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Abstract

The goal of this master’s thesis is to analysedafidie the political-economic ideology
followed by the European Union as well as looktsipotential transformation after the global
financial crisis, especially with the introductiohthe Juncker plan. In this regard, the research
draws attention primarily to European Union’s inmeent strategy and youth unemployment as
the two variables contributing to the delimitatiohthe theoretical paradigm from which the
European Union emanates. The study first introdia@stheoretical concepts that are most
relevant for characterising European Union’s behayiwhich according to the existing
literature are modern-Keynesianism and neoliberalihese, after the analysis of the
constellation of the European Social Fund and thefean Investment Bank, answer the
question which political-economic paradigm is maansistent with the present European
Union’s set-up and thus help us to derive whattheently followed ideology is. Ultimately,
attention is then drawn to the Juncker plan detangiwhether the new investment plan for
Europe brings a change not only from the policyspective but also from the ideological point

of view.

Key words: Political-economic ideology, Modern-Keynesianisngdhberalism, Investments,

Youth unemployment, European Union



Abstrakt

Cielom danej diplomovej prace je analyza a definovamditicko-ekonomickej
ideoldgie, z ktorej Eurdpska Unia vychadza akodj’ad na jej potencialnu transforméciu v
dosledku globalnej finaimej krizy, obzvlagpo predstaveni Junckerovho planu. V tomto smere
sa vyskum zameriava predovSetkym na ineastistratégiu Eurépskej Unie a nezamestnénos
mladych ako dve premenné prispievajuce k vymedzéearetickej paradigmy, z ktorej
Eurdpska Unia vychadza. Dané Studia najskor predgistava teoretické koncepty, povazované
za najviac relevantné pre charakterizovanie spiidvaa Europskej unie, ktoré su pial
existujlcej literatury neoKeynesianzmus a neolilisraus. Tieto teorie, po analyze konsStelacie
Eurdépskeho socialneho fondu a Eurdpskej ingmsfi banky, odpovedaju na otazku, ktora
politicko-ekonomicka paradigma je konzistentnefasi@dasnym nastavenim Eurdpskej Unie,
a tak nam umaillje odvodi’ ideoldgiu, z ktorej vychadza jej aktualna straaédiapokon sa
praca zameriava na Junckerov plan, stanovéijwvy investény plan pre EurOpu prinadSa

zmenu nie len z politickej perspektivy ale aj z faatu ideoldgie.

KTPucéoveé slova: Politicko-ekonomicka ideoldgia, NeoKeynesianizmusdeoliberalizmus,
Investicie, Nezamestnanomladych, Eurépska Unia
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Introduction

Political-economic ideology to a great extent ssafhe world in which we live and
work. It significantly affects not only the econanstructure and functioning of a state but has
direct impact also on companies as well as indaslwithin such a system. Nevertheless,
recent developments in the form of the global foiahcrisis prompted a wave of criticism on
the ideological paradigm on which the current ecoypds based. Such reaction occurred
particularly in regions most affected by the crisiamely the United States and the European
Union (EV).

It is worthwhile to note that the crisis hit youpgople particularly hard, which was in
the existing political-economic setting reflectedpecially on youth unemployment that
recorded historical heights after 2008 (EC; 202%).a result of such a development, young
people are experiencing increasing difficulties witecomes to (re)integration into the labour
market which also contributes to their societala as political marginalisation (Verba; 2003).
Consequently, as will be shown later in the thehkis,may then result in the lack of legitimacy
for the elected government or undermine the trndta@nfidence in the democratic process as
such (Verba; 2003). Thus, identifying and underditagn the ideology followed by particular
states may prove rather important as it can helpigblight potential problems within the
established system (in this case youth unemploynaentvell as predict future developments
connected to the ideology pursued. In additionyshg alternatives to the existing theoretical
paradigm may help to give answers and solutiongdblems related to the currently pursued
ideology and thus contribute to the improvementhef overall economic as well as social
situation.

Apart from the societal relevance, as shown abitnepaper also seeks to contribute to
an academic debate. In this regard, a number deacias strived to define the current political-
economic setting in the EU as well as endeavowégredict” what its future will be and why.
So far, we can identify two groups of author tHeeady attempted to address these questions.
On the one hand side, academics such as Wilks J2@@litz (2008) or Altvater (2009)
constitute a block predicting the retreat from ekl ideology and the reintroduction of a
more Keynesian logic. On the other hand, there t®rssiderably greater group of authors

concluding that neoliberalism is likely to not ordurvive but even thrive in the post 2008
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period, nevertheless, this is also dependent oricttme which neoliberalism will eventually
adopt (e.g. Schmidt and Thatcher; 2013; Martin;2W4tols; 2013; Migge; 2013; Wigger and
Buch-Hansel; 2014).

As aresult of these facts, this master thesisoegplin more detail the political-economic
ideology pursued, particularly by the EU, and seiekseveal whether, after the 2008 crisis
which almost brought its economy to the brink oflajuse, there are tendencies towards
changing this approach, especially by drawing &tiario the issue of youth unemployment. In
other words, the main objective of this work isaimalyse and define the political-economic
ideology of the EU as well as look at its potentiiahsformation over time.

The research will be conducted through the lensésmfactors. As already indicated
above, the first is youth unemployment, which rdsematically after the outbreak of the crisis.
This is selected due to the fact that youth empkryims closely connected to the economic
system within a state and directly reflects ecomodevelopments and thus can be seen as one
of the most pronounced indicators of the possilffieces of the political-economic ideology
pursued (Scarpetta et al.; 2010). Second are theléB” investments, which are seen as a
“solution” when it comes to the reduction of uneoyhent (e.g. Blair; 2011; Kochan and
Litwin; 2011). Thus, by looking at the relationshigetween youth unemployment and
investments aimed at its reduction, the thesis miteal the ideological basis from which the
EU emanates.

In this regard, the European Social Fund and thegaan Investment Bank as EU’s
most significant bodies contributing to the prorootof employment, will provide the starting
point for the analysis, showing on what princigles EU investment strategy towards reducing
youth unemployment is based. This will enable udenve what the EU’s political-economic
paradigm is. Subsequently, attention will be dratenthe Juncker plan, the European
Commission’s “new investment plan for Europe” shmayivhether there is a change in the
ideology (after the crisis) the EU intends to persBy doing so, the thesis will attempt to
provide answers to two main questions. Findtat can we learn, from the ideological point of
view, by looking at the existing investment acdésitof the EU aimed at reducing youth
unemployment? hence, gives us the answer what EU’s presealogieal concept is. And
seconddoes the Juncker plan signalise a change in theladgcal approach the EU pursues?

These are the two research question this papeemdiéavour to answer.



Finally, when it comes to the structure of the kydhe thesis is divided into five main
sections. Despite the fact that youth unemployritself is not the central issue of the thesis, it
Is important to look also at this problems in ortteunderstand its character as well as how and
why this problem arises in the current politicabeomic setting. Thus, chapter one
conceptualises the term youth unemployment, givesed overview of the present state of
affairs in the European Union as well as puts feditbhe main causes and consequences related
to this issue. As for chapter two, it draws attemtio the theoretical level, explaining how the
problem of youth unemployment can be addressechsgistarts the debate on identifying the
current political-economic paradigm from which #l@ emanates when designing its economic
framework. Subsequently, the remainder of the gectooks at the probability of EU’s
ideological change or transformation by reviewing éxisting literature on this topic. Chapter
three then begins an independent analysis of Eld@agy by defining and delimiting two main
political-economic paradigms, namely neoliberalismd modern-Keynesianism. This will
enable us to highlight and understand the maimufeatand traits characterising both theories.
Chapter four draws attention to the constellatibthe European Social Fund and the European
Investment Bank as well as their existing investmapproach towards reducing youth
unemployment. In this regard, it seeks to show Wwhitstruments they utilise and on what
principles these bodies operate. Subsequentlylasiapproach will be adopted also in the case
of the Juncker plan, presenting ideas and elemeotsporated in this new strategy. Finally,
chapter five then applies the two theories to thepgean Social Fund and European Investment
Bank and thus determines which political-economeniogy is more consistent with their set-
up. Then, the last subsection deals with the thieateframework of the Juncker plan
determining whether the new investment plan forolgarbrings a change not only from the
policy perspective but also from the ideologicainpof view.



Methodology

As already presented above, the objective of thsishis to explore in more detail the
political-economic ideology pursued, particularly the EU, and seek to reveal whether, after
the 2008 crisis which almost brought its economghtbrink of collapse, there are tendencies
towards changing this approach, especially by drgwattention to the issue of youth
unemployment. In order to do so, the work employsethod which can be characterised as a
comparative case study analysis.

First, emanating from the existing academic lien@ the thesis introduces two
theoretical paradigms. In this regard, neolibenalésnd modern-Keynesianism are analysed as
political-economic ideologies occurring on the tavals of the “ideological axes”, thus, offering
two opposing theoretical approaches. By defininggracterising and comparing the main
features of these concepts (including creation tatbée highlighting the main criteria for each
ideology), the work identifies theoretical framew®mhich are, in a later stage, applied to the
EU’s investment strategy aimed at the reductioyoath unemployment.

Second step of the procedure is to explore in rdetail EU’s investment strategy to
reduce youth unemployment as such, by identifyipgrapriate cases and subsequently
characterising the ideas on which they are basgganciples on which they operate. The main
stimulus and driving force of this research is flumcker plan as an indicator of a potential
ideological transformation. It denotes a “brand hewaherent investment strategy to combat
unemployment with special focus on youth. HoweVast, it is important to define and
determine the currently pursued ideology. As theclar plan is a “first of its kind” strategy in
the EU context, it is not simple to identify a futomparable case, characterising the already
existing investment strategy aimed at reducing lyautemployment. Nevertheless, taking into
account the nature of the Juncker plan, therevasartstruments/bodies, namely the European
Social Fund and the European Investment Bank, whia be regarded as appropriate cases to
compare with the Juncker plan and thus may be declunto the analysis. This is given
especially by the “comparability” of objectives yr&rive to attain as well as principles defining
their functioning. Therefore, considering thesetdadhe thesis focuses on these three
instruments and by analysing them provides a lfesis which we can emanate when deciding

on the ideological approach behind these “tools”.



In the last step, in order to reveal the ideoloigie@adigm from which the EU emanates
when reducing youth unemployment, the two theocséttoncepts are applied in an effort to
determine which ideology is more consistent with €approach. Following the criteria defined
in the previous step, the last section connectshberetical and practical dimension of EU’s
operating, defining the theoretical logic the EUsues. In other words, this step employs a
pattern matching technique. In addition, such apghncalso enables us to determine whether,
with the introduction of the Juncker plan, EU saatgy can be seen as experiencing a deviation
from the existing one indicating two distinct tendees or rather continuing in the set trend and
thus showing similar patterns.

With respect to the sources, the research usesddtamformation predominantly from
secondary academic literature as well as officldlrEBports and documentation. The secondary
academic literature offers a key source of inforamtvhen it comes to identification and
characterisation of the two theoretical paradigms thus provides an important starting point
for the research. As for the EU reports, treatregjulations, communications and other
documentation, as the objective of the thesis ianalyse and define the political-economic
ideology of the EU as well as look at its potentiiahsformation over time, this kind of sources
offer a first-hand information on the goals theatgy intends to achieve as well as design and
functioning of EU’s programmes and instruments.sThhis enables us to better understand
whatthe EU strives to attain armbwor by which means these objectives should be aetiev

Apart from the illustration of the documentatiordgrocedures used in this study, which
shall contribute to a greater transparency of #eearch and thus its reliability, it is also
important to address the issue of validity. In tt@gard, there are two dimensions that should
be highlighted. First is the question of internalidity. In the context of this research, internal
validity is delineated by the relation between tHeU-led” investments and youth
unemployment, on the one hand side, and the pall¢iconomic ideology of the EU on the
other. To be more specific, the relation betweea tRU-led” investments and youth
unemployment denotes a starting point of the rebeavhich helps us to determine and define
the political-economic ideology pursued by the HUis is given by the fact that the first two
variables enables us to understand and definartkdétween them, as investments represent

an instrument and youth unemployment reductiontaective of EU’s strategy. Subsequently,
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this knowledge is indispensable for the determamatif the theoretical paradigm characterising
such a relation.

As for the second dimension, external validity alspresents an element that must be
clarified. In this respect, the ideology, partictiydbefore the introduction of the Juncker plan,
is derived from the analysis of the European Sdeiald and the European Investment Bank,
nevertheless, as these two bodies denote EU’s imadstment instruments through which
youth unemployment should be reduced, findingsakaeeby this study can be applied also to
other EU’s (comparatively less funded) investmentst following similar objectives. This is
given by the fact that they are all based on tmeesigic and thus pursue similar patterns of
operating. As for the Juncker plan, it has beesaaly mentioned that this project is first of its
kind and thus it is not surprising that there weoesimilar programmes introduced after the
2008 crisis. In any case, despite this fact, tmelder plan can represent a programme that may
set a “new direction” of “EU-led” investments infouth unemployment reduction and can thus
denote a conceptual foundation for the programmesine.

What is more, the study in general can be seenlg®ne strand of scientific analysing
of the political-economic ideology of the EU andh¢hus complement or perhaps help to trigger
researches also in other fields. In the end, anegagion of findings comprising a wide range
of departments of the EU, can help us to derivemmaptex and comprehensive theoretical
framework explaining the political-economic idegjogn which the EU is based. Therefore,
although this study can be considered as addreisnigsue of ideology merely from a single
viewing point, its findings and results may be &xpko and utilised also in fields analysing the
EU’s ideology from other perspectives.
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1 Youth Employment

Before starting with the analysis of the ideologiepproach the European Union
follows, first, it is important to look at the issof youth unemployment to understand its special
character as well as how and why this problem siirs¢he current political-economic setting.
Thus, this section conceptualises the term youdmphoyment, gives a brief overview of the
present state of affairs in the EU as well as simeaiee light on the causes and consequences
related to this issue. And as will be demonstréést in this thesis, understanding the issue of
youth unemployment will prove valuable for conniegtthe “practice” with the “theory”.

Emanating from the report of Eurofound (2012), yppeople represent a fundamental
asset of European economy and society. Accordingut@stat, there are approximately 60
million people between 15 and 24 in the EU (Eutp&@15). For this reason, it can be argued
that young adults denote an incredible resourceotorsociety. However, in order to fully
exploit their potential, these young adults haved@roductively employed and well integrated
into the economy and society. Nowadays, and pdatiguas a result of the global financial
crisis, many EU Member States have to face theeasing challenge of absorbing and
integrating young adults into labour markets orcadion systems (Eurofound; 2012). This fact
can be seen especially by looking at the currete sif affairs in which youth unemploymeént
rates recorded historical heights (Graph 1). lstégard, it is important to mention that although
the low level of labour market participation rethte young adults is not a new phenomenon,
what is new is the proportion it has reached inrdzent period. According to Eurostat, more
than 5 million young people between 15 and 24 ateable to find a job in the EU, which
corresponds to an unemployment rate of 21.4% inHBbeand 23.0% in the euro area
respectively (Eurostat; 2015). In other words, nthe:n one in five young people on the labour

market actively seeking a job, remain unemployed.

1 International Labour Organisation (ILO) defineemployed as “members of the economically activeupaimn
who are without work but available for and seekivagk, including people who have lost their jobs #émase who
have voluntarily left work” (ILO; 2012). As for yag people, this group comprises all the populatiged between
15 and 24.
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Graph 1: Youth unemployment (%) in the EU betwe@d32and 2014
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Source: Eurostat; 2015

Looking at the effects of the global financial @ig more detail it can be clearly seen
that people under 25 have been hit by the crigsifstantly. The overall employment rates
connected to young people dropped three times ab asiin the case of their older counterparts
over the last six years. Nevertheless, the difiezdretween the Member States with the highest
and the lowest youth unemployment rates is corsider As is shown in Graph 2, the gap
between the highest and the lowest rating counainesunts to more than 40 percentage points.
In this respect, countries experiencing the mdécdit times are Spain (51.4%) followed by
Greece (50.6%), Croatia (44.8%) and lItaly (42.0%).
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Graph 2: Youth unemployment rate (%) across the EU
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1.1 Causes

Next, in order to understand how and why the proldé¢ youth unemployment arises in
the current political-economic setting, it is nexa@y to explore in more detail the main causes
of this issue. In this regard, it can be argued ttia decline in youth employment is caused by
a plurality of factors. Especially in recent yeathe after-crisis poor macroeconomic
performance and slow economic growth can be regaad®ne of the major factors aggravating
the situation on the labour market (Misbah et2012). On the one hand side, the crisis forced
companies to economise in order to remain competitvhich translated into the reduction of

their, especially labour costs and thus contribiweidcreasing number of unemployed. On the
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other hand, the weak aggregate demand and propénsavings after the crisis hinders the
economic growth, which means the economy recowatter slowly and therefore does not
contribute to the creation of new employment oppaties (Marelli et al.; 2012). In general,
these developments can be attributed especidietsignificant indebtedness of a great number
of economic actors, be it individuals, companiestates (Marelli et al.; 2012). Consequently,
it is not surprising that the economic actors aleatant to increase their consumption nor
investment activity, thus the economy stagnatessaridbes the employment growth rate.

