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Foreword from The King’s Trust 

As The King’s Trust marks 50 years of supporting young people to build a better future, our 

mission remains as urgent as ever. We have helped more than 1.3 million young people across 

the UK, but too many still face significant barriers to work. We remain determined in our vision 

of ending youth unemployment, tackling inequality, and ensuring every young person has the 

chance to succeed. 

Today, almost one million young people are not in employment, education, or training. Behind 

that number are ambitions and talents. For too many young people, the transition from education 
into work has become harder and more uncertain, the consequences of which can last. Being out 

of work early in life can bring long-term consequences for overall life chances. 

This report helps us look beneath the surface of this challenge. Its analysis suggests that the 

recent rise in young people not in employment, education, or training cannot be explained 

simply as a short-term consequence of the wider economy, or assumed to fall away as 

conditions improve. It also makes clear that there is unlikely to be a simple policy explanation 

for falling youth employment, pointing instead to a more complex set of pressures affecting 

young people’s participation in the labour market. 

That matters. If the barriers facing young people are deeper and more structural, then the 

response must match. This includes understanding more about the role of health, especially 

mental health, alongside the potential impact of AI and other changes in the labour market. 

The King’s Trust sees every day what young people can achieve when they are given the right 

support at the right time. The Trust stands ready to work with governments, employers, 

charities, education providers, and partners across society to create clear and accessible routes 

into sustainable employment. 

We are grateful to the Institute for Fiscal Studies for bringing independent rigour to this 

important question, and to King Charles III Charitable Fund for its support. We hope this 

research supports a more informed and practical conversation about how we help more young 

people move into work. 

Fifty years on, The King’s Trust remains determined to help every young person succeed. 

© The Institute for Fiscal Studies, May 2026  
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Executive summary 

This report uses administrative data to examine the rise in the number of young people not in 

employment, education or training (NEET) in recent years. It shows trends in payrolled 

employment and out-of-work benefit claims, both overall and by subgroup, and compares them 

with trends in the Labour Force Survey – the official source of NEET statistics, but one which 

has faced well-documented challenges with response rates in recent years. The report considers 

whether the recent rise in NEET rates reflects a cyclical downturn in labour demand, or whether 

there may be structural changes in the economy that specifically affect young people. Finally, it 

focuses on one widely discussed structural factor – the rise in minimum wages for young people 

– and assesses what we can learn about its impact on youth employment. 

Key findings  

1. Administrative data point to a fall in youth labour market participation in recent 

years. In the three years to December 2025, the share of 16- to 24-year-olds in 

payrolled employment fell by 4.3 percentage points, from 54.9% to 50.6%. This is 

approaching the 5.4 percentage point fall in youth employment seen over the financial 

crisis (after accounting for the downward trend in employment in the years leading up 

to 2008) and the 6.5 percentage point fall over the COVID-19 pandemic. Compared 

with other OECD countries, the UK has historically had high youth employment rates, 

but one of the lowest shares of 18- to 24-year-olds in education. 

2. The share of 18- to 24-year-olds claiming out-of-work benefits increased by 1.4 

percentage points to 10.9%, just over half (0.8 percentage points) of which was due to 

inactivity-related benefits with no work search requirements. The administrative data 

broadly corroborate the official rise in NEET rates from 10.8% in 2022 to 12.8% at 

the end of 2025 based on the Labour Force Survey.  

3. Administrative data show a widespread fall in labour market participation across 

regions. Payrolled employment fell by at least 3 percentage points in 8 out of the 12 

NUTS1 regions of the UK, including by 4 percentage points in London. The share of 

18- to 24-year-olds claiming out-of-work benefits increased across regions, though the 

composition of benefits varied, with inactivity-related benefits accounting for a larger 

share of the increase in Northern regions, Scotland and Wales.  
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4. Payrolled employment fell most for the youngest and oldest youths between

2022 and 2025: by 7.3 percentage points for 16- and 17-year-olds, likely reflecting at

least in part a fall in casual work alongside studies, and by 4.8 percentage points for

22- to 24-year-olds. The change for those aged 18–21 was more muted (a 1.1

percentage point fall). However, 18- to 20-year-olds saw a slightly larger rise in out-

of-work benefit claims than older youths – 9.4% of 18- to 20-year-olds claimed out-

of-work benefits in 2025, up from 7.2% in 2022. 

