EXECUTIVE SUMMARY

1. Current situation
Employment and the demand for labour
According to data from the EPA labour force survey, the city of
Madrid's labour force stands at 1.61 million, a fall of 2.9% compared
with the previous year. In the Madrid region and Spain, the labour
force decreased by 0.6% and 0.7% YoY respectively.
By gender, while the male labour force fell by 3.4% YoY in the fourth
quarter of 2012, the female equivalent declined more slowly (2.4%
YoY).
The city of Madrid's employed population was 1.31 million in the
fourth quarter of 2012, falling by 4.1% compared to the same quarter
the previous year. This was a smaller correction than that which
occurred at the national level (4.8%), but higher than that for the
region (2.2%).
By educational level, the YoY reduction was especially notable among
those with primary and/or medium level studies (10.6% and 9.6%
respectively).
Social Security enrolment in the city of Madrid was 1.68 million in
the fourth quarter of 2012 (down 3.0% YoY). The YoY reduction in
Social Security was strongest in the agricultural sector, industry and
construction (37.4%, 7.9% and 13.0%, respectively).
According to the recruitment statistics, in February there were close
to 77,300 new contracts, slightly less than those signed in the same
month of the previous year (0.4%). Both the 16-24 and 25-29 age
groups experienced a fall in the number of new contracts (11.3% and
3.2% respectively).
By economic sectors, the most significant YoY declines occurred in
public administration, where in February the number of new
contracts fell by more than 50%.
On the one hand, there was a notably sharp reduction in the
recruitment of workers with a lower secondary school leaving
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certificate (23.4% in February), and, on the other hand, the
significant growth of workers with university degrees (93.0% YoY).
In terms of occupation, the fall in recruitment in February was
concentrated among technicians, professionals and scientists, as
well as support staff.
With regard to temporary employment, based on the EPA data for the
last quarter of 2012, the incidence of temporary working in the city of
Madrid stood at 15.7%. Employees with temporary contracts fell by
15.4% in the last quarter of 2012. Permanent workers also declined,
but not so strongly.
Data on the contracts signed in the first months of 2013 indicate that
permanent workers experienced a a larger fall than temporary
employees. In February 2013, the contracts that saw the biggest fall
were those with a duration of between 2 and 3 months (16.4% YoY).

Unemployment
The number of unemployed in the city of Madrid exceeded 300,000 in
the fourth quarter of 2012. Despite this, the city's unemployment rate
(18.7%) remained lower than the regional and national average
(19.9% and 26.0% respectively). By gender, while the number of
unemployed men decreased (4.1%), women saw an increase (10.9%)
over the same quarter of the previous year. The male unemployment
rate in the city of Madrid rose 2.3 percentage points in the quarter to
18.8%, while the female rate stayed around 18.5%.
The number of workers unemployed for more than 2 years increased
by 20% YoY in the fourth quarter of 2012.
Registered unemployment in the city of Madrid rose 7.1% YoY in
March 2013, bringing the total close to 262,300. By age group,
registered unemployment increased most sharply among the over
55s (12.9% YoY). The increase in unemployment was also sharper in
those groups with the highest educational levels.
Registered unemployment rose in March in all sectors, but it was
services that recorded the most significant annual growth (9.4%).
In March 2013, the proportion of long-term unemployed reached
39.0%, with the number increasing by 20.1% YoY).
All the city's districts saw increases in the number of registered
unemployed. Vallecas and Carabanchel were those with highest
levels of unemployment in March 2013.
Registered unemployment among the foreign population decreased
by 9.3% YoY in March 2013, more than in the region and country as a
whole (6.3% and 4.7%, respectively). The districts of Carabanchel,
Vallecas and Villaverde were those with the highest numbers of
unemployed foreigners in March 2013.
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Labour costs, labour relations and social
protection
The labour cost per worker of the Madrid region was 2,984.70 in the
fourth quarter of 2012, 1.7% lower than a year ago.
The wage increase was agreed in collective negotiations in the
Madrid region was 1.26% YoY (1.3 percentage points lower than a
year before).
In the second half of 2012, there were 51,647 individual employment
arbitrations, 32.1% more than in the same period the previous year.
Also, the cumulative number of dismissals during the same period
increased by 117.8% YoY.
In the period July-December 2012, the number of redundancy plans
registered in the Madrid region was 1,520, double the same period
the previous year.
The amount of benefits agreed by the Wage Guarantee Fund
(FOGASA) in the period January-March 2013 was 18.2 million in
the Madrid region (down 48.8% YoY). The number of companies and
workers involved also reduced.
The number of recipients of unemployment benefits in the Madrid
region was 316,800 in February 2013 (up 2.3% YoY), with a coverage
rate of 55.6%, 3.3 percentage points less than the level recorded a
year ago.