What is also worthwhile to note is that even if gamies are willing to invest, the
situation concerning the access to finance is sopeoblematic (Misbah et al.; 2012). Especially
small and medium sized enterprises (SMEs), regaadethe motor of economic as well as
employment growth, are unable to obtain financiiimglus, since credit availability,
particularly in the most problematic Member Statesjains rather weak and bank lending rates
are still high (Misbah et al.; 2012). In this regidimited access to finance is a problem affecting
also young entrepreneurs as the lack of capitdikedy to curb the number of start-ups
considerably (EC; 2014). This issue is of concemng to the fact that, among SMEs, young
and starting companies account for the major sbéreet job growth, nevertheless, such
activities are constrained as entrepreneurs laekans to start their business.

Next, when it comes to youth unemployment as stiefas already indicated that young
people were influenced to a significantly greateteet by the economic crisis than adults
(Misbah et al.; 2012; Marelli et al.; 2012Z)his is the result primarily of the lower level of
protection compared to their older counterparts asich greater number of young people tend
to be employed on the basis of temporary or fixadit contracts (Dietrich; 2013).
Consequently, the flexibility of the “youth labomarket” in terms of dismissals is significantly
higher. And thus, in times of an economic recessioa company’s decision to downsize, the
costs related to layoffs of young workers are abarsibly lower.

Another major problem hampering especially youaggde from becoming employed
is their lack of professional experience (Zimmermanal. 2013). The effects on young workers
of this are twofold. On the one hand side, proligbibf finding a working position is
significantly diminished as employers usually reguat least a certain set of experience and
practical knowledge. On the other hand, even ifngpworkers manage to enter the labour

market and find a job they are likely to be treated different way than older employees. For
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example, as a result of only temporary or fixedateamployment contracts, firms are often
reluctant to invest an equal amount of financiabnein training and promotion of skills and
competences of young people. Thus, once made radyritiey are likely to find themselves in
a rather complicated position when seeking newdpportunity. In other words, they are
disadvantaged compared to workers provided witHfthetraining”.

Finally, whereas the poor macro-economic perfogeand slow economic growth is
reflected in a cyclical unemployment after the sst@n, growing mismatches on the European
labour market denote a structural problem. “Nowaddyere is a big difference between the
needs and demands of the labour market and théysityap is being offered to it” (Krizko and
Amigoni; 2014; p. 4). In other words, despite aagireumber of vacancies on the European
labour market, applicants are often not sufficierglalified or competent for the specific
position. As a result of such a situation, unemplemt is not being reduced, in spite of existing
vacancies expected to be filled. Consequently etineismatches in skills have direct effect on
economic competitiveness and growth, undermineataaclusion, as well as generate
considerable economic and social costs. In thigrceghe next subsection explore in more detalil
these effects and focuses especially on economd sotial consequences of youth

unemployment.

1.2 Economic Costs of Youth Unemployment

As for the consequences of youth unemploymentainit lte argued that there are two
major areas which are affected by this problemnent as well as society. With respect to the
economic costs, these can be analysed furthertiranperspectives. From the microeconomic
point of view, those young people disengaged frbenlabour market have to face increased
chances of being unemployed also in the futuréey may have lower wages later in their life
(Gregg; 2001). In addition, there is a threat sfrig the already acquired skills and knowledge,
in other words, they also face the risk of degkijl{Gregg; 2001). Consequently, these young
adults may become less attractive for potentialleyap and thus finding a job can prove more
difficult compared to those actively engaged inlt#i®ur market.

From a macroeconomic perspective, “high unemplaoynmeeans that resources that

should be engaged in the production of goods amnices are lying idle; hence it causes a waste
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of scarce resources and dampens the long run grmtémtial of an economy” (Ehinomen and
Afolabi; 2015; p. 5). The result are lower incomekjch are than reflected in lower aggregate
demand and weaker GDP growth. Furthermore, thesdataments may also give rise to higher
levels of poverty and income inequality.

Nevertheless, to demonstrate the economic costoathyunemployment in “real
numbers”, the attention will now be drawn to a gtafiEurofound (2012). Although numerous
researches has already been carried out in thisddg.g. Godfrey et al.; 2002; Coles et al.;
2010), Eurofound estimated the total economic cadgtsNEET (young people not in
employment, education or training) on the sampl@®fEU Member States. The research
showed that the loss in 2008 for the 26 MembereStabncerned, as a result of the lack of
NEETS’ low labour market participation, represenggproximately €2.3 billion per week. On
the basis of these calculations, the research gdedlthat the total estimated economic cost of
NEETs in 2008 was almost €119.2 billion. From tleespective of the aggregate GDP, this
means that the 26 Member States suffered a logbnafst 1%. The calculation by Eurofound
was repeated in 2011. Based on the findings, tbeamuic costs per week in “Europe 26” rose
by €0.7 billion to close to €3 billion in 2011. Witespect to the share of GDP, the economic
loss of the disengagement of young European pdaptethe labour market denoted 1.21% in
2011.

All in all, the economic costs of NEET, thus, denat great financial loss for the
economy. In this regard, by not integrating youdgl into the working process, all the actors
as well as the members of the society become vaffs€ompanies lose due to lost sales and
profits, individuals as a result of the generallidedn their income and the state suffers because

of sales losses and lower income tax revenue.

1.3  Social Costs of Youth Unemployment

As was illustrated in the previous subsection, |paem societies have to deal with the
severe economic consequences of being incapabdntégrating young adults into the labour
market. However, the economic costs of youth unegmpént are the only price Member States
have to pay as a result of their excluded youtltig®sphere denotes another area which is

affected by youth unemployment. In this regard,stiration of being unemployed can
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subsequently convert into resentment against goeista whole or the governments that
represent it (Eurofound; 2012). It can be argued tie potential implications of being young
and unemployed may thus be reflected later in @matratic engagement or civic participation
of young adults. Ultimately, this can be considepeablematic as “the active participation of
young people and NEETs in the democratic procestesociety is a key element in the

sustainability of society” (Verba; 2003; p. 664)alcertain social group or the majority of such
a group, e.g. young unemployed adults, decidesorymrticipate in elections and vote, political
representatives may overlook and ignore the neel@vant to the respective social group
(Verba; 2003). This may then result in the lacklegitimacy for the elected government.

Consequently, social groups influenced by sucltladd attention by politicians may over time

become alienated and lose trust and confidendeeidémocratic process.

All in all, taking into account the current stateadfairs, it is not surprising that youth
especially may become disengaged from the traditipolitical process and is thus less capable
of representing its interests. This fact puts yopegple at very high risk of “abandoning” their
loyalty to the society and considerably reducerthbility to raise their voice and claim their
rights (Eurofound; 2012). In the extreme case, subkhaviour may result in exiting of young
people from the society as a whole which can subesdty contribute to the increased risk of
their political marginalisation.

Therefore, it can be concluded that the positiatate adopts towards addressing this
issue can be relevant not only for the economyitnprogress but also for the retention of a
proper functioning political system as well asdtsdibility and legitimacy. The next section
will give a brief overview on how and by what medins issue of youth unemployment can be
tackled but, above all, will show that the currstatte of affairs in the EU is, in principle, clogel
linked with the political-economic ideology pursugyglthe EU (Scarpetta et al.; 2010). The next
chapter will, thus, look at the political-econorideology behind EU’s “way of functioning” as
well as start the debate on the likelihood reldtethe change of this logic as a result of the

global economic crisis.
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2 Theoretical Framework and the Literature Review

As can be seen from the previous section, youtimpigyment may denote a serious
issue that can occur within a state system. Thisbeaexplained especially by looking at the
effects that this problem may have on the socistwell as economy of a respective country
and therefore it is necessary to approach thieigsaperly in order to reduce its negative
consequences. According to a number of authorgsinmvents can play a crucial role when
attempting to reduce high rates of youth unemplowr(eg. Keynes 1936; Brunello et al.; 2007;
Floreani; 2014). On the one hand side, they deon&of the leading force of the economic
growth which is indispensable for the retention anehtion of new jobs in the economy in
general. But on the other hand, they can also tiireontribute to greater employment rates
which in turn impacts the growth within the econoriye significance of investments was
firstly presented by John Maynard Keynes (1936) laasl been subsequently confirmed by a
great number of other scholars (e.g. Backer; 1B&dr; 2011; Kochan and Litwin; 2011; Lazar
and Lazar; 2012; Brunello et al.; 2007; Floreafil2, Osterman et al.; 2001). Therefore it can
be clearly stated that investments are of impodasmien it comes to the reduction of youth
unemployment as well as unemployment in general.

Nevertheless, what is also important to take irdooant is the way investments are
incentivised as well as how and to which sectoey tre allocated. In this regard, first, it is
necessary to clarify that the nature and charactemvironment in which investments are being
carried out (political-economic setting) is an imgant indicator of how and by which means is
the investment activity managed, and not only wiispect to the reduction of (youth)
unemployment. Thus, when it comes to the politexanomic ideology, it serves as a good
indicator of explaining the investment approachdmg ensuring employment.

As for the twentieth century, two main theories eveetting the direction of societal and
economic development. The first, which developedtiimes of the Great recession, was
Keynesianism. In this regard, Ruggie (1982) clairtiead the post war period was ruled by a
system extoling the freedom for states to “suppth€ir economies as well as enhance and
promote their provisions connected to the estaflesit of a welfare system, including
regulation of their economies in order to reducemployment. This argument was later
confirmed and complemented by a number of othdraast(e.g. Overbeek; 1990; Lipietz; 1992;
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Van Apeldoorn and Horn; 2007; Gilpin; 1987; BuchrAdan and Wigger; 2010). This approach
was based on Keynes’ influential work, Beneral Theory of employment, interest and money
(1936), in which he explains the significance aftstinterventions as well as state investments
into the economy in order to ensure redistribuo macroeconomic stability. Particularly
relevant, for the purpose of this thesis, is higrapch towards employment. In this respect, he
claimed that full employment is the key to econopricgress and prosperity. Keynes believed
that in the case of rising unemployment, which Becgived as a sign of economic recession,
state by means of public investments should diyexttate new jobs and thus contribute to
aggregate demand which in turn, again, stimul&egtonomic growth. In his opinion, the state
has the responsibility for taking the necessargsssmed at reduction of unemployment and,
consequently, promotion of economic growth whichriked to and dependent on the level of
employment in the economy.

Following of the Keynesian ideology proved effeetifor more than two decades.
However, with the outbreak of the economic crissised by the first oil shock in 1971, and
occurrence of stagflation, the system based on &&gn logic collapsed. As a result of such
events, a new political-economic ideology has @keh the dominant position in setting the
direction of economic development as well as ther@gch towards investing in employment
(Evans and Sewell; 2013). Neoliberalism was bawiving the liberal thoughts of free market
and less state interventions (e.g. Herman; 200an&and Sewell; 2013; Schmidt and Thatcher;
2013; Jenson; 2010). For instance, according tdhBiemsel and Wigger (2010), there was a
clear shift from Keynesianism to neoliberalism #imas from Keynesian welfare state pursuing
full employment to a neoliberal market-orientedestd hey argue that EU competition policy,
due to the developments in 1970s, had been sloagformed into an instrument serving the
interests of those actors reliant on the free ntaké greater liberalisation. Consequently, there
is more emphasis placed on competition and its ptimm as the “highest good ensuring more
for everyone” (Buch-Hansel and Wigger; 2010). Thenes it is clear that when it comes to the
political-economic area, we can see an abandonwfeKeynesian interventional approach
which was replaced by the notion of competitiversessa way to succeed on the free and more
liberal market. All in all, they conclude that theoliberal vision of “competition only” is now
a dominant logic when it comes to the EU, leadng tnarket-based competition regime with

private actors being equals to the public onestlier words, state or public actors should not

20



intervene in the functioning of the market, thusvieg the private sector exposed to “natural
competition”. Ultimately, all these development®atpt to create an ever-greater “level playing
field” of free markets also in the global scale.

Bearing these developments in mind, it is worthevto explicitly stress that pursuance
of the neoliberal ideology resulted also in a ngpraach towards exploiting employment-
stimulating investments. The role of investmentsreguring full employment has changed into
investments promoting competitiveness with incrdassge played especially by the private
companies (Evans and Sewell; 2013). In other wotlds, idea of full employment was
abandoned preferring rather an investment apprpemhoting companies” ability to be more
competitive on the market. From the neoliberal poinview, companies denote the leading
force of economic growth by means of their progeess advancement. Consequently, they not
only contribute to a greater performance of theonal economy but affect also the employment
situation within the state as the development axmhesion of the private sector results in
intensified production requirements which in tuntreases companies” demand for labour
force.

Thus, when it comes to investments as such, edjyeane approach has occurred which
has a rather strong impact also on the reductigloath unemployment. Investments in human
capital have increased dramatically with the intiicbn of neoliberalism (e.g. Globerman;
1986; Bartel and Lichtenberg; 1987; Blair; 2011;ckan and Litwin; 2011). In fact, a rather
large bulk of literature suggests that becausehef dystematic changes concerning the
production process in the last decades, the demmachdequirements for certain types of labour
changed considerably (e.g. Schulz; 1975; Welch,0L9f can be argued that, nowadays;
investments in education and training (human cBpiiehave in a rather similar manner
compared to investments into physical capital (Bl2011). As a result of this fact, it can be
stated that human capital, especially in a nedibeorld, can be considered significant as it
enables companies to enhance the overall prodtycawnd thus contributes to their increased
competitiveness on the global market. Consequeittlis not surprising that this type of
investments is being promoted not only by statg. (@ means of increased attention paid to
the education system and schooling in early stafgeople’s lives or active labour market

policies later on) but also by the private sectog.(on-the-job training).
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Although the literature suggests that invesiimen human capital have positive effect
also on increased employment probabilities, themedevelopment which impacted the global
economy, including the EU, raised a number of qaestand doubts concerning the currently
pursued political-economic ideology and its adeguaso in terms of ensuring employment. In
2008 a global financial crisis broke out, leavihg EU in a state of economic recession and
high unemployment rates, particularly among youegpbe. According to Keynes (1936), after
every crisis there is a need to reconsider theiegiapproaches and the ideology they are based
on. Therefore, what this thesis seeks to revealaaitbto the academic debate is whether the
after crisis period triggered a change in the teecal framework the EU pursues when deciding
on the investment strategies towards reducing yoagmployment or that there is rather a
continuing tendency in following the “old” theoredi concept.

So far, we can identify two groups of author thhkady attempted to address this
question. On the one hand side, academics suchiles {#009), Stiglitz (2008) or Altvater
(2009) constitute a block predicting the retreatfrneoliberal ideology. On the other hand,
there is a considerably greater group of authorgloding that neoliberalism is likely to not
only survive but even thrive in the post 2008 parivevertheless, this is also dependent on the
form which neoliberalism will eventually adopt (eHpdgson; 2009; Comaroff 2011; Schmidt
and Thatcher; 2013; Martin; 2013; Vitols; 2013; Mg 2013; Aalbers; 2013; Wigger and
Buch-Hansel; 2014).

As for the first group, Altvater (2009) is an autlpooviding a rather critical view on the
current economic ideology pursued. In his artibkgives an outline of the historical evolution
of neoliberalism since 1970s until the 2008 crisisich he describes as the end of the neoliberal
era. In general, Altvarter is rather critical whiertomes to the neoliberal economic regime,
considering the consequences it had on the glamelcenmy as well as society. He argues that
the neoliberal ideology was proving problemationirds introduction in 1970s, starting with
the debt crisis of the Third World countries andtaauing with the financial and banking crisis
in 1990, the “peso” crisis in 1994 or the Asiarsizriin 1997. And the culmination of all the
problems emanating from this concept came in 2B@8rgues that all this is a consequence of
financial liberalisation and subsequent financralavation aimed at increasing the yield of
financial assets, which ultimately caused a rejwassf the real economy. In other words,

enormously high yields connected to financial ckimecessitate also high growth rates.
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However, when it comes to growth there are sociatural as well as economic limits.
Consequently, the neoliberal ideology can be regghrds unstable and, in the long run,
unsustainable. As a result of all the facts memtibabove, he believes that it is necessary to
rethink and reconsider the relation of finance eequital to the real economy on the global scale.
He concludes that although the economy is not saci#g heading to a post-neoliberal order,
there is definitely a need for a stronger state igdnterventions. He argues that not self-
regulation of the financial market but rather aestection is needed; and in this regard; a lot of
money, particularly public sources, has to be smentin order to save not only financial
institutions but also the economy as such.

