young people
were out of work."

@ With one billion youth expected to enter the job market in the next decade, around 600 million jobs (5
million per month) need to be created just to keep unemployment rates constant.”

@ Of employed young people, more than 200 million earn less than $2.00 per day and are concentrated in
informal or precarious work with poor conditions and few benefits.”'

@ High unemployment, a mismatch of jobs and skills and political insecurity can make it difficult for
youth to stimulate economic growth. The youth bulge can thereby become a net drain on resources.”

This document was produced under the direction of USAID's Inclusive Development Working Group and USAID’s YouthCorps
in order to summarize evidence linking greater inclusion to select development outcomes and issues. This publication is made
possible by the support of the American People through USAID. However, the contents of this publication do not necessarily
reflect the views of USAID or the United States government.
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