5. There are reasons to believe that the recent rise in NEET rates is not entirely

cyclical. NEET rates are higher than we would expect given the historical relationship

between NEET rates and adult (25–64) employment and unemployment rates.

Moreover, changes in youth and adult employment rates across regions are not very

strongly correlated, contrary to what we would expect for a purely cyclical decline in the

economy. This suggests that NEET rates may not return to previous levels

without specific policy interventions.

6. We consider several potential structural causes of the increase in the NEET rate. One

widely discussed structural factor is the recent rise in youth minimum wage rates.

The data available do not allow us to confidently say one way or the other whether

minimum wages have had a sizeable effect on employment, but our central estimates

suggest that it is likely that other structural factors are playing a role.

7. The rises in the NEET rate have been similar for university graduates and for non-

graduates entering the labour market, cutting against the idea that AI is having a

disproportionate impact on entry-level graduate jobs (though AI could be weighing on

employment across the board).

8. The recent increase in employer National Insurance contributions (NICs) has been

flagged as another potential driver of rising NEET rates, since it is most significant for

low earners. But under-21s are largely exempt, and the decline in employment

among older youths began at the end of 2022 – two years before the NICs reform

was announced – so it is unlikely to be the primary cause.
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1. Introduction

The share of young people not in education, employment or training (NEET) has become a 

recent political priority. After a sustained fall for more than a decade, the NEET rate started to 

rise after the pandemic, increasing by 1.8 percentage points (17%) between 2022 and 2025 

(Figure 1). In the latest data, for the fourth quarter of 2025, 12.8% of 16- to 24-year-olds were 

NEET, similar to the share in 2015.  

Figure 1. Share of 16- to 24-year-olds not in education, employment or training (NEET) 

Note: Seasonally adjusted. Quarterly data. 

Source: Office for National Statistics NEET series. Estimated using the Labour Force Survey. 

The government has introduced a host of policies to increase youth labour market participation, 

including introducing and expanding a Youth Guarantee of employment for long-term benefit 

claimants (Department for Work and Pensions, 2025a); making reforms to apprenticeships 

(Department for Education, 2026a); and introducing flexibility to slow down the pace of 

aligning youth minimum wage rates with the adult minimum (Low Pay Commission, 2026). 

Other policies have been proposed – for example, restricting health-related incapacity benefits 

for under-22s (Department for Work and Pensions, 2025b). An independent review of NEET 

rates, led by Alan Milburn, has been commissioned. 

However, analysis on NEETs tends to be based on the Labour Force Survey (LFS), which faces 

a number of challenges. The survey saw a large fall in response rates after the pandemic, 
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reaching a low of 13% in mid 2023 (Office for National Statistics, 2026a) – shortly after the 

NEET rate started to climb – and has been shown to diverge from other labour market sources in 

recent years. And, quite apart from concerns about reliability, the LFS is simply too small to 

examine the problem in any level of detail. This makes it difficult to conduct subgroup analysis 

– for example, by age and geography – that would help unpack the potential causes of the rise.

This report examines trends in and potential drivers of the recent rise in NEET rates, 

supplementing LFS analysis with data from administrative sources. The available administrative 

data do not allow us to measure NEET status directly: linked data on education and employment 

(the Longitudinal Education Outcomes dataset) are more than four years out of date, and other 

datasets do not capture the overlap between education and employment. We therefore consider 

payrolled employment and out-of-work benefit claims as two alternative measures of youth 

labour market participation. These indicators can be thought of as proxies for the NEET rate: the 

former captures people who are definitely not NEET, and the latter is a subset of all NEETs 

(since not all NEETs are eligible for or claim out-of-work benefits). 