Although Altvater rises some valuable points, hitgcke can be to a certain degree seen
as rather one-sided and bias as no “achievememisth neoliberalism certainly attained, are
mentioned. Instead, there is merely a strong aetigf the current neoliberal order. Therefore,
it can be argued that a slightly more balancedagr would certainly make the article more
convincing.

Similarly to Altvater, Wilks (2009) also argueshis article that the 2008 crisis denotes
an opportunity to rethink and redesign the existimgoliberal system. He based his
argumentation on the notion that the outbreak efglobal financial crisis considerably raised
doubts about the credibility of the establishedesysas well as the economic, neoliberal, model.
He states that the current “constitutional settlethis under threat and thus concludes that the
regulatory relationship between private and pusdictor - state versus companies - emanating
from the neoliberal concept has to be changed eahekigned in order to stabilise the European
as well as global economy.

Another author predicting an abandonment of thdilbe@l ideology is Joseph Stiglizt
(2008). He also claims that the existing theoriedevegulation and opening markets proved to
be rather ineffective and inefficient as can bensaethe post-2008 economic development. He
argues that this is a proof of the fact that tlageshas to play a role in the economic sphere. He
also believes that the shift that has been madggruthe neoliberal logic, from focusing on
growth and employment to financial stability iste@mly one of the reasons the crisis broke out.
Stiglitz shows that “unrestricted” markets are staible nor efficient. Thus, he concludes that a
change in the economic thinking has to be madethsut it the economic stability is unlikely

to be restored and economic growth will remain urtesat. In this regard, he believes that
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there is a need for further research connectdudagsue, which can show whether a change in
economic approach actually will materialise andstaunore stable economic environment will
be eventually established.

Skidelsky (2008) also represents an author calbn@ change of the current neoliberal
economic regime. Nevertheless, unlike the acadeahiose, he does not, in his work, explicitly
focus on neoliberalism as such but rather makesdbe for Keynes. Skidelsky writes not only
about Keynes” place in economic history but paysn&bn predominantly to his ideas and
thoughts, which he presents as relevant also todayargues that the global economy is
collapsing and that the “way out” is to revive they means of extra spending, especially from
public resources, as well as strengthen the ralleeofjovernments instead of a mere regulation.
All'in all, he concludes that the global finanaaisis signals the end of the previous neoliberal
constitution and that the Keynesianism has thenpialeto return as the new ideology.

Although Skidelsky’s work is certainly interestipgece of work, it can be argued that
from an economic perspective there are numeroustgdtinat are not entirely clear. In this
regard, many arguments may seem rather inconsatelrard to follow, what is more, there is
an absence of any relevant counter-arguments adéaysesianism. Thus, his message of the
need for “Keynes” return” is in the end rather dioesble.

The last representative of authors calling or ptanly a retreat of neoliberalism is Kotz
(2009). Also he adopted a slightly different apptoaompared to the first two authors. He looks
especially at the causes and consequences ohtrefal crisis, and argues that the current state
of affairs can be regarded as a crisis of neollbeapitalism. In his work, Kotz deals mainly
with issues such as asset bubble and credit crlouchddresses also the problem of deflation
of today’s economy or the financial (in)stabilityevertheless, after his analysis he also draws
some conclusions from the theoretical point of viewthis regard, Kotz argues that due to the
deficiencies that caused the global financial syishe neoliberal model of the economy is
unlikely to remain intact. He believes that theséirig system as well as the ideology behind it,
will certainly be subject to a transformation oresdst significant restructuring. Nevertheless,
he concludes that there are many factors which affegt the ultimate result of the economic
redesign and thus it is necessary to wait for othéicators which will make the situation
clearer. In the end, Kotz points out that furthesearch is needed to shed more light on the

developments pertaining to the economic restruaguoi global markets.
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On the contrary, there are numerous authors whsgdban their research, incline to the
alternative that neoliberal ideology is not likétdybe abandoned or considerably restructured.
Such an argumentation emanates from two main lesiékhe first is presented, for instance, in
an article by Wigger and Buch-Hansel (2014). Thelelve that the EU can be considered as a
regulatory state which is strongly influence by tie®liberal ideology. Nevertheless, unlike the
first group of authors mentioned above, they aripa¢ the recent economic crisis is not the
implication of the neoliberal strategy that hasrb&®lowed but rather the consequence of the
economic and political elites which are affectiig tpolitical-economic heading of the EU.
Based on these arguments, they claim (by also sigpthiat no considerable deviation from
neoliberal ideology has been experienced so fa) ttiere is no reason for abandoning the
neoliberal paradigm and thus no break with the pastoe expected. In addition, they also add
that, even if the neoliberal concept was flawed, itteological shift is unlikely to materialise
as, so far, there is no viable alternative to theent economic setting that could be simply
adopted.

Despite the fact that Wigger and Buch-Hansel destnated that no dramatic ideological
change has been recorded, their argumentation seetmsompletely sound. Especially the
statement that not the neoliberal logic but ramnomic and political elites are responsible
for the outbreak of the crisis appears misleadinghis regard, it can be argued that such a
dominant position of certain actors, e.g. in ecola®alm, is the consequence precisely of the
neoliberal setting, thus providing room for the atren of powerful economic “giants”.
Consequently, it could be concluded that the casid the ideological approach followed are
closely related and therefore can be seen as ameected.

On the other side, although e.g. Schmidt and THeatq2013) also agree that
neoliberalism is not likely to be abandoned, thdentify different reasons for such a
development. In their work they seek to clarify wing constantly return to neoliberal ideology
which, thus, not only survives but even thrivesafTargue that steady growth of neoliberal
economic ideas can be seen in Europe since ed33s18nd despite the “dot.com” crisis at the
turn of the century as well as the one after thleofahe Lehman Brothers, there was no major
re-evaluation and reconsideration of the neolibieleds when it comes to the EU market. They
claim that although a “brief” return to neo-Keyragsm can be seen immediately after the

outbreak of the global financial crisis, the neelidd concept was still far from being abandoned
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since politicians as well as policy makers, agb@gan to call for the extension of neoliberalism
in the economy. Schmidt and Thatcher argue that thie five reason why neoliberal ideology
IS so resistant to any considerable change over tim

Firstly, they claim that neoliberal concept cancharacterized by generality, diversity
as well as mutuality. In other words, it can bensag a set of principles and ideas rather than a
certain set of positive doctrines. This means tieadiberalism is widely applicable and, above
all, rather adaptive enabling it to adjust to vasi@evelopment. This is given also by the fact
that the neoliberal concept as such is seemingtyrpinous and complicated to define precisely,
thus can be transformed over time and, what is newen absorb new ideas. Due to this fact it
can be considered resilient to any major change.

Secondly, Schmidt and Thatcher believe that neddiism works especially merely in
rhetoric terms rather than in reality, which metre the neoliberal ideas are often not easy to
implement. As a result they identify a so calleédrgdox of non-implementation” of certain
neoliberal ideas which may in principle prove béraffor this ideology in the long term. Thus,
due to the fact that many policy ideas are notiptesto achieve in practice, there is a returning
trend of these notions which is reflected in, fostance in political debates or programmes.
Consequently, we can see a continual return ofilmeralism that can be characterised as the
benefit on non-implementation.

The third factor contributing to the resiliencetloifs concept is that the neoliberal ideas
can be in general seen as being more successfatious policy debates or political discourse
when confronted with other political-economic aft@ives. This is given by the fact that the
logic of this concept is often seen as “common aseaad therefore may also better resonate
with e.g. ordinary citizens. In other words, thasen why neoliberal ideas persist is because of
their clear and understandable content, the lagelfias well as the completeness of the
completeness of their awareness to the currentotenpal problems, which according to
Schmidt and Thatcher appear sound and easier $p granpared to alternative concepts such
as neo-Keynesianism.

The forth argument states that neoliberal ideasamg promoted especially by actors
who gain out of this constellation and are thug ablachieve their goals. To put it differently,
they pursue the logic of self-interest. Such “basétan be noticed by politicians in terms of

regaining or retaining the power as well as variecsnomic actors who have the opportunity
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to profit mainly materially. All these developmermisovide incentives for these increasingly
dominant actors to prevent any dramatic changedardo be able to continue benefiting from
the system.

Finally, institutionalisation connected with theedhiberal ideas also indirectly
contributes to the increased resistance of theitiggiion in practice. After more than three
decades of pursuing neoliberal concept, the idgolas a dominant and to a certain extent
protected position compared to other alternatividss is given especially be the complex
institutional setting created and developed ardhisdconcept. Consequently, it would be rather
complicated as well as problematic to overhauletkisting institutional structure. Thus, it can
be simply “easier” to follow the current neoliber@éology and potentially address and adjust
elements that can be considered deficient rathen thtroduce a new political-economic
concept which would require restructuring of therent institutional environment.

Very similar view on the position of neoliberakmlogy is share also by Aalbers (2013,
2013a). This author starts a debate on the rolepasdion of neoliberalism in the after 2008
period. He discusses and analyses what happensebtiberalism as such during as well as
after the outbreak of the global financial crigislbers emanates especially from Smith’s work
(2008) and argues that although neoliberalism fhasout of ideas politically” it still remains
dominant in the political-economic realm. He claithat this ideology “recorded a big blow”
in 2008, nevertheless, we certainly cannot undeitatremnant power and influence. In this
regard, Aalbers believes that declaring the nerdibideology or practice “dead” would be a
mistake. He continues that even despite its failtire neoliberal practices are still alive and
“kicking”. He argues that some, especially Keynestlements are often presented as solutions
to the current crisis; however; this can be seerelpas a temporary answer which would still
resulted only in a rescue of the otherwise, and ttantinuing neoliberal system. Similar to
Schneider and Thatcher (2013), he states thathezalism is a flexible concept and therefore
the Keynesian salvage measures can be absorbed Mgvertheless, he asks how far can
neoliberalism mutate and adjust to other ideologied still be labelled as such. All in all,
Aalbers concludes that neoliberalism will not béedéed so easily but it will take rather long
time for this ideology to lose its dominant and émgnic position in the sphere of political
economy. Finally, he points out that there is stiffreat deal of work which has to be done to

closer map the developments to come as the csisierely at the early stage. Therefore, more
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attention should be paid to this issue to be abléetermine what the future of neoliberalism
will be.

Similar conclusions are drawn also by Comaroffl(20in his research. As a result of
the 2008 crisis he analyses whether neoliberalisached its “natural” end. Comaroff also
recognises the adaptive character of neoliberalishich, in his opinion, makes it rather
difficult to clearly define. Nevertheless, he beées that this is the main reason why
neoliberalism has an increased ability, compareathier ideologies, to survive. In the end, he
concludes that despite a number of transformatifestepredictions pertaining to the future of
political economy, the majority of indicators sugtgeno dramatic diversion from the neoliberal
concept. As a result, Comaroff believes that noiigant change can be expected to materialise
also in the future, although some minor regulatiareslikely to be introduced.

When it comes to limitations of this article, Cawf& adopted a rather philosophical
approach which makes it more complicated to cldatlgw his line of argument. What is more,
he merely summarises the already presented andspetlworks on this topic but does not
actually contribute to the debate himself. Thasp@an input would certainly be a valuable asset
to the article.

Another contribution to the debate on the develapnof the future political economy
was made by Brenner et al. (2010). In the essayghesent a theoretical framework enabling
an analysis of processes connected to the poteagjalatory restructuring under contemporary
capitalism. Similar to the other authors mentioirethis thesis, Brenner et al. also emanated
from the fact that neoliberalism is the dominamildbgy when it comes to the period preceding
the global financial crisis. Based on this, thégtly, conceptualise the term neoliberalism and
subsequently distinguish three dimensions of “hewllisation processes” as well as further
analyse the “evolution trajectories” of these thiestinct dimensions across the world. Finally,
they seek to present also three scenarios of tke 208 neoliberalisation. Based on their
analysis, Brenner et al. come to two conclusionsmih comes to the regulatory restructuring
of the contemporary capitalism. First, they argu&t regulatory restructuring is likely to be
strongly shaped by territory-, state- as well aBtipo-institutional forms. But second, they
claim that due to the absence of any sufficientnterdneoliberalising strategy that would
replace the existing “market-disciplinary rule-magf’, it cannot be expected that the neoliberal

logic would be considerably changed nor abandoned.
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Finally, the last reviewed contribution is writtbg Patoméaki (2009). Also he looks at
the post 2008 era and seeks to ponder on the fappigcation of neoliberalism as a political-
economic ideology. Nevertheless, his position is ttebate is rather distinct compared to all
the previously reviewed works. In any case, whaitriportant to stress is that, similar to
Skidelsky (2009), he also pays increased attertiddeynesianism as well. Patoméaki argues
that the more narrow and short-term our definibbthe Keynesian doctrine is, the more likely
are we to assume that a new era of Keynesianisormeck In this regard, he emanates especially
from the fact that shortly after the outbreak a thisis virtually all governments engaged into
fiscal stimulus and deficit spending, or what isrejasome banks were even nationalised.
However, when it comes to a wider political-economicture and especially the overall
situation, he argues that neoliberal thinking hasrbleft intact and may have even been
deepened. Patoméaki explains this argument by the tfat, although in the short term
Keynesianism was applied to address the reguldtmiys and correct the macroeconomic
failures, the situation/economy went subsequeithck to normal” — to the neoliberal business
as usual. Bearing this in mind, he argues that sslemaents of Keynesian macroeconomics are
consistent with neoliberalism and can even go tegiéther. Thus, the conclusion he makes is
that Keynesian ideas may still be relevant to apgear in the global as well as national
economy, nevertheless, a “full-scale” return te tigpe of ideology is highly unlikely, given the
strong position neoliberalism has established duttve last three decades.

After reviewing the already existing literature thre discussed problematic, it is clear
that opinions of academics on the future of the @688 political-economic ideology differ. In
general two views can be identified. On the onalrsade, the current state of affairs is believed
to be transformed or at least considerably restirad; with the reintroduction of some,
particularly, Keynesian elements. On the other, yreuthors are convinced that the retreat of
the neoliberal ideology is highly unlikely, givelmetdominance this concept established in the
political-economic realm as well as the flexibleadcter neoliberalism has. Although, they
admit that some new elements might be introdudesljs not likely to considerable undermine
the neoliberal position.

The objective of this thesis is to analyse therapgh as well as recent developments
within the framework of the EU, particularly emangtfrom its investment practices aimed at

reducing youth unemployment. This work seeks tceaéwvhether, when it comes to the
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theoretical context, the ideology the EU pursues B state of transition or merely follows the

existing patterns. The thesis does not attempkpdagn the reasons why such developments
materialise, rather aims to show what the “newidrés and what ideology is likely to come to

the fore when it comes to the European politicalneeny. Thus, first, in order to demonstrate
what the current political-economic setting of #d is, the next section defines and delimits
the two main political-economic paradigms that lewa starting point for the analysis of EU’s

ideological pursuance. These will be later appt®&U’s investment approaches followed in

order to reduce youth unemployment.
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3 Political-Economic Ideologies

After providing an overview of the situation congieig the youth unemployment in the
EU and reviewing the existing literature, the npatt of the thesis focuses on defining and
characterising the two main theoretical paradigmerder to understand what is the foundation
as well as thinking behind an approach, first, veechto emanate from certain theoretical
assumptions. This may, subsequently, contributademtification of patterns and ideas
necessary for a better understanding of the appesaowards existing problems as well as help
to predict future developments.

According to a great number of authors, th& 2@ntury was shaped by two major
political-economic ideologies, Keynesian theory aedliberalism (Herman; 2007; Bas; 2011,
Carabelli and De Vecchi; 2010; Evans and Sewell;32@oannidis; 2011). Therefore, in the
next section attention is drawn to these two tlenriooking at the main principles, ideas and
features characteristic of both of these theorefiaeadigms. This will denote a starting point
of the analysis of EU’s investment approach/stsategzards reducing youth unemployment
that will later enable us to draw conclusions oa plolitical-economic ideology it pursues as
well as highlight the potential effects that thispeoach can have on the EU society and

economy.