2. In Depth: The mismatch of
employment supply and demand
among the young
The objective of this In Depth feature is to investigate the
characteristics of the jobs that the city of Madrid's companies offer
the young (the 16-24 age group), this group's preferences with regard
to employment and, lastly, to seek to identify the serious
consequences of the mismatch between employment supply and
demand in order to mitigate them as much as possible.
For this purpose, we have used the 2012 statistics on recruitment in
the 4Q12 EPA (the latest data available at the time of writing) and the
the City of Madrid Youth Survey, carried out in 3Q12 using a
representative sample of Madrid's young people.
In 2012, 20% of the contracts signed in the city of Madrid were with
young people. Their profile indicates that (i) nearly half had a
medium educational level (those with a higher level of education
accounted for only 13.2% of the total); (ii) they were hired for a
position in the catering and retail sectors, or in personal services and
protection; (iii) practically all the contracts were for a fixed period
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(the most frequent in 2012, representing 30% of all contracts
concluded, were for less than 6 days); and (iv) more than half were
part-time.
The high rate of unemployment suffered by the youth of Madrid
cannot be attributed to inflexibility or a lack of interest in
employment; on the contrary, it can observed that (i) most prefer
work to unemployment and the corresponding benefit; (ii) more than
70% would be willing to accept a job requiring a lower qualification
than they possess; and (iii) two thirds would be willing to accept a
reduction in salary if they could work in their preferred occupation.
The aspects most valued when choosing a job are not dissimilar to
what might be considered reasonable by any other group. Their first
priority is security and stability of employment. Precisely for this
reason, they prefer to work in employment rather than selfemployment; in fact, only a 3.1% of young people in work in 4Q12
were self-employed. Similarly, they state that they would prefer a
permanent employment contract, regardless of whether it is full- or
part-time, and, given the choice, would opt for a position as a civil
servant, which they consider amply fulfils the criteria outlined above,
rather than in the private sector .
Among the potential consequences of the mismatch between supply
and demand of employment, in the short term the most notable is the
high level of unemployment and, to the extent that this situation is
long-lasting, it could result in (i) the obsolescence of these workers'
qualifications, (ii) a sharp reduction in their incomes, with negative
effects on their consumption and investment (for example, in
housing), (iii) prolonging even more their dependence on family, with
the psychological consequences that this situation would have
(frustration, sense of failure, depression, etc.), (iv) discouragement
and the abandonment of the active search for employment. On
another level, labour mobility, only beginning to emerge in other
regions, is an aspect to be borne in mind: 85% of Madrid's young
people would be willing to move to another area if it would improve
their financial and employment conditions. But, without doubt, the
most important consequence of all those analysed is the overqualification of the young in Madrid when they join the labour
market. Thus, for example, 56% of the young people in work in 4Q12
were in jobs that required only a basic qualification, while about 60%
worked in activities requiring a lower qualification than they possess.

3. In Depth: The most sought-after
workers in the city of Madrid in 2008
and 2012
The aim of this In Depth feature is to analyse how recruitment has
changed from the beginning of the crisis until the present, both in
terms of the number of contracts signed and the types thereof, and
finally to identify the types of worker most sought-after by employers
and to attempt to understand the realities of the labour market.
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For this purpose, recruitment in the city of Madrid was analysed at
two specific moments in time. The first, the year 2008, corresponds to
the onset of the crisis, and the second, 2012, is the latest for which
there is statistical information.
The first conclusion to be drawn is that, as a result of the emergence
and worsening of the crisis, the total number of contracts has fallen
by 21%. In each month of 2012, recruitment was lower than at the
beginning of the crisis, but the reduction has been greatest in the
early months of the year (over 35%). As before the crisis, the largest
volume of recruitment continues to occur in the months of June, July
and October, which represent one third of the annual total), and in the
sectors of administrative activities, households, hotels and catering
and retail). The profile of the workers hired is similarly unchanged.
With regard to the latter, they continue to be predominantly Spanish,
aged 25-34 and educated to secondary level. Cleaning staff and shop
assistants continue to top the ranking of the occupations most
frequently recruited in the city of Madrid, being generally jobs
requiring only basic qualifications. With regard to the characteristics
of the contracts, full-time working continues to dominate, although
part-time work is increasingly common (in 2012, it accounted for
42.6% of contracts), while temporary contracts represented nearly
80%.
Permanent hiring, which has fallen less than temporary work (17.8%
and 22.0%, respectively), saw particularly heavy falls among Spanish
men in younger age groups with higher education. However, it
increased among foreign women aged over 55 with medium or
unspecified educational levels. The latter case is due primarily to the
regularization of domestic workers, one of the occupations in which
permanent contracts have seen the largest increase, but this reflects a
one-off change that occurred in 2012 and is unlikely to continue in
the coming months. The current incentive schemes, to date, have not
significantly boosted this type of contract, as only 2% of permanent
contracts signed in 2012 benefited from any of them.
Finally, temporary employment has fallen especially among young
foreign nationals with primary education, regardless of the gender of
the worker. There was a notable increase in the temporary
recruitment of technical and scientific professionals and workers in
catering, personal services and sales. The mediation of temporary
employment agencies is more significant in Madrid than the nation
as a whole, as in 2012 they handled 21.9% of temporary contracts, 3
percentage points more than four years ago. Lastly, full-time
employment fell by more than 30% in 2012 compared to four years
before, as did the average duration of full-time contracts, having
fallen from 3.1 months in 2008 to 2.5 months in 2012.
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