International context on education and 

employment 

The UK has for some time had low levels of education participation compared with other 

countries. In 2019 – before the pandemic and the recent rise in NEET rates – the share of 18- to 

24-year-olds in education in the UK was the sixth-lowest among OECD countries, and lower

than in all other European countries (Figure 2). Historically, higher youth employment in the UK 

compensated for lower education participation, so that overall NEET rates were middling by 

OECD standards. However, in recent years, youth employment has fallen, taking us down the 

international NEET league table. OECD statistics show that the vast majority (84%) of the 2.5 

percentage point increase in the 18–24 NEET rate in the UK between 2019 and 2024 was due to 

a fall in the share of young people in work and not in education (OECD, 2025). 

This report focuses on the recent rise in the NEET rate. Given that this has been driven by 

changes in labour market participation rather than participation in education, we focus on the 

former. However, it is worth acknowledging that reducing the NEET rate could also be done 

through raising education participation, which would bring the UK closer to our European 

counterparts.  

The report is structured as follows. Section 2 documents the decline in youth labour market 

participation in recent years using data on payrolled employment and out-of-work benefit 

claims, comparing trends in these administrative datasets with trends in the Labour Force 

Survey. It then uses the administrative data to examine how changes have differed across 

subgroups, specifically by age and region. Section 3 considers whether the recent rise in NEET 
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rates is likely to be purely cyclical – reflecting a downturn in labour demand – or whether there 

is evidence for structural changes that are specific to young people. Section 4 assesses the role of 

one potential structural factor: the large real-terms increases in youth minimum wage rates since 

2024. Section 5 concludes. 

Figure 2. Share of 18- to 24-year-olds by labour market status, 2019 

 

Note: Data for Chile refer to 2018. Data usually refer to the first three months of the calendar year, but in 

some countries to the second. Education includes vocational education. 

Source: OECD Education at a Glance 2025. 

This report is part of a wider programme on NEETs at IFS, using large-scale datasets to study 

trends in and drivers of NEET rates. This includes future work on youth employment transitions 

using the Registration and Population Interaction Database (RAPID) and on the role of mental 

health in driving NEET rates using Next Steps and the Millennium Cohort Study. 
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2. Trends in youth labour 

market participation using 

administrative data 

The official NEET statistics are based on the Labour Force Survey (LFS), which has faced well-

documented challenges since the pandemic. Response rates fell sharply, reaching a low of 12.7% 

in mid 2023 – shortly after the NEET rate started rising (Office for National Statistics, 2026a). 

Since then, the Office for National Statistics (ONS) has taken various measures to improve 

sample sizes, response rates and its weighting methodology. However, there are still concerns 

around the quality of LFS data, which remain badged as ‘official statistics in development’ 

rather than ‘official statistics’. 

Moreover, changes to survey methods make comparisons over time in the LFS unreliable. 

Movements in the data are likely to reflect not just real changes in the labour market, but also 

changes in how the survey is run. The latest ONS LFS quality update in April 2026 states that 

‘caution is still advised when assessing change over time periods’ (Office for National Statistics, 

2026b). Recent trends in total employment in the LFS have diverged from other labour market 

sources, including payroll data and the ‘workforce jobs’ data based on business surveys 

(Francis-Devine and Powell, 2026).  

Quite apart from these worrying discrepancies, the LFS is simply too small to examine the 

problem in any level of detail. There were just over 4,500 16- to 24-year-olds in the survey and 

around 450 NEETs in the last quarter of 2022, when NEET rates started to climb. This makes it 

difficult to reliably conduct analysis by subgroup – for example, by age and geography – which 

would help to identify where the rise has been greatest and test hypotheses on the potential 

causes of the rise. 