3.1  (Modern) Keynesian Theory

A theoretical framework or ideology denotes onthefcrucial elements of every system
and significantly contributes to its further deyaieent in time. As John Maynard Keynes once
said, “the idea of economists and political philasers, both when they are right and when they
are wrong, are more powerful than is commonly ustded. Indeed the world is ruled by little
else. Practical men, who believe themselves tauiie gxempt from any intellectual influence,
are usually the slaves of some defunct econontf&yifes; 1936; p. 382). Thus, identifying and
understanding the system and structure within wthehEU operates, also from the theoretical
perspective, can prove important in order to be &bdetect its potential shortcomings as well

as come up with answers capable of solving thdiegisr future problems.
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In this regard, the attention is firstly drawntbe ideas of John Maynard Keynes, who
due to his ideas has become an “immortal” figurthanrealm of economy. According to him,
capitalism is doomed to unemployment due to, inldhg turn, insufficient demand as a result
of people’s and companies” propensity to savings/els as uncertainty pertaining to the
investment environment (Keynes; 1936). To put ftedently, unemployment is in principle
merely a consequence of insufficient demand, ottvimvestments are an integral part. And
especially these variables are the two key compsramtributing to the economic progress. In
Keynes” view, when a crisis or economic hardshguoa full employment approach/policies
can put the economy back to the path of growthvegltbeing. In other words, full employments
can be seen as the answer to economic stagnatemsasng that people have an income leads
to a greater amount of money for individuals thet altimately be spent in the economy. In
this regard, it can be argued that wages contrittueehigher aggregate demand which serves
as a stimulus for increased production. Consequesilch developments may translate into a
higher economic growth within the respective coynd thus to an overall recovery of the
economy.

What is worthwhile to note is the fact that in thlugic, the state or public sector plays a
key role. It is the state that is responsible Fa treation of the “growth stimulating” jobs as
well as setting up of a regulatory framework tonstiate the economic recovery. According to
Keynes, such interventions can be regarded as sgidgemarket deficiencies — particularly
replacing the job creating role that would undendfoary” circumstances be up to the private
sector to provide. As a result of the incapabiifyprivate sector to achieve satisfactory results
when it comes to employment situation, due toatsiral propensity to savings and uncertainty,
the state has the obligation to ensure the ultidatgesian goal of full employment. This is
simply given by the fact that, as already indicatbdve, since companies are governed by their
expectations, especially in time of crisis or aaremmic hardship they are not able to hire (or to
be more accurate they fear to hire) enough peaptba their production can be augmented.
Consequently, the total volume of employment ingbenomy remains insufficient and so does
the aggregate demand necessary to motivate congpniecrease their production and thus
contribute to the overall economic growth.

What is more, the full employment policies shoukbae supported and complemented

by “additional” state interventions. In other wordse regulation of the market by state shall,
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on top of the job creation policies (especiallythie public sector), also encompass measures
such as utilisation of interest rates by the gowemt or restricting the free movement of money
in as well as out of the country. All in all, indar to partly replace the role of the private secto
and private investments that lag behind due towmfiable often after crisis circumstances,
Keynesian logic states that public spending aneteebdesigned regulation is needed to trigger
and re-establish the economic recovery (Keynes;1B8s; 2011; loannidis; 2011 ). In addition,
state measures and “assistance” may contributeetortprovement of investment environment
for private sector and, consequently, increasddte volume of investments placed into the
economy also by these actors.

Nevertheless, it is important to note that Keynesgiderventional logic may, in the end,
give rise to high levels of inflation which can peorather problematic for the long term
economic progress. The issue is that the amoumookey “poured” into the economy is likely
to increase more dramatically than the volume ofipction due to time delays. In this regard,
companies need certain time to notice the trendaséased volumes of money in the economy
(as a result of greater employment) which showdd l® increased production; however; in the

meantime inflationary pressure can arise, aggnagdkie overall economic environment.

3.2 Neoliberal Approach and its Principles

On the other side, representatives of neoliberakifg believe that a mere increase in
government spending and “pouring” money back irte conomy would not solve the
economic problems as the crisis broke out as dt@qurocesses that took place in the economy
(e.g. Hayek; 1944; Evans and Sewell; 2013). Thusnpting those developments will not help
to overcome the economic hardship but, on the aonteven exacerbate it (Hayek; 1944).
Instead, what is needed is the reallocation artductsiring of the sources which can be achieved
most effectively by the market. For this reasomliberalism can be seen as “political [as well
as economic] ideology that extols the superioritjharket allocation of goods and services over
public provision, and that favors lower taxes, dipewering labor unions, suppressing state
regulation of economic activity, and cutting puldixpenditures” (Evans and Sewell; 2013; p.
38).
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Following this argument it can be derived that afidhe fundamental assumptions
behind the neoliberal logic pertaining to labourkedis the fact that labour is simply a product,
no different from any other product. As a resuige equilibrium in the labour market can be
attained through the “standard” market supply-deshmaachanism and thus the question is what
can be considered as the main determinant wheonies to the supply and demand on the
labour market.

According to the neoliberal logic, the demand s&dgiven by the marginal product of labour,
or to put it differently, companies follow “the lao¥ decreasing returns” (loannidis; 2011). This
means that after reaching a certain point or l@ah subsequent increase by an (one) additional
unit of input gives rise to a smaller, in propomib terms, increase of the output. This fact
translates into a descending curve of the margiraductivity of labour. In the long term, the
labour demand is determined by variables such @mttogy (of production), economies of
scale or by the possibility of “swapping” e.g. laibdo capital. Nevertheless, in the short term,
the demand is determined by the wage level. Foligwihe law of decreasing returns”, hiring
one more worker in the end costs a company moreiththe added value that such a worker
can produce. Consequently, in order to survive,paomes are “forced” to comply with the rules
of the game and thus seek to optimise their ovepalational costs. Therefore, by employing
“the right volume of people” firms seek to maximtkeir profit.

On the other side, the supply side of the labouketas believed to be defined merely
by subjective criteria (e.g Bas; 2011; Carabelld &eVecchi; 2010; Evans and Sewell; 2013;
loannidis; 2011). In other words, if an individweants to work, there is always a vacancy the
worker can fill. The only unemployment in this logs a voluntary unemployment as a result
of “two labour markets”. In this regard, neolibesalherents believe that there are two types of
labour market, one for the well-educated and highilted workers with high salaries and the
second for those less educated or with lower qaatibn and skill level (for lower salaries). As
all individuals prefer the first type of the marketich often cannot or is unwilling to absorb all
the applicants, it is possible that despite vapasttions open on the “less sought-after” labour
market, unemployment rates in the economy may rideerefore, from the neoliberal
perspective, all that has to be done to reduce plwgment is to simply wait until the
preferences of individuals modify to the respecta@nomic circumstances. In addition,

promoting the educational and skills level of thedividuals may help to reduce the
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unemployment rates as the available labour foramrmes more attractive for employers
offering positions on the first type of the labanarket (Herman; 2007; Bas; 2011).

But, all in all, when it comes to the question afpfoyment as such, in the neoliberal
thinking, there is predominantly one determiningiafsle that has to be taken into account,
particularly in the short term. As labour costs teafor companies, the crucial factor in the
neoliberal equation is the level of wages. Gives ltmited resources of companies and their
objective to remain competitive (bearing in mineé taw of decreasing returns), it is the level
of wages that determines the overall volume of eyrpknt in the economy/country. And thus,
the lower the wage level, the more people can fiositions in the labour market. Employment
is perceived as a “by-product” in the neoliberaderstanding of an effective and well-
functioning economy. As for the primary objectivejs clear that competitiveness and its
enhancement is considered the leading factor afeo@ growth whereby optimisation of the
labour costs plays an integral part in this context

Ultimately, it is not surprising that neoliberalissrin general more pro-business oriented
approach. It is based on assumptions that freeetydrke trade and deregulation is the best way
leading to a prosperous and progressive economgn@&and Sewell; 2013). In addition, it is
also necessary to ensure free movement of capithladl attempts to regulate the labour
relations by other than economic means will gige tio the aggravation of the economy (e.g.
creation of barriers on the market) as well as undes the common wellbeing (loannidis;
2011). Furthermore, it has to be pointed out tlealiberalists also greatly encourage and extol
entrepreneurship, self-reliance and sturdy indiaidun (Sewell; 2013). In other words, by
promoting these values and principles, “entrepraaktinking” can spread. As a result, there
might be a tendency towards transformation of dhedabour force into entrepreneurs who can
then become more independent instead of relianbtber employers. Furthermore, such
developments can also directly translate into lowreemployment pressure at the “employee
level” (since more people will seek self-employmeas well as reduced labour costs for
companies due to new possibilities to exploit “exéd’ services which may be cheaper than
employing an own worker/employee (considering costted to e.g. social protection).

Finally, whereas high inflation rates are characteristic Kefynesian approach,
neoliberalism may be connected with deflationamspure. This can be explained by the fact

that neoliberalism in general aims to contributd give rise to great volumes of products in an
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economy, however, at the same time may be affdntedadequate aggregate demand as also
unemployment may rise. As a result, tendenciessvarice reduction may occur, which can

lead to deflation and thus stagnation of an economy

3.3  Comparison of the Ideologies

Thus, summarising the main assumptions and ideaheoftwo political-economic
concepts, Keynesianism and neoliberalism differsagrably in their approach towards
stimulating economic growth and addressing unenmmé&nt.

“The main argument is that in the context of Keyae&conomics, labour cost has been
set in the periphery of the theory, allowing labrelation to become a subject of social-political
regulation. By contrast, neoclassical [neolibeealpnomic theory and its successors place cost
of labour at the core of the theory, which in tuneans that any attempt to regulate labour
relation by non-economic criteria undermines theemn wellbeing” (loannidis; 2011; p. 2).
Whereas, on the one hand, state regulations an poNestments play the crucial role under
the Keynesian thinking, neoliberalism, on the otipdaices market in the centre of its ideology
as the most effective and efficient way to prometenomic growth and subsequently reduce
unemployment rates among the population and alle staterventions are considered
undesirable.

Considering the assumptions stated above, it & that there is a significant distinction
when it comes to the orientation of the two appheac As for Keynesian logic, the major
emphasis is put on labour, therefore we can ddfim® pro labour oriented whilst neoliberalists
tend to extol companies and may be thus considage pro-business orientated. Following
this pattern, it can be argued that the two appres@ursue different objectives in order to
ensure economic growth or facilitate the econora@overy. In this respect, full employment
approach/policies prevail in the Keynesian ideol@yd seek to trigger economic growth
through strengthening the aggregate demand. Empgolyrs, thus, in this context the means as
well as the main goal. On the contrary, neolibemlifollows the logic of increasing
competitiveness. Unlike Keynesianists, they beligdva economy can best progress when
relying on companies and their ability to contrdbid the economic growth and subsequently

creation of new jobs. Nevertheless, it is importentpoint out that as competitiveness is
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dependent on the costs of labour, especially im@srof economic hardship the volume of
employment is likely to decrease considerably. @gaosntly, there is a rather contrary approach
of the two ideologies when it comes to employménthis regard, adherents of Keynes believe
that job creation and hiring are the answer to enuoa crisis whereas in the neoliberal context
downsizing and job destruction are perceived asssary preconditions of economic recovery.
Furthermore, what it also different when it comeshe labour force is its quality. In

general, neoliberal environment tends to “rewar@dgle with high level of education or those
well trained and skilled as their added value isaggr and thus contributes to companies
productivity and subsequently competitiveness. l@ndontrary, as Keynesian theory believes
that full employment approach is the answer to eooo downturns in this context the level of
education is not considered the decisive factas. believed that everyone should be integrated
in the labour market, irrespective of its qualifioa, in order to contribute to the aggregate
demand. Nevertheless, it is worthwhile to notet thadern Keynesian theory acknowledges
that human capital plays a significant role whercatmes to reducing the occurrence of
unemployment incidents of individuals and increggimeir chances to enter the labour market
(e.g. Blair; 2011; Kochan and Litwin; 2011).

Table 1: Difference between Keynesianism and nediism - Main criteria

Keynesianism Neoliberalism
Orientation Pro labour Pro-business
The “leading force” of | State (full employment) Market (competitiveness)
economic  growth and
recovery
The role of state State interventions needed State interventions considered

(Focus on full employmentundesirable
as well as creation of better
investment environment far

private sector)

Position of labour costs in| Labour costs in thelLabour costs at the core of the

the ideology periphery of the theory theory
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Position of employment Employment as the mainEmployments merely as |a
objective as well as“by-product” reflecting
instrument companies” progress

Employment in periods of| Tendencies towards jgbTendencies towards jab

crisis creation and hiring reduction and downsizing

Positions of actors on thg Companies and workers a€ompanies/entrepreneurs” led

labour market equals (balance) economy  (propensity tp

inequalities in a society)

Role of human capital Role and added value pEducation and training
education and trainingconsidered important factofs
recognised but not seen fasontributing to an increased
critical probability of labour force to

enter the market

Potential problems Inflation Deflation

Source: Own elaboration
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4 The European Union and the Issue of Youth Unempjonent

After introducing the two main theoretical paradgy the next section seeks to provide
the “practical” basis enabling us to identify angblain the theoretical framework from which
the EU investment strategies to reduce youth uneynpént emanate. In order to understand
what is the foundation as well as thinking behiregeain approach, it is also needed to look at
processes, instruments and roles of particularaatothe respective system. By doing so we
may easier discover on what principles the respeslystem is based and thus provide answers
on how the issues at hand as well as in the fiatedikely to be addressed. In other words,
analysing the processes and operations within @rsykelps to define the theoretical context
from which it emanates. As a result, this may dbaote to the identification of patterns
necessary for a better understanding of the appesaowards existing problems as well as help
to predict future developments.

When it comes to the EU investment approaches diirae reducing youth
unemployment, by exploring the functioning, proesssoperations or the specific ways of
intervening, it can be showwhatrole, in this particular case, investments plathenEuropean
context andhowthey contribute to the stimulation of the econoagtivity and subsequently to
the reduction of youth unemployment. This will,imlately, help us to identify and define the
theoretical context the EU pursues.

Given the incapability of the majority of the Meml&tates to adequately and effectively
address youth unemployment themselves, the Eledtistbecome more involved in this area
(Clasen et al.; 2012). Thus, the remaining of tepter explores in more detail the role of the
two major actors at the EU level, the European Casion and the EIB Group, responsible for
dealing with the issue of unemployment as well@stly unemployment more specifically. For
this reason, this section continues with definimgtwo actors, characterising the principles on
which they operate as well as instruments used.

First, to add some context to the debate, theltadacterises itself as an actor attempting
to improve living conditions of the people withis structures (Clasen et al.; 2012). In order to
do so, it draws up strategies aimed at addresssgs that are undesirable for the EU economy
and society, including youth unemployment. The Etaklished Europe 2020 (before the

Lisbon strategy), a framework putting forward pities for the Union to pursue. It stipulated
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that the EU shall promote and contribute to impngvts competitiveness on global market. It
also aimed to ensure that the growth potential vethain high which should be achieved
amongst other by the integration of all groups imithe society into the labour market. In other
words, the main priority of the Union is a formattiof a competitive knowledge based economy
which is capable of smart, sustainable and inckugrowth (EC; 2010).

In order to attain these objectives, educationteaiding as well as improvement of the
economic/business environment (especially for SMEEspte an integral part of the framework.
Until now, there are two main actors at the EU leegking to contribute to the pursuit of such

developments: the European Commission and the Earomvestment Bank.

4.1  The European Commission and the European Socigund

The Commission is one of the main bodies resptmddr stimulating investments
contributing to youth employment since, similartythe European Investment Bank, it is able
to deploy significant resources across the MemltateS. Especially through the European
Social Fund (ESF), it attempts to contribute tot@usble development which should be
achieved by the means of promoting three goalsnaoic growth, competitiveness and
employment (EC; 2010). For this reason, the ESFeaseen as “Europe’s main instrument for
supporting jobs, helping people get better jobsemslring fairer job opportunities for all EU
citizens” (EC; 2015; p.1). This fund works primgrdn the basis of investing in human capital
with a budget of approximately €10 billion a yeBC{ 2015). Consequently, when it comes to
the younger generation, ESF has considerable im@dsd on youth and particularly on its
employment. In this regard, there are two flagshijiatives of the ESF which directly focus on

youth employment:

* Youth on the movetesigned to increase young people’s mobility, astdmneismatches
on the labour market throughout the EU and fatditabour market integration.
 An agenda for new skills and jobsoncentrating particularly on upskilling and

improving the performance of educational systenthiwithe Member States.
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4.1.1 ESF Functioning

As for the functioning of the ESF, it works on thrnciple of operational programmes
(OP). In this regard, the EU acts as a distribafdeSF funding to especially eligible Member
States or regions to financially support their Oficlv are designed in advance for the seven
years programming period. To elaborate on this amemdetail, the leading principles defining
the functioning of the ESF are as follows (EC; 2013

» Partnership -The ESF is designed as well as implemented intagahip between the
Commission and Member States/regions. Apart froblip@authorities, there is also a
great number of other partners and actors (e.g. N@Oworkers” organisations)
participating in the processes of designing andlempnting the ESF strategy. Such
joint approach strives to contribute to a more aife and efficient spending of ESF
sources as well as seeks to meet the needs ofeéhekt States or regions concerned.

» Co-financing- It is also an important principle characterisifcthe functioning of the
ESF. In this regard, not only “EU money” is utilisbut public or private financing also
denotes an integral part as it is required in otd@&nsuring ownership of the projects at
the most relevant level - national or regional.

» Shared managemenAs the third operational principle, shared mamaget ensure that
responsibility will remain at the appropriate lev&lthough guidelines are drawn up at
the EU level, the consultations always involvetladl respective stakeholders; and OPs
are always negotiated between respective autheoréied the Commission. By this
means, the implementation and management of thegwsowill ultimately remain the

responsibility of the relevant national/regionalhaurities.

In this way, the Commission, through the ESF, sffercentives for changes and
developments in the Member States towards EU” <tibgs within the Europe 2020 strategy,
and acts as a coordinator when it comes to degigoamcrete projects. Nevertheless, it is
worthwhile to note that Member States/regions &lietlse key players deciding on the actual
implementation and management of the project. Ttesprinciple of subsidiarity remains the
crucial element of ESF functioning. For this regsthe next subsection draws attention to
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particular policies and interventions which areganed by the ESF means and which seeks to

address the issue of youth unemployment.

4.1.2 Policies and Interventions

When it comes to the tasks of the ESF for the Z0@1I3 period, the period most affected
by economic crisis and thus economic downturnB8€ had the task to “strengthen economic
and social cohesion by improving employment andgpportunities, encourage a higher level
of employment and create more and better jobs” @&4; p 10). The ESF 2007-2013 was

designed to support actions towards six policy gjoal

* Enhancing adaptability of (young) workers as walleaterprises and entrepreneurs.

» Facilitating access to employment as well as conting to the sustainable inclusion of
employment seekers and inactive persons into theutamarket (putting emphasis on
people between 15 and 24).

« Contributing to sustainable integration in labouarket and combating discrimination
in employment with special focus on disadvantageple (including youngsters).

* Promoting human capital as well as increasing pulaind private investments in this
form of capital.

* Promoting partnerships among the relevant stakedrslth an effort to facilitate access
to employment and labour market inclusiveness.

* Reinforce the capacity and efficiency of instin§ including public administrations

and services.

As may be concluded from this list, the main footithe ESF policies is on the issue of
employment, with particular focus on employabi(iipskilling) as well as necessary provisions
indispensable for achieving this objective. Thigwdd ultimately contribute to a smoother
integration and inclusion into the labour markeC(R2014).

Next, in order to better explain and describertive of the ESF, the subsection continues

with a more detailed analysis of the policies amiérventions most relevant for promoting
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employment amongst young people specifically. Imeotwords, this part explores how the
European Commission, through ESF, intends to aelobjectives set in the Europe 2020.

First of all, it is important to highlight that wh it comes to youth employment,
emphasis was places especially on three main paliegs, namely, access to employment,
promotion of human capital and enhancing adaptglafirespective stakeholders. In financial
terms (percentage of expenditures), the refineroktite activities focusing on improving the
access to employment absorbed 32% of the total leSdurces, followed by human capital
measures with 31% and adaptability representing &f7éte total expenditures (EC; 2014).

With respect to concrete actions and interventtaken to alleviate the situation related
to youth unemployment, as already indicated abowvest emphasis was put on access to
employment activities. And, the most significarteinvention was aimed at enhancing recipient
employability. This included actions such as prowdrecipients with information on e.g.
training or requalification opportunities, advice guidance on, for instance accessing those
courses and therefore facilitate their integratioto the labour market, assisting with their
personal development, upskilling (basic as well employability skills), provision of
professional experience and internships (e.g. erdh trainings) or post-job-entry support
(aftercare).

Another category of interventions to improve thecess to employment can be
characterised as the “creation and retention” oplegment approach which is necessary in
order to find and provide job placements for thade need them. This group of activities
encompasses measures to support self-employmstatrbups, incentivise employers and firms
to recruit youngsters as well as measures to ctestsitional/supported jobs, especially in the
most depressed sectors but also for groups mostedg\affected by the crisis, which young
people certainly were.

Finally, the last type of intervention for pronmg access to jobs was particularly
institutional capacity building. ESF resources wéhes, expended to improve the capacity of
services connected to public employment and trginin other words, the main goal of this
measure was to support the creation of more efieaind efficient systems and processes which
would contribute to a better employability buildinfjrecipients.

The second most important ESF supported polidgt &ppears to be enhancing human

capital. Here we can also identify a number of gaties of interventions. The first can be
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characterised as improving educational provisiomgich in general include activities to
enhance the quality of education offered. The ogheup of interventions is explicitly addressed
to young people and their school to work transitibm be more specific, it includes reengaging
of young people who dropped out or those exposeahtincreased risk of dropping out of
school, provision of advice and guidance on futcaeeer or, alternatively, promotion of
internships and apprenticeships.

Finally, the last policy field considered relevaotpromote youth employment by the
ESF resources is the adaptability of young worlesrsvell as especially private enterprises.
Here, interventions include supporting start-ugspecially in terms of providing advice and
guidance on funding sources and mentoring and aogdbr the prospective entrepreneurs -
upskilling existing employees or assisting entraptgs to maintain employment levels by
supplying subsidies to employers or inducing thershift to a shorter working periods).

This overview shows that the focus and functionoighe ESF is to a large extent
determined by the objectives the fund should purpadicularly those set in the Euro 2020
strategy. Nevertheless, a crucial role play alse particular Member States and their
interventions through which these objectives carati@eved. This subsection attempted to
explore in more detail the role of the ESF whicbvies Member States with resources to
reduce unemployment particularly by co-investinghia employability of the final recipients.
The next part draws attention to the investmenirenment, more specifically to improving
access of SMEs to finances as the second impgotasbndition of effective dealing with
unemployment. Thus, the role of the European Imwest Bank, as the second key
employment-stimulating actor at the EU level, isadissed.

4.2  The European Investment Bank

Another important body designed to support youteraployment, although indirectly,
is the European Investment Bank (EIB). It was dithtn 1958 by the Treaty of Rome and at
the present time “EIB represents the largest namdtihl development bank in the world”
(Floreani; 2014; p. 43). It can be defined as tndity-driven public bank” whose main goal is
to achieve the EU’s policy objectives. In princjplby providing a long-term loans, loan

guarantees or microfinances the EIB attempts tdriborte to the achievement of EU’s long-
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term strategic priorities, particularly the compe& knowledge based economy capable of
sustainable growth” (EIB; 2013; p. V). EIB operatesa principle that its lending as well as
advisory activities stimulates and unlock additidngestments throughout the EU. In practice,
these activities concentrate on viable and sounfegts in all the Member States of the EU
(although it supports also external actors) withcsgl emphasis on development of innovations
and skills, promoting access of SMEs to financepuece efficiency as well as strategic
infrastructure. These activities of the EIB are eotpd to stimulate economic growth and
employment throughout the EU in the forthcomingrgea

However, in 1994 the structure of the EIB changed was modified into the EIB
Group. Nowadays, it denotes only one componertiefaroup. The other one is the European
Investment Fund (EIF). Today, EIB can be perce@g@ European development bank which
by exploiting its AAA rating offers favourable leimg) solutions to various financial institutions
as well as national and regional authorities. Iis ttespect, its goal is to leverage their
investments allocated to the Union developmentesgras and priorities.

As for the EIF, it is perceived as a special instent co-owned by the EIB together with
the European Commission. “The EIF is a self-stamdinvestment fund providing financial
intermediaries with products and solutions morecijgally targeted at SMEs within the EU,
the (potential) candidates and EFTA countries” (léacand Wouters; 2012; p. 4). By using this
fund the EIB Group promotes financing of riskievestments/projects without undermining
and jeopardising its mainstream activities.

Youth unemployment is being addressed especialigugh promoting knowledge
economy as well as better access of SMEs to finartdeh belong to EIB Group’s main
priorities. Despite the fact that the support of BMwvas included into EIB activities only in
2005, this priority has over the last decade gaiaedonsiderable importance and today
constitutes approximately 20% of EIB portfolio (EIR014). Education is also a crucial
component of EIB projects. Promotion of human @p#& being fostered especially through
providing loans to national and regional authasitie alternatively through direct financing of
private actors and institutions that invest in potg positively affecting participants” level of
education or skills (EIB; 2013a). Emphasis is ptaparticularly on the quality of education,
vocational or on-the-job training, tertiary eduoatiand mobility related to education and

training.
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All'in all, by means of improved access to finafmeSMEs and more favourable loans
to national and regional authorities, the EIB intero revitalise the economy. This should,
consequently, translates either in the creatiomesf jobs or in increased levels of human
capital/employability and thus leads to higher @bty of people entering the labour market.

4.2.1 EIB Instruments Contributing to Reductioryotith Unemployment

The main instrument of the EIB designed to alsaress the issue of youth
unemployment are SMEs loans. The system of progidiapport relies on EIB’s network
involving financial partners and intermediaries @ty banks) that act as a channel between
EIB and the final recipients. In other words, itt® responsibility of these intermediaries to
ultimately grant loans. They provide a more favbilgaloans to SMEs compared to the
conditions which would be provided otherwise bystectors. By transforming the EIB
resources into accessible loans, creating a legesHigct of at least 1:2. In this regard, the aim,
ultimately, is to partly or totally transfer theseurce (loans) to SMEs. The system operates on
the idea that “intermediaries bear the credit aisll are entirely responsible for loan allocation,
due diligence and re flow of funds to the EIB” (EIB012; p. 4). Subsequently, SMEs are
allowed to utilise these sources to make investsmi@ntangible as well as intangible capital but
also execute purchases, finance work in progressvasking capital. In addition to the
mainstream activities of the EIB, the EIF also agtebeyond the toolkit of the “standard” loans.
In this regard, the EIF acts as a body supportskar investments, particularly through equity,
guarantees/securitisation and microfinance.

As for equity, the EIF represents an importantybiodesting in European venture and
growth capital funds which were set up in orderptovide financial resource to SMEs
throughout the EU (EIF; 2014). By utilising thisstrument the EIF’s role is to “contribute to
the maintenance and development of a well-funatigaind sustainable European private equity
market, stimulating entrepreneurship and innovati¢glF; 2014; p. 10), which should provide
SMEs with greater resources offering greater opatres to fully develop their potential.

Another instrument often used by the EIF are guass and securitisation. This form
of support also serves as a means designed tgsatank lending (external sources) to SMEs.

“With its AAA-rated first-loss guarantee and creslithancement/securitisation instruments, EIF
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shares the risk taken by banks and financial utstits, and thereby stimulates an increase in
the loans and leases they grant to SMEs” (EIF; 2@1417). In other words, as an entity
operating under the EIB Group mandate it can ekpha status of Multilateral Development
Bank. As a result, financial institutions may appl9% risk-weighting to all the assets the EIF
guarantees.

The last type of instrument often utilised by EdFmicrofinance, especially for micro-
enterprises or people endeavouring to become sgifegred. In this respect, “EIF seeks to
strengthen the infrastructure of the microfinanarkat by providing Europe’s microfinance
institutions (MFIs) with both funded and unfundédkhcial instruments ... and non-financial
support” (EIF; 2014; p. 21). By applying such ageerm market-building approach, EIF's goal
is to increase the availability of resources patéidy for micro-entrepreneurs who frequently
face the problem of the limited access to the @aksommercial credit market (EIF; 2014).
Nevertheless, it is important to note that in ortdeachieve the “desired effect”, the product
offering must be tailored to the individual neefimecrofinance institutions ranging from equity

and financial loans to guarantees/securitisatiahtachnical assistance.

4.3  The Recent Initiatives Addressing Youth Unemplgment

As a result of the crisis and its severe impacyamng people, EU began to pay more
attention to the issue of youth unemployment: theogean Commission as well as EIB Group
started to design initiatives focusing explicitiy @eople between 15 and 24. Theuth
Employment InitiativéYEI) was designed under the auspice of the E@mog&mmission, and
the EIB, for the very first time concentrating €gfily on young people, launched a new
initiative called Skills and Jobs — Investing in Youthhese new programmes have been

activated and put into practice since January 2014.
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4.3.1 Youth Employment Initiative — Principles ttament and Policy Interventions

The ambition of the YEI is to reduce the incregdevels of youth unemployment by
focusing on young adults not in education, emplayinoe any kind of training, with special
attention paid to young women, minorities and tlesidisadvantaged (EC; 2014b). In addition
to the targeted groups, the efforts are aimed atngopeople in regions with youth
unemployment rates exceeding 25%.

The YEI initiative introduces the notion of the Bpean Youth Guarantee, an EU led
programme designed to ensure that “all young peaplter 25 — whether registered with
employment services or not — get a good-qualitgcoete offer within 4 months of them leaving
formal education or becoming unemployed. The goaality offer should be for a
job, apprenticeshigraineeshipor continued education and be adapted to eachidhdil need
and situation” (EC; 2015b; p. 1).

YEI has been assigned €6 billion for this initratfrom the European budget. In order
to effectively support young people across the G financial means could be utilised in form
of wage subsidies for employers and student loauts itnportant instruments are also
microfinance, especially for SMEs, or financialnaius to promote social enterprise
development. Ultimately, these tools should be dempntary to and help to strengthen the
effect of ESF funds for implementing the Youth Gardee in the European Member States.
What is more, the European Commission can alsagegarticular states with country-specific
recommendations to maximise the impact of YEI angenaally ensure a smooth
implementation of Youth Guarantee as the ultiméfjeaive.

Finally, when attempting to fully exploit the potal of the YEI, the policy
interventions have to be also taken into accouléirTmain aim is to stimulate investments in
supporting creation of employment as well as pramgotipskilling to subsequently guarantee
higher probability of young adults entering thedab market. In order to facilitate these
processes, an important precondition is to pro@iliEs with stimulating incentives in order to
hire, retain or train young adults. In this regdhe, main incentive to trigger these developments
is an easier access to external sources. Nevesthélés important to mention that the priority
will be given to sectors and SMEs with the job tmapotential (EC; 2013).
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As for the ESF, its “task” is to support YEI wipecifically targeted measures in order
to facilitate the school-to-work transitions as & address the issue of early school leavers,
especially through integrating them into the labmarket. Furthermore, it also concentrates on
the enhancement and modernisation of apprenticestiipmes, particularly on the initial
vocational training.

Finally, when it comes to the Youth Guaranteeariicial means shall be also used to
ensure a smoother implementation. To attain satmfa outcomes, “the Member States are
urged to pay attention to partnerships, socialneast involvement, employment services
support, career guidelines, skills and knowledgengwork’s relevance, mobility and labor
costs reduction for youth” (Floreani; 2014; p. 5Gpnsequently, it is recommended by the
Commission to establisifouth Employment Action Teamgeams responsible for a proper
reallocation and acceleration of EU sources to piterjob opportunities for young adults — and

thus ensure a deeper impact of measures desigmeduoe youth unemployment (EC; 2013a).

4.3.2 Skills and Jobs — Investing in Youth

The other initiative designed to increase the egipent rates among Young Europeans
is the EIB"sSkills and Jobs — Investing in Youftogramme. Due to the after crisis
developments, the EIB Group, for the very firstdindeclared that combating the youth
unemployment would be one of its priority in thetfcoming years. As a result, tB&ills and
Jobs — Investing in Youthitiative has been set up.

In addition to the capital increase of the EIR013 and subsequently again in 2014 as
well as launching the YEBKills and Jobs — Investing in Youttogramme denotes a new form
of instrument/intervention to strengthen EIB’s iipand augment the SMEs lending activity.
In this regard, the idea is similar to that of tiEl, namely, to provide better and easier
availability of finance for SMEs in an effort todrease their interest in hiring and training of
young people (EIB; 2013b).

The programme itself is composed of two main @lldhe first focuses dmvesting in
Jobsand offers loans under more favourable terms to Skitel Mid-Caps as an incentive to

hire and retain young people. The second pillarcentrates onnvestments in Skilland is
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design to support projects increasing employabibfy young adults, especially through
upskilling.

So, when it comes to instruments, the EIB’s pnogna can be characterised as an
extension of the “standard” SMEs loan tool. Howewhrs programme seeks to create and
maintain employment especially for youth. Suppeartdesigned to be offered through the
provision of instruments typical for EIB, in otheprds, loans, guarantees or microfinance. As
for thelnvestments in Skillsillar, EIB’s intention is to co-finance project&pable of enhancing
professional skills of young people, preferablyhnat long-term effect. Therefore, investment
can be utilised also to build up infrastructurevadi as modernise and refine vocational training
schemes (EIB; 2013b).

All'in all, it can be concluded in this subsectibiat both the European Commission as
well as the EIB continue in activities they haveemeonducting in the past few years. And
although there are some new elements presentiirattizvities, the main principles, instruments
and approach towards combating unemployment whindracterise their operating remain
intact. Therefore, when it comes to the ESF and &4Buch, there are no dramatic changes in
their efforts to address the issue of youth unegmpknt. Nevertheless, recently a new
“impulse” has been introduced in the EU, raising tluestion of a potentially “new path” the
EU may adopt in order to reduce the still high youhemployment rates. Thus, the next

subsection draws more attention to this new “imguls

4.4 A New European Strategy to Tackle the Issue dfouth Unemployment

New initiatives within the framework of the ESF aatB did not remain the only new
developments that occurred in the EU after 2008.afisr every crisis there is a need for
reconsideration of the existing activities andtsigees as well as logic on which these are based
(Keynes; 1936), the European Commission introduceéw investment strategy for Europe,
the so called Juncker plan. Therefore, the nexsesttipn deals with this new investment plan,
designed to restore the economic growth in Eurapkraduce the still high unemployment
rates. In this regard, the attention will be draagpecially on the ideas and approaches the plan

puts forward and intends to pursue.

50



In any case, the main question that will be askedhether the Juncker plan can be
perceived as a new impetus not only from the pghesspective but also from the theoretical
point of view. This will help us to determine, late the thesis, whether the new EU investment
plan denotes a diversion from the political-ecormidéology followed until the outbreak of the
financial crisis or rather continues or even desphe present logic.

In order to determine the character of the new,diest, its objectives and instruments
will be identified and, second, attention will bedn to the new elements incorporated in the
plan. Consequently, these will be further analyisethe next chapter in order to show more

clearly what the theoretical framework of this possis strategy is.

4.4.1 The Juncker Plan

As a result of the a relatively slow economic gttoand still rather high unemployment
rates in a number of Member States in the post 328®d, the newly elected European
Commission proposed a plan focusing on the resboraf European economy. In this regard,
the main priority is to “strengthen Europe’s contpe&mness and to stimulate investment for the
purpose of job creation” (Juncker; 2014). Furthexendhe plan points out that there is an
increased need for smarter investments, more spdci€us as well as less regulation,
particularly with respect to the EU-led investmeritsis worthwhile to note that project
contributing to a better (re)integration of yourgpple into the labour market also denote an
important aspect when it comes to the new investiplan for Europe.

According to the Commission as well as other aiggthavestments represent one of the
crucial factors necessary for ensuring the econgroavth as well as the subsequent rise in
employment (EC; 2014; ILO; 2015). Nevertheless,ittvestment activity in the EU decreased
dramatically after the outbreak of the economisisyileaving Europe in a position of only a
little economic progress and thus leading to aasitl in which high rates of employment are
rather complicated to achieve (as can be seeraphg3).

Due to this fact, the new investment strategy leenldesigned, intending to accelerate
the economic development in Europe and reduceititelavels of unemployment. However,

what are the main goals (partial as well as oveshlthe Junker plan and how they are intended
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to be achieved, in other words, which instrumemtd tools were designed to support the
attaining of the set objectives?

Graph 3: Relationship between investments and gmmats (investments as percentage of
GDP and unemployment rates in EU 28)
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4.5.2 The Objectives and the Toolkit of the Newdtmaent Plan for Europe

According to the Commission, there are severabfadhat need to be addressed when
it comes to restoring the European economy andicggaew jobs. In this regard, it puts forward
these areas (EC; 2014c):

* Confidence in the overall economic environment

* Predictability and clarity connected to policy-magfi as well as the regulatory
framework

» Effective exploitation of scarce public sources
» Trust and confidence in the economic potentialgieimg to investment projects under

development
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» Adequate risk-bearing capacity capable of attragtprivate investments

Improving and promoting these factors can be peeceas one of the crucial conditions
when it comes to the achievement of the “ultimaedls of the Juncker plan. These were set in
an effort to trigger and stimulate the economicgpess in the EU as well as provide a solid
basis for the future, long-term, development. Bgkiag at the plan, there are three main
objectives which the Commission intends to att&@;(2014c):

 The first priority is to reverse the existing dovamd investment trends and,
consequently, help to boost job creation and ecanarcovery, which should be
achieved without weighing on public finances oratireg new debt.

» Second goal focuses on taking a decisive step ttswaeeting the long-term needs of
the economy as well as increasing competitiveneEsimpean companies.

* Thirdly, the plan intends to strengthen the Europdenension of human capital as well
as the productive capacity, knowledge and physiaastructure, with a particular

attention paid to the interconnections essentiahe® Single Market.

However, what is the approach the Commission irggndadopt and through which
instruments shall these objectives be achievedtysithe pivotal step is to mobilise capital of
at least €315 billion over the period of the néxee years. This capital should denote new and
additional investments which would not be made mtise. The key principle of attaining such
an increase in additional capital is to ensureeatgr risk-bearing capacity, particularly via
public finance in an effort to provide a new ingeatfor project promoters as well as entice
private resources to viable investment projectsorder to materialise such an effect, the
Commission introduces a new financial entity, namide European Fund for Strategic
Investments (EFSI), responsible for offering “riskpport” for long-term investments and
guaranteeing increased access to risk-financinghétium sized companies and SMEs.

The EFSI will be established and operate undeattspice of the Commission and the
EIB and will emanate from the existing experiencel a&xpertise of these two bodies.
Nevertheless, as already mentioned above, “compartte existing structures, the Fund will

have a different risk profile, provide additionalusces of risk-bearing capacity and will target
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projects delivering higher societal and economicieacomplementing the projects currently
financed through the EIB or existing EU programm@SC; 2014c; p. 6). To put it differently,

its goal is to mobilise new, extra sources whichlldie provided for primarily through private
capital.

It is also worthwhile to note that the EFSI is desd to support especially long-term,
strategic investments in areas such as educat@eaarch and innovation as well as energy or
transport infrastructure. These investments intenénhance the positive effects emanating
from the above mentioned sectors on the economyedisas contribute to the increased
efficiency within the EU single market and thus rpate the overall competitiveness of
European companies in the long run.

Furthermore, it has to be reiterated that apamfpooviding the risk-bearing capacity,
the new fund should also has the role of a riskrfae supporter, particularly for SMEs and
middle sized companies. In this respect, it shoalwperate with the EIF that will be responsible
for the operational implementation through offeritgyproducts. It is expected that by these
means it may contribute to a greater economic dr@antl subsequently give rise to more room
for job creation, especially when it comes to yopegple.

Apart from the capital mobilisation, the next oltjee of the Juncker plan is to ensure
that the newly generated investments “meet thesetthe real economy” (Juncker; 2014; p.
11). In order to attain this condition, the plahe®on two components, a pipeline of projects
and an investment advisory Hub. With respect topipeline of projects, it has been designed
in order to address the main concern of a numestakeholders. According to Commission’s
survey, it is believed that not liquidity is therbar for investments but rather a perceived
absence of good and viable projects (EC; 20140)eNleeless, such concerns can be refuted by
the findings of the “Investment Task Force” reparjch suggests that there is no lack of such
projects in the EU (EC and EIB; 2013a). Thereftre,pipeline will seek to reduce the negative
impact of the fact that “private investors are oftsaware of the potential of these project and
are reluctant to invest alone given their intriafliccomplex nature and lack of information to
properly evaluate risk” (EC; 2014c; p. 12). Consadly, it is believed that greater transparency
as well as better understanding of potential regks contribute to attracting and unlocking new

private investments.
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As for the investment advisory “Hub”, it has a cdempentary role to the pipeline of
projects. As many project promoters and potentiaéstors are still uncertain about the most
effective way to materialise their projects, thebHs designed to provide the needed guidance
or assistance in a number of areas. In order¢éogtihen the support for project development, it
should be of use when it comes to technical assistautilisation of innovative financial
instruments or the utilisation of public-privateriperships. As a result, according to the Junker
plan, such guidance and assistance can prove Valualbemoving the potential doubts or
concerns of investors and thus contribute to atgréavestment activity across the EU.

Finally, the last strand of the Juncker plan cotreges on the improvement of the
investment environment. In this regard, the plaands to address the issues pertaining to the
provision of greater regulatory predictability, reval of barriers to investments in the EU as
well as creation of optimal framework conditions tiee future investments. In other words, this
should result in a less regulated environment &ud tontribute to “reducing unnecessary
regulatory burdens and improving business condstiam particular for SMESs, to ensure that
any necessary regulation is simple, clear anafiptirpose” (EC; 2014a; p. 14). Consequently,
these developments should give rise to a morei@ftiy functioning market and thus, again,
lead to a greater competitiveness of the Europeaipanies.

All'in all, looking at the Juncker plan and thengiples on which it is based, there is a
number of elements that can be considered new.cBmserns not only the project pipeline or
the advisory “Hub” which are designed to reduce dediciency related to imperfect and
asymmetric information on the market but new i® dle creation of the European Fund for
Structural Investments with an increased risk-lmepdapacity potential. Yet, although these
new element are clearly visible when it comes to'sEbew investment strategy towards
promoting youth employment, the question is wha thnplies from the theoretical point of
view, particularly from the ideological perspective

This chapter offered some insights into the fumitig of and ideas behind EU’s
investment strategies, which provide the basis @b ag the starting point for identifying the
theoretical framework under which the EU operafése next chapter will build on these
findings and subsequently will seek to determire fiblitical-economic ideology underlying
the EU’s efforts to reduce youth unemployment dtagdts potential transformation after the

2008 crisis connected especially with the introgurcof the Juncker plan.
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5 Political-Economic Ideology behind EU Strategieso Address Youth
Unemployment

After introducing the two theoretical concepts anoviding an analysis of the ESF, EIB
as well as the Juncker plan constellation and Waynztioning, the next section seeks to clarify
and shed more light on the logic that the EU puwswben making investments aimed at
reducing youth unemployment. In other words, thet part seeks to identify and explain the
theoretical framework on which the EU investmendtsy is based. For this reason, the paper
continues with highlighting the main principles addas of the previously analysed ESF and
EIB which enables us to derive the theoretical ®aBmanating from these findings, a
conclusion is made attempting to explain the oVverakting EU employment strategy towards
the youth employment from the ideological poinvigw. Finally, the last subsection deals with
the new Commission’s plan (the Juncker plan) atesngits to discover whether the after crisis
period changes the EU’s way of thinking or meréigrgthens the existing ideology.

Firstly, the EU established Europe 2020 stratedsgrmework putting forward priorities
for the Union to pursue. In this regard, the EUllsh@mote and contribute to improving its
competitiveness on global market and ensure teagitbwth potential will remain high which
should be achieved also through the integratioallajroups within the society into the labour
market. In other words, the main priority of theidmis a formation of a competitive knowledge
based economy which is capable of smart, sustaraatd inclusive growth (EC; 2010).

As already stated above, ESF as well as EIB ptayaal role in achieving these goals,
but are considered important instruments also wheromes to addressing the issue of
unemployment in particular. As for the ESF, emampatirom the findings in the previous
chapter, its main role is to increase the employmsesbabilities. In this regard, the EU attempts
to address the issue of unemployment especiallytibging cooperation and dialog among the
actors on the labour market (companies/entrepreresuwell as workers or other stakeholders)
contributing to the “creation” of a labour forceaths actually needed and sought after. In fact,
it can be argued that there are various stateviendions which seek to reduce unemployment
by the means of “assisting” the market to functal. On the one hand side, the fund operates
on the principle of promoting employability of tparticipants which can be translated into an
approach aimed at “satisfying” or helping the martkesupply or provide it with educated,
trained, qualified as well as more flexible andole labour force. On the other hand, the ESF
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also contributes to the establishment of an irtetihal framework so that the market can identify
and absorb as much labour force as it needs amesles

So far, it can be argued that the principles atidiies that the ESF follows are rather
intrusive and interventional, nevertheless, attetomontribute to a “smoother” functioning of
the market. There is a strong emphasis on “prodgidabour force which due to the increased
education and training is likely to become moredpictive and can thus contribute to increased
competitiveness of companies in the economy. lntiadg the concept of self-employment and
entrepreneurial ship is also strongly supported BHSF, which helps to decrease the
“unemployment pressure” as instead of searching fob, people are more likely to start their
own, independent businesses. What is more, anpeatreurial environment has an additional
positive effects on companies and employers siooperation with external partners may prove
less costly than employing an own employee dubdabsence of especially social protection
costs connected to a traditional employment ratatip. Thus, this may lead to reduced labour
costs of companies and, again, help to promote aoimp” competitiveness.

It is worthwhile to note that in the after crigisriod there is a new initiative in the EU
approach towards youth unemployment. Nonetheléss imthis case, it can be argued that in
comparison to previous programmes, a similar pattes been followed. The introduction of
the Youth Guarantee could be regarded as an inéiaiith a strong emphasis on the Keynesian
interventional logic of reducing youth unemploymeittich, in principle, attempts to provide a
certain framework for the free market to producits which are close to its potential. In this
regard, the main priority of the Youth Guarantemignsure that “all young people under 25 —
whether registered with employment services orngeét a good-quality, concrete offer within
4 months of them leaving formal education or becgminemployed. The good-quality offer
should be for gob, apprenticeshiptraineeshipor continued education and be adapted to each
individual need and situation” (EC; 2015b; p. I).dther words, the main idea behind this
initiative is to provide young people with a jobersure an adequate alternative especially in a
form of further education or training and thus daalhem be become more attractive for
potential employers.

As for EIB, despite a number of activities suppwtthe human capital of the potential
labour force, this body operates on the princiglsupporting companies and entrepreneurs,

thus, concentrates on the demand side of the labatket. In this regard, it can be argued that
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the priority of EIB is to improve the business eowiment, especially by providing easier access
to external financial sources and, consequentbgntivise companies to investments in order
to become more competitive actors on the globakataBy looking at these facts, it can be
derived that, competitiveness of the private seatut its ability to grow is perceived as the
main goal of EIB’s activities. In other words, th&éB attempts to contribute to companies’
development by strengthening their capabilitiesafpeting on the global market and in turn
stimulate also the economic growth at the macrellésubsequently, these developments may
give rise to an increased demand of progressingpaaias for the labour force which is
supposed to be a result of firms” need to stremgtheir production capacities and growth
potential. Thus, it can be seen that the main dilbgof the EIB is the support of entrepreneurs
and promotion of their competitiveness. In addititms also implies that when it comes to
employment as such, it can be regarded merelylagproduct” of EIBs activities.

Apart from the fact that the (free) market représehe main “pillar” of EIB’s strategy,
as demonstrated above, it can be also arguedrtetentions are a crucial element of its
functioning as well. Although the actual decisiantbe provision of the financial support are
left to the market actors/participants, namelynmiediaries, the initial impulse connected to the
increased lending and thus greater investmentigcisvprovided by the EIB. As a result, it can
be clearly seen that interventionism plays, alsth@WEIB’s case, an important role and thus
complements the otherwise “free market strategythSapproach is adopted especially due to
the fact that it is recognised that the investnagvironment “suffers” from uncertainty as well
as the propensity of companies to savings (EIB;420Consequently, in order to promote
investments (e.g. by providing more favourable gefar loans) and thus bring capital back to
the economy to “work” and multiply, the EIB appliasstrategy based on an interventional
approach. This can be translated into a strategugfh which the EIB attempts to limit the
negative implications connected to the above meatiomarket deficiency (can be seen as a
market failure correction mechanism) and thus sézlkeshhance the investing potential within
the economy which shall be subsequently achieveddbgly market means. Due to these
activities the labour market participation of peopd expected to increase as a result of
companies” progress and growth, which should iretige stimulate the demand for additional
labour force.
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5.1 The Existing Political-Economic Ideology

Based on these findings, an overall theoreticahdiation of the existing EU logic
pertaining to investing in employment as well asthieemployment can be derived. Taking into
account criteria from table 1, it can be clearlgrséhat the EU is in general rather pro-business
oriented with market being the “leading force” @baomic growth and recovery. This obtains
for the ESF as well as the EIB. To be more speaitten it comes to the ESF, there is a strong
emphasis on “producing” labour force which dueh®increased education and training is likely
to become more productive and can thus contriloubecreased competitiveness of companies
in the market economy. With respect the EIB, iteny is to improve the business environment
and incentivise companies to investments in orddyecome more competitive actors on the
global market. This should then give rise to mate pportunities, which will be ensured by
increased demand for labour force on the market.

Nevertheless, it is important to note that although economic growth and the
subsequent job creation should be achieved eslyebiaimarket means, it should be pointed
out that state also denotes an integral part ofsE&ffategy towards investing in youth
employment. In both cases (ESF as well as EIBjetisea rather strong tendency towards state
interventionism. As can be seen, by means of ieténg, the EU or Member States seek to
provide an institutional framework with the inteortito help the market to function more
effectively. In this regard, the ESF attempts tovie more skilled and qualified labour force
whereas the EIB strives to reduce barriers for comgs to invest. Thus, a great emphasis is
placed on the need for state interventions in otdeznsure that the otherwise free market
generates results which are close to its potential.

When it comes to labour costs, bearing in mind EWgective to promote
competitiveness, it is rather clear that they drtha core of the strategy the EU pursues. As
labour costs are directly linked with competitivesethey denote an important factor
determining the success of companies on the mddketto the ESF firms have an opportunity
to employ highly productive people, which meand tha margin between the output in the
form of an added value of a worker he producedlaathput a company has to make (especially
wages) is increasing. This contributes to the diverampetitiveness within a firm as it

eventually can produce “more for less”. As for Eldhour costs are also relevant. In this regard,
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EIB seeks to contribute to growth and developménbmpanies; however; to achieve this goal
they need to optimise their operational costs depto compete with other market actors. Thus,
their progress is highly dependent on the effea@gs of the operations which determine their
success on the market and in this regard, labatrdenote an important variable.

With respect to the position of employment, it esgants merely a “by-product” within
the framework of EU strategy. This is visible pautarly on the example of the EIB which does
not seek to promote employment as such but rativeyr te stimulate economic growth through
which more jobs should be retained and createdreftwe, it can be seen that the level of
employment is reliant on the performance withinghenomy.

Closely linked to this facts is also the developtr@remployment in times of crisis. In
such a period companies seek to increase their etitimpness, which in the short run results
in downsizing and job reduction trends, all inedfort to optimise their costs. Since both, the
ESF as well as EIB exalt market as the leadingefof@rowth, it is not surprising that in periods
of economic recession their efforts to reduce ureympent is likely to be considerably
constrained. This was reflected e.g. on the bel@abMember States in recent years since the
vast majority of them was inclined to economiseisTheans that financial means needed to
enhance peoples” human capital (ESF) or supponpani®es (EIB) decreased which resulted in
even bigger joblessness. In this regard, it caselea that the ESF and EIB are dependent on the
economic cycle and thus merely match the econormaimds. Whereas in times of economic
prosperity their support may be more intensive g the promotion of employment may be
greater, in periods of economic downturns the opppedfects is likely to occur.

As for the position of actors on the labour markds clearly visible that both the ESF
and EIB contribute to a companies” led economys€quently, it can be argued that companies
and firms are the main beneficiaries leaving pedplgendent on their decisions, when it comes
to employment. In other words, there may be a prsipe to inequalities in the society as the
EU strives to support especially companies and #gwinomic advancement. Nevertheless, this
does not have to proportionally reflect also onjditrecreation as the main priority of companies
is to ensure the highest level of competitiveneskthus the most optimal market positions. In
this regard, it has to be reiterated that the “tdwlecreasing returns” still denotes one of the

leading principles on which todays” firms operate.
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As to the role of human capital, it has been alyeadygested that in the EU context it
plays a significant part when it comes to incregshe probability of labour force to enter the
market. This obtains not only for the ESF, which thee most part operates on the notion of
promoting this form of capital but also for the E&B indicated above. In both cases, there is
great emphasis on investments in upskilling ofardy young people, which in turn serves to
promote their employability in order to better ggthe labour force to meet the needs of the
market. Therefore, from this perspective it caratgpied that human capital is one of the most
important elements characterising EU’s investmppta@ach towards reducing unemployment.

Finally, when it comes to the last criterion, indze argued that the existing EU strategy
has a potential to contribute to a more intensefationary pressure in the economy. This is a
result of the ideas both its instruments follow.e&ksphasis is placed in principle especially on
stimulating competitiveness and production, ingéhd there may be great volumes of products
but at the same time inadequate aggregate demangdroae problematic as unemployment
does not necessarily have to be tackled. This reagdmin, the result of companies” adherence
to the “law of decreasing returns” which denoteg @f the leading principles in today’s

economy.

Table 2: Features of the existing EU’s strategyatde reducing youth unemployment

Existing EU strategy

Orientation Pro-business

The “leading force” of | Market (competitiveness)
economic growth and

recovery

The role of state State interventions needed
(Focus particularly on creation of better investimen

environment for private sector)

Position of labour costs in the Labour costs at the core of the theory

ideology

Position of employment Employment merely as a “by-product” reflecting canjes”

progress
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Employment in periods of| Tendencies towards job reduction and downsizing

contributing to an increased probability of labéance to entet
the market

Potential problems Deflation

Source: Own elaboration

Thus, based on the criteria in table 1, it canumerearised that the existing EU strategy
to reduce youth unemployment is for the most palbwing the neoliberal logic. In fact, table
2 illustrates that eight out of nine features ssygeat the ESF as well as the EIB are very much
consistent with this paradigm. Nevertheless, itniportant to note that one criterion, the
Keynesian state interventions, denote an integrdlgf the entire approach without which the
existing EU strategy would not be able to functefectively or perhaps at all. Looking at the
findings, it can be argued that both the ESF atasgehe EIB can, in principle, be characterised
as market failure correction mechanisms. Neversiselgespite a strong emphasis on utilisation
of state interventions, these are directed at thikket and its better functioning rather than at a
direct creation of employment positions. Thus, mh@&n objective is to improve the market
environment that will be more favourable for actopgrating in this structure. In other words,
it means that employment as such, and not onlyytarth, is greatly dependent on the
developments on the market.

All'in all, it can be concluded that despite they@lence of neoliberal elements in EU’s
existing investment strategy towards unemploymedtiction (emanating from the criteria), it
cannot be clearly stated that the ideology the Et$yes is purely neoliberal. Instead, taking
into account the principles on which the ESF arl &perate, these body can be perceived as
pursuing a “hybrid” employment approach consistoiga “mixture” of the two theoretical
paradigms. On the one hand side, there is a seggesian imprint of state interventionism,

particularly in the form of market failure corremi mechanisms, but, on the other hand, they
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otherwise leave the market to operate relativaglir as they do not directly affect its “internal”

functioning.

5.2  The Juncker Plan — A New Theoretical Approach?

As was revealed in the previous section, the pteseategies follow a mixture of
Keynesian ideology and neoliberal logic. Nonethgleshat will be analysed later in this section
is whether the new EU investment plan denotes arsion from the political-economic
ideology followed until the outbreak of the finaalccrisis or rather continues or even deepens
the present logic.

Clarifying the goals and toolkit through which thencker plan intends to help the
economy give us an overview of approaches and paligmew elements the EU incorporated
in its strategy. There are five areas the Uniom®lt intervene. These can in principle be
characterised by measures to increase confidendetrast in the economic environment,
predictability and clarity of the regulatory framenk, reduce the negative effects of uncertainty
connected to investments as well as enhance effeess within the economy.

Looking at particular instruments in more detallg tfirst strand of the plan, the
establishment of the EFSI and its increased riglittbg capacity concentrates on removing
and minimising the negative consequence of uneeytarhich in turn should affect the overall
volume of investments. In this regard, the planksge contribute to a greater investment
activity within the European economy which is othise likely to be less pronounced as a result
of insecurity and asymmetric information. In otheords, although there is a number of
potential investors with sound and viable projetitey are often incapable of realising their
investments due to unwillingness of financial imediaries to undergo the risk of providing
their capital to these actors. The EFSI, thus,esgmts a body endeavouring to reduce such a
risk (intervention) and seeks to help to maximise investment activity within the economy
which can give rise to an overall economic progr@ss subsequently to a greater number
employment opportunities, all ensured by marketrmaea

The second strand of the Juncker plan attemptaddition to providing the needed
sources, to ensure that the capital will be pleaed invested back in the economy. Both the

pipeline of projects as well as the investment salyi Hub have the role of reducing the effect
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of the lack of information which constraints thevestment activity. As for the pipeline of
projects, its role is to increase the awareneggadgpective investors with respect to the real
potential of existing or future projects. As invast are often confronted with only a limited
amount of information and therefore are unable naperly evaluate the risk connected to
particular projects, they are more inclined to diamay from investing and rather wait for a
safer alternative. Thus, removing or at least reduthis setback by setting up an information
providing platform is another way the Juncker ptaeks to pursue in order to create a more
transparent environment in which the investmentisigcis more likely to reach intensity which

is closer to its full potential.

Similar pattern is followed also by the investmewlvisory Hub. The absence of
information can be, again, perceived as a problemected to a greater volume of investments.
Apart from the fact that investors lack the needdgdrmation on the particular projects and
their potential, they also often lack the knowledgeand experience in how to best realise the
investment once they decide on a project they wbkddto participate in. Therefore, a public
intervention in form of establishing an advisorylgeesponsible for guidance and assistance in
materialising particular investments is believed&a measure contributing to the promotion
of the investment potential within the economy. €smuently, with an expertise and guidance,
investors are not only more likely and willing tage their capital into selected project but such
assistance can also give rise to an increasedegitiz when investing and thus save resources
that can be reinvested in other projects.

Finally, the last strand of the plan intends to rioye the investment environment
through unburdening the actors, particularly bysleggulation, removal of barriers to
investments in the EU as well as creation of optifremework conditions for the future
investments. In this regard, it is clear that aertagulations will remain in place, nevertheless,
they will be reduced to levels considered neceqgagy to ensure transparency or avoid frauds).
Consequently, similarly to the above mentioned argjt, these developments may give rise to
a more efficiently functioning market and thus cimnite to the overall economic progress.

When it comes to the particular criteria highlighia table 1, the Juncker plan can be
characterised as follows. First, there is a cleatljusiness orientation considering the emphasis
placed on competitiveness as well as efforts tengthen and promote development of

companies and thus also their position on the matkesely connected is also the second
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criterion showing that the “leading force” withimet plan is still the market through which higher
employment should be achieved. Nevertheless, isti@®ention and thus a Keynesian element
Is an integral part of the new strategy. This sible especially in cases in which there is a
recognised need of a state to assist the marketder to contribute to its effectiveness by
correcting its failures, such as information asyrisgner reduction of uncertainty.

Next, it can be also derived that labour costsatat the core of the Juncker plan as the
main and explicitly stated goal is not to directiyeate employment positions but promote
competitiveness which is closely dependent alsivertosts companies need to expend on their
labour force. Nevertheless, the main emphasis tsoputhe streamlining of the operating
structure which should increase the overall effectess of companies” operating and thus
enhance the competitiveness.

As for the position of employment, it is still fthe most part reliant on companies’
progress on the market. Again, as already mentiabege, the Juncker plan does not seek to
promote employment directly but rather endeavoarstimulate economic growth through
which more jobs should be retained and createdreftwe, it can be seen that the level of
employment is dependent on the performance withen dconomy. Thus, this means that
employment as such is not the main instrument tigeal of EU"s new strategy but rather just
a “by-product”, from an ideological point of view.

Next, it is important to note that the needed eoatingrogress which denotes the main
target of the Juncker plan is dependent on favdeiratnditions within the economy that are
necessary for companies to invest and grow, arslittareasing their potential and capacities
to provide more job opportunities. This impliesttihmperiods of economic crisis or hardship,
despite public interventions, there would be tewrtEntowards job reduction and downsizing,
all in an effort to optimise the costs and thusaentompetitive which is the main objective of
all the actors in todays” economic setup. Such ldpugents may, consequently, give rise to
widening of the gap between firms, on the one tsade, and workers/employees, on the other.
In addition, as the Juncker plan clearly reliesnrfentrepreneurs” led economy” there may be
propensity to increasing inequalities in the sgci@specially when economic conditions
become again less favourable). And although huragitat denotes an important added value
within the existing state of affairs as it has plog¢ential to contribute to greater competitiveness

of companies by increasing their productivity levéthe Junker plan relies on the same
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principle), it cannot be argued that it eradicdtesrisk of unemployment completely. Better

education and training can certainly reduce sucfslg however; it does not represent an

impeccable protection against unemployment. Thisimaplies that in the current system

companies are the “advantaged” actors, at the eepeihordinary people.

Finally, considering all the above mentioned fatis not surprising that the Juncker

plan has the potential to contribute to deflatignaressure within the economy. As emphasis is

placed especially on stimulating competitiveness gnoduction, in the end there may be great

volumes of products but at the same time inadecaggesgate demand can prove problematic

as unemployment does not necessarily have to klethd his may be the result of companies’

adherence to the “law of decreasing returns” widehotes one of the leading principles in

today’s economy.

Table 3: Features of the Juncker plan

Juncker Plan

Orientation Pro-business

The “leading force” of | Market (competitiveness)
economic growth and

recovery

The role of state

State interventions needed
(Focus particularly on creation of better investin

environment for private sector)

Position of labour costs in the|
ideology

Labour costs at the core of the theory

Position of employment

Employment merely as a “by-product” reflecting cans’

progress

Employment in periods of

crisis

Tendencies towards job reduction and downsizing

Positions of actors on the

[abour market

Companies/entrepreneurs” led economy (propensity

inequalities in a society)
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Role of human capital Education and training considered important factors
contributing to an increased probability of labéance to entet

the market

Potential problems Deflation

Source: Own elaboration

Thus, looking at the Juncker plan through thedsrof the particular criteria set earlier
in this thesis (in table 1), it can be seen thatjlar to the already followed approach, eight out
of nine points are more consistent with the neaddibeleology. This is illustrated in table 3.
Nevertheless, it is important to note that oneedon, Keynesian state interventions, still
represent an integral part of the entire strategiyout which the investment plan would not be
able to function effectively or perhaps at all. fiéfere, despite the prevalence of neoliberal
elements in EU’s investment strategy towards uneynpent reduction, it cannot be clearly
stated that the ideology the EU intends to pursitie tve implementation of the Juncker plan is
purely neoliberal, rather it is a mixture of bothlipcal-economic paradigms.

To compare these findings with the ideological apph the EU already follows by the
means of the ESF and EIB more specifically, wedramw the following conclusions. In general,
all the presented measures and strategies of tioikduplan pursue in principle the same pattern
as the already existing strategies. They can beeped as “requiring” state interventions such
as establishment of an institutional or “assistiigimework in order to remove barriers
pertaining to especially private investments. Gndhe hand side, it can be seen that there is a
visible and strong presence of Keynesian logicerms of state interventions. On the other,
when it comes to the functioning of the marketuahsit can be argued that it operates relatively
freely and that the established framework is nwtigive in terms of the internal working of the
European market. Yet, despite a comparativelyE@w®pean internal market, there is a question
whether the above discussed measures, especialfptbs of the EFSI on SMEs and middle
sized companies, do not constitute a market distprelement as only a certain group of
operators is favoured by these activities providhmgm an unfair advantage compared to those
not eligible for this type of preferential treatnhen

In either case, it can be concluded that whenmeto the theoretical ideology of the

Juncker plan, there are almost no deviations, coadpto the existing EU approaches and
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strategies. Similar to the patterns that can betified by the ESF as well as the EIB, it can be
argued that the Juncker plan also places great a&sigplon the need for Keynesian state
interventions in order to ensure that the othenfiiee market (based on the neoliberal logic)
generates results which are close to its potentidact, the new investment plan builds on the
experience these two entities have and complentaeta with measures identified by the
Commission as required to address the remainingeheeficiencies. This results in deepening
of the neoliberal logic in terms of deregulation,the one side, and strengthening of the market
failure correction approach emanating from the Kesyan logic on the other. Therefore, it can
be concluded that when it comes to the theoretifsadlogy of the EU-led investments which
are aimed at reducing the youth unemployment, thed only continues in pursuing its present
concept but even builds upon it. In other wordsrehis no deviation from the hitherto pursued
investment ideology but rather a continuing tremsdtlae existing programmes serve as a
foundation for further developments of the EU stgeds towards reducing the youth

unemployment.
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Discussion

Looking at the findings of the study helps us tevaer the two research questions asked
in this thesis. The firstwhat can we learn, from the ideological point @wj by looking at the
existing investment activities of the EU aimed educing youth unemployment?iay be
answered particularly by means of the ESF and tiBe Ell in all, it can be argued that
neoliberal ideology can be seen as dominant iretheontext. This is given especially by the
prevalence of neoliberal elements in EU’s exisiingstment strategy towards unemployment
reduction (emanating from the criteria in table Ngvertheless, despite this fact, it cannot be
clearly stated that the ideology the EU pursugsiigly neoliberal. Instead, taking into account
the principles on which the ESF and EIB operates¢hbodies can be perceived as pursuing a
“hybrid” approach consisting of a “mixture” of tiwo theoretical paradigms. This is a result of
a fact that, on the one hand side, there is agtk@ynesian imprint of state interventionism,
particularly in the form of market failure corremi mechanisms, but, on the other hand, they
otherwise leave the market to operate relativelglir as they do not directly affect its “internal”
functioning.

With respect to the second research questioes$ the Juncker plan signalise a change
in the ideological approach the EU pursugéd$Re study draws the following conclusion. In
general, all the presented measures and strateptee Juncker plan pursue in principle the
same pattern as the already existing ones. Tlgivén by the fact that state interventions, e.g.
in the form of an institutional or “assisting” frawork, still represent one of the key
components of EU’s strategy; however; they shaulthé end result in reduction of barriers
connected to primarily private investments and sgbently lead to an increased labour force
demand. From the ideological perspective, thisvsha presence of a Keynesian logic (of state
interventions). On the other side, the new appraaehely seeks to boost and increase the
potential of the economy by creating a more favbler@nvironment for companies as well as
the overall investment activity. This means ti functioning of the market as such remains
virtually intact. In other words, the establisheanfiework is not designed to be intrusive when
it comes to the internal working of the Europeamkeg but rather leaves it to function relatively

freely.
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Therefore, it can be concluded that when it consethé theoretical ideology of the
Juncker plan, there are almost no deviations, coadpto the existing EU approaches and
strategies. Similar to the patterns that can batified in the cases of the ESF as well as the
EIB, it can be argued that the Juncker plan alaogd great emphasis on the need for Keynesian
state interventions in order to ensure that theretise free market (based on the neoliberal
logic) generates results which are close to iteql. In fact, the new investment plan builds
on the experience these two entities have and @ngits them with measures identified by
the Commission as required to address the remamnarget deficiencies. This ultimately results
in deepening of the neoliberal logic in terms afedgilation, on the one side, and strengthening
of the market failure correction approach emanatiogy the Keynesian logic on the other.
Bearing this in mind, there is a visible continuaand deepening of existing trends. Therefore,
it can be concluded that when it comes to the #teal ideology of the EU-led investments
which are aimed at reducing the youth unemployntéet EU not only continues in pursuing
its present concept but even builds upon it. Anihoaigh there is an introduction and
incorporation of new elements in the Juncker ptarch as the Advisory Hub or the project
pipeline, these are still consistent with the idgylthe EU has been pursuing. In other words,
there is no deviation from the theoretical logidloé hitherto pursued investment approach but
rather a continuing trend since the existing progres serve as a foundation for further
developments of the EU strategies towards reduti@gouth unemployment.

To compare these finding to previous researches Wilks; 2009; Stiglitz; 2008;
Altvater; 2009; Schmidt and Thatcher; 2013; Mar813), they to a great degree confirm the
bulk of literature stating that the current, “pr@e@3”, period is dominated by neoliberal
ideology. And although this thesis puts forwardttitee EU pursues a hybrid paradigm,
combining neoliberalism with Keynesian logic, tlmnclusion is in principle no different to all
the previous studies concerning this topic.

Nevertheless, when it comes to the transformatibEU’s theoretical concept from
which it emanates after the global financial crisiee academic debate is considerably less
homogenous. This is given by the fact that the ewda is divided into two blocks, one which
believes that an ideological change is inevitabl@ another arguing that no such development
is likely to materialise. As for this paper, theearch shows that the existing political-economic

ideology pursued by the EU is not experiencing agtgeat with the introduction of the new,
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post-2008, investment plan aimed at boosting tbe@ny and subsequently creating more job
opportunities. Such developments oppose expectatbracademics such as Wilks (2009),
Stiglitz (2008), Kotz (2009) or Altvater (2009) wiadaimed that a change in the present
theoretical paradigm followed by the EU is neededrder to stabilise its economy and re-
establish a stable and sustainable environmentefeless, as is demonstrate by the Juncker
plan, there is virtually no tendency towards chandeU’s ideology, although it has to be noted
that only time will show whether the Juncker platually will be able to deliver what it intends
to achieve. In any case, recent developments doesuggest that the EU will abandon its
theoretical paradigm and therefore the resultsredffen this thesis contradict findings of the
“pro-change” group of researches.

On the other side, authors such as Hodgson (2@9)midt and Thatcher (2013),
Comaroff (2011), Wigger and Buch-Hansel (2014) atb&rs (2013) argued, based on their
research, that no major ideological transformatiam be expected. And, in addition, they claim
that the existing form of ideology pursued, whibkyt define as neoliberal, is likely to be even
strengthened and deepened after the global finacresss. Thus, their findings are consistent
also with this study which comes to the same canehs. From the perspective of these authors,
they claimed that there are numerous reason ferfaat. Nevertheless, in the context of this
thesis the following are worthwhile to mention.gtjre.g. Schmidt ad Thatcher (2013) as well
as Aalbers (2013) put forward that one of the reasor the resistance and persistent dominance
of neoliberalism is its absorptive nature. Thigiigen by the fact that the neoliberal concept as
such is seemingly amorphous and complicated toegiiecisely, thus can be transformed over
time and, what is more, even absorb new ideas.t®tles fact it can be considered resilient to
any major change. This argument is supported aldmbings of this paper. And although the
thesis characterises EU’s ideological paradignybsedy it is rather clear that it still “sticks to”
the neoliberal logic of free market, even thoughtha same time, contains also elements of
other paradigms from which (modern)Keynesianisthésmost pronounced.

Secondly, Schmidt and Thatcher (2013) and Wigger Buch-Hansel (2014) further
suggest that another reason for the continuing ptiom of neoliberal ideas is the power of
actors who gain out of this constellation and htesstable to achieve their goals. They argue that
such “benefits” can be noticed by politicians imte of regaining or retaining the power as well

as various economic actors who have the opportuaitgrofit mainly materially. All these
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developments provide incentives for these increggitiominant actors to prevent any dramatic
change in order to be able to continue benefitioghfthe system. Based on this research, the
added value of the current economic structuredpeeially economic actors is rather visible as
they denote subjects that should be supported tandlated (mainly financially) from public
sources. In this regard, the Juncker plan contimuigss trend as it focuses on private companies
what are presented by the EU as the best way éaathievement of new economic growth and
employment creation, despite the fact that sucit logntributed to the economic situation with
high rates of unemployment (particularly among #puwfter 2008. Thus, it can be seen that
especially private companies are still at the @drBU’s strategy “believed” to be the answer
for renewed economic recovery and stability, inclgdjob creation, which is in the end
consistent with the theory of self-interest purgusrctors preventing the current political-
economic ideology from any major change.

Finally, according to e.g. Hodgson (2009) or Breanet al. (2010), a major ideological
transformation is also unlikely due to the abseat@any sufficient counter-neoliberalising
strategy that would replace the existing “marketgilinary rule-regime”. This argument can
be supported also by looking at this study. In galhnenodern-Keynesianism is often presented
as an alternative for the neoliberal paradigm peoidoy the EU. Nevertheless, considering the
economic constellation of the EU, it is rather cliémat as a result of a virtually fully liberalised
internal market modern-Keynesianism in its “pur@rmh would not be able to achieve
satisfactory outcomes, especially taking into aotdts full employment logic. This is given by
the fact that Keynesianism relies on full employmémat stimulates aggregate demand.
However, in the Keynesian world this is conditioniegl a state control of capital which
constraints it free movement, thus, promoting ddme®mpanies and their economic growth.
Consequently, since in the EU such measures aioto be adopted, modern-Keynesianism
as a full-fledged ideology is unlikely to be purdukeaving neoliberalism the only viable logic
capable of setting the tone of today’s economy.

All'in all, by looking at the findings of the study can be argued that this thesis denotes
a confirmation of a “no change tendency”, whenoitnes to the political-economic paradigm
followed by the EU, with continuing trend of neailal dominance. Therefore, the research
expands the volume of works concluding that EU sting ideology is not likely to be

considerably transformed but, on the contrary, masn strengthen and deepened in the future.
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Departing from the theoretical debate, the nextstjoe is what pursuance of this
ideology means from the “real life” perspective.this regard, the remainder of the section
looks at what the effects of the followed theom@tamncept on economy and society. Thus, after
shedding more light on the academic debate conggtaithe issue of ideology in the EU, next,
attention is drawn to some of the implications“tBeropean approach” can actually bring. This
is demonstrated especially through the effect&Eldeand its strategy has on the labour market
and its (non)participants as well as the societyd Although some developments have already
been partly presented earlier in the thesis, thersome other effects worth mentioning in order
to demonstrate the practical meaning of pursuahweology the EU follows.

Against this background, it can be argued thatth®®retical concept from the EU
emanates can be seen as beneficial for a numibeasdns. Above all, as a result of supporting
investments in education, training and upskillinggeneral, the EU considerably contributes to
a more intelligent and educated labour force (E@02). In addition, people become more
flexible and adaptive which increases their chatacesiter the labour market as well as become
a valuable asset to the respective companies. 8eblopments do certainly translate into
increased productivity of European companies ang wsignificantly contribute to their
competitiveness on the global market.

Furthermore, EU’s emphasis on entrepreneurial ahip self-reliance can be also
considered to be a positive effect of pursuing eislg neoliberal ideology. In this regard, such
strategy can give rise to a reduced dependencegaflp on others (employers) and thus help
them to become “masters of their own fate”. Whaniwe, an entrepreneurial culture further
contributes to lower labour costs for companiesragepreneurs do not operate as their direct
employees and thus are being remunerated onlyhtrseérvices they actually provide and
deliver, reducing the costs related to the stanaangloyer-employee relation. On the other
side, although such developments can be deemesllier®eficial from economic point of view
they may be regarded as problematic from the speiapective. Especially the absence of the
social protection of entrepreneurs compared tdrdmitional employee leaves these actors in
uncertainty and more vulnerable when it comes ¢ tisurvival”.

Another socially less desirable effect of neolibetsategies is the trend related to the
“flexibilisation” of the labour market. As a reswf EU’s approach to support competitiveness

of companies by making the labour market more filexithere is an increased risk of excluding
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certain groups of population, especially young peopm addition not only the increased
unemployment can reflect these developments baotthks fact that even if the people retain
their jobs, they are often likely to stay in relally less secured jobs due to adopted measures.
In this regard, the effect of such a situation bantwofold. On the one hand side, it may
discourage skilled and educated workers seekirgifioé position and thus stay unemployed
whereas, on the other hand side, those who wor&nswuth conditions have to face, in general,
lower protection and potentially the risk of bemgde redundant in case a company decides to
downsize in order to retain or promote its compatditess.

Another issue closely related to the problem abisvénequality. Since there is a
propensity to the promotion of competitivenessarhpanies and firms, inequality in the society
may arise as a result of increasing unemploymees raflecting the tendencies to reduce labour
costs. This problem is of particular concern pattidy to young people as they denote a group
most affected by this trend. Therefore, it is oféegued that there is an increasing gap between
companies and the “ordinary” working populationaaesult of the dominant and preferential
position of the private sector in today’s world @&g and Sewell; 2013).

As for economic consequences, it can be arguedatha result of the decreasing
protection of jobs in certain sectors, especiallyhe relatively poorer Member States of the
Union, people may fear to spend and rather saveeynas they face the permanent risk of
become unemployed (O"Connor; 2015). As already ioeed several times in this paper, this
is the implication of lower security or lower sdgpotection. From the economic perspective,
this fact may translate into a decreased demattdsopart of the population and thus decreased
demand within the entire economy. Consequentlyettemomic recovery may be endangered
by such trends. Furthermore, due to increasingymti@h (as a result of “competitiveness
measures”) but at the same time decreasing dentaede may be tendencies towards
deflationary pressure. Ultimately, this can furtaracerbate the present state of affairs and thus
bring the economy back to the verge of recession.

All'in all, it can be seen that despite numerousitpee effects of EU approach there are
still many shortcoming that have to be addressedinected especially with the issue of
unemployment). Although the situation is most peoishtic in the social dimension we may
also identify some emerging economic deficiencidad since these issues may further

aggravate the social as well economic situatiohiwitertain Member States, it is advisable to
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draw more attention to these problems. In thisngagaonsidering the issues such as inequality,
decreasing protection and increased risk of uneynpbmt, problems of aggregate demand or
tendencies towards deflationary pressure, it lseratlear that these deficiencies arise as a result
of the primarily neoliberal character of EU praescTherefore, it can be recommended that an
approach containing a more Keynesian logic (ndtfletiged due to reasons explained above)
would be beneficial as higher labour market pgstition, and not only of young people, can
certainly contribute to the alleviation of thessuss. In this regard, despite the risk of inadexjuat
aggregate demand increase in a Member State ont@btéaggravation” of its effectiveness,
problems such as inequality or deflation may beiced by state controlled direct creation of
new employment positions providing people with anly more financial means but also e.g.
less deflationary pressure on the economy as #& mésnore money in circulation.

Last but not least, after discussing the findingghs research from theoretical as well
as practical perspective, it is also important ention the limitations connected to this thesis
and the methodology used. First of all, as the aceclliterature in general puts forward merely
two political-economic ideologies, neoliberalisndanodern-Keynesianism, the study focuses
predominantly on these theories. Nevertheless, warthwhile to note that other theoretical
paradigms may also be relevant when explainingiin@ogy pursued by the EU. In this regard,
for instance neomercantilism can play an importalg in this debate as well, since it denotes
a concept or regime relying on state interventtonsicrease and encourage economic growth
by supporting export capabilities of domestic comea (Bjorn; 1993). Thus, this theory can
certainly be relevant, especially by looking at #loéivities and functioning of the EIB which to
a large extent follows also such logic. In thigexs, focusing on this paradigm may for instance
give rise and stimulate a new debate on whethenah&e and character of EU’s interventions
represent a more Keynesian or rather neomercamiiscept. Furthermore, drawing attention
to neomercantilism would raise additional questigreaticularly those related to effects and
implications of EU’s ideology on actors outsidetloé EU, and thus can provide basis for
drawing up new criteria that could be taken intocamt when looking at the debate on the
political-economic ideology. From this point of wieneomercantilist practices can in general
be characterised by increasing the deficit of theent account of third countries and thus
contributes to their indebtedness (Bjorn; 1993 ngaguently, such approach may significantly
deteriorate the economic situation in these coasmtind therefore analysis of these implications
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and their extent, as a result of the ideology peadiswould certainly be a valuable contribution
to the academic debate as well.

Instead, this thesis takes into account mereletivironment and circumstances within
the EU and does not address developments outstiess@éalm. Nevertheless, even in this case,
as the direction of the study emanates primardyfthe Juncker plan (mainly its constellation
and way of functioning), which is still only to plemented, we cannot show with certainty
whether also the effects it brings will be congisteith the ideology identified by this thesis.
For this reason, there is still a lot of work todmne to show what the state of affairs will be
after the Juncker plan is fully operationalisedisTdan provide answers to what the implications
of this plan will be, especially when it comes i@ EU economy and society. In this regard, a
longer time lapse is needed to see what the fukewelopments in the EU will be (and not only
in terms of youth employment). Subsequently, thié elp us to determine whether the new
strategy is sufficient and adequate in copying \pitbblems and issues that occurred before the
introduction of the Juncker plan or whether yetea ndeological approach would be required
to address the still persistent problems.
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Conclusion

The presented master's thesis provided an indigot the ideological concept
characterising EU’s investment strategy aimedduidiag youth unemployment. Therefore, as
implied, the main variables were the “EU-led” intraents, on the one hand side, and youth
(un)employment, on the other. The research wagdaout due to the fact that ideology as such
to a large extent impacts developments within &esyst contributes to create. Consequently,
the ultimate state of affairs is, in principle, mgra result of a theoretical paradigm pursued,
reflecting all its benefits as well as deficiencigeynes; 1936).

Bearing this in mind, this study gave answersamo ¢uestions. Firstly, it revealed that
the logic the EU follows denotes a mixture of neetal and (modern)Keynesian theory. In this
regard, although there is a clear prevalence dibveral elements encouraging the free market
concept, Keynesianism plays an important role @Bkl context as well. This is given by the
fact that public interventions seek to establish tiarket failure correction mechanisms and
thus reduce barriers that may occur on the ma8estondly, the thesis also shows that despite
the global financial crisis, the currently followédeology remains virtually intact. What is
more, it even deepens and strengthens the tendahsteowed in the pre-crisis period.

From this point of view, the research, by analgdime logic behind the ESF, EIB and
the Juncker plan (applying the method of a comparaiase study analysis), contributes to the
academic debate on the potential transformatiaimefpolitical-economic ideology in the EU
after 2008 and supports the group of authors chagrthat the existing paradigm followed is not
likely to be changed. However, one question stithains to be answered and therefore further
research is needed to be conducted. This is giyaghebfact that the Juncker plan, which has
still not been placed into effect, cannot be regdrals a guarantee of an economic recovery and
employment creation. Since the actual impact ofpilae is only to be revealed in due course,
we cannot concluded whether it will be able to granpositive change to the present economic
and social state of affairs. Thus, future reseafdhis area may help us to determine whether
the new strategy is well equipped for copying wésues that occurred before the introduction
of the Juncker plan or whether yet a new ideoldgiparoach would be required to address the
still persistent problems. In other words, callsdachange of the ideology may increase again,

creating an even greater pressure on an adoptian alternative political-economic concept.
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