In this section, we supplement LFS analysis using two administrative data sources: payroll 

statistics from HMRC’s Pay As You Earn (PAYE) Real Time Information system, obtained 

through a Freedom of Information (FOI) request, and data on out-of-work benefit claimants 

from the Department for Work and Pensions (DWP). The payroll data exclude self-employed 

workers, but self-employment is rare among 16- to 24-year-olds (see footnote 3). We use official 

population estimates and projections from the ONS to convert these into the share of 16- to 24-

year-olds who are in payrolled employment and the share claiming out-of-work benefits. As 

discussed in the introduction, these measures can be thought of as proxies for the NEET rate: the 
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former is a subset of people in education, employment or training (that is, not NEET) and the 

latter is a subset of people who are NEET. 

We start by assessing whether the fall in youth labour market participation since 2022, 

documented in the LFS, is supported by our administrative datasets. We then use the 

administrative data to examine how changes have differed across subgroups, focusing on age 

and geography. 

Trends in youth labour market participation 

using administrative data 

The share of 16- to 24-year-olds in payrolled employment fell by 4.3 

percentage points in the three years to December 2025 

Figure 3 shows the share of 16- to 24-year-olds in payrolled employment between 2018 and 

2025, adjusted for seasonality.1 In 2022, around 55% of young people were in payrolled 

employment, similar to levels seen before the pandemic. Employment started to decline around 

the end of 2022, falling by 4.3 percentage points between December 2022 and the latest data in 

December 2025. This is a very large decrease – for context, youth employment fell by 6.5 

percentage points over the COVID-19 period and by around 5.4 percentage points over the 

financial crisis after accounting for the fact that youth employment was already on a negative 

trend prior to the financial crisis.2 By the end of 2025, payrolled employment rates had returned 

to levels seen in June 2020, towards the end of the first COVID lockdown. 

For comparison, Figure 3 also shows employment rates for 16- to 24-year-olds in the LFS. The 

definitions of employment are slightly different between the two series; most notably, PAYE 

excludes the self-employed.3 Nonetheless, the two series track one another fairly closely up to 

 

1  We derive employment rates by dividing the number of payrolled employees by the ONS’s population estimates 

and projections, assuming a constant rate of population growth between mid-year population estimates. We use the 

ONS’s ‘migration category variant’ population projection for 2025, which tallies well with the ONS’s provisional 

population estimate for 2025. To seasonally adjust the data, we estimate how much employment in each month 

typically deviates from trend – estimated on pre- and post-COVID data – and subtract month effects from observed 

employment rates. The non-seasonally-adjusted series is shown in Figure A1 in the appendix. 
2  To estimate the fall in employment, we fit a linear trend using data from January 2004 and December 2007, and 

apply this trend beyond December 2007 to predict how employment might have changed in the absence of the 

financial crisis. The 5.4 percentage points figure refers to the largest gap between actual and trend employment, 

seen in October 2009. 
3  According to both the LFS and the Survey of Personal Incomes (HM Revenue and Customs 2025), 2% of 16- to 

24-year-olds are self-employed as of the most recent data. There are also smaller differences between the two 

series. For example, the LFS only covers people living in residential households, so it misses young people in 

communal establishments. PAYE is based on when payroll is run, whereas the LFS captures employment in a 

specific reference week. PAYE captures all payroll jobs, including casual and weekend work held by students; 

these might be missed by respondents in the LFS, especially given that the majority of responses are proxy 

responses from household members (mostly parents). 
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the end of 2022. Both show falls in youth employment starting around 2022–23 of a similar 

magnitude up to the start of 2025 – though the LFS shows a sharp fall rather than a gradual 

decline. 

Figure 3. Share of 16- to 24-year-olds in employment  

 

Note: Seasonally adjusted. Unadjusted data are shown in Figure A1 in the appendix. LFS series shows 

three-month averages. PAYE series does not include the self-employed. 

Source: ONS LFS series AIVZ, FOI PAYE statistics and population estimates and projections. 

The LFS records a recovery in youth employment in 2025 that is not seen in payroll data. 

However, this discrepancy is unlikely to have materially affected estimates of NEET rates. The 

majority (71%) of the 1.2 percentage point recovery in LFS employment between 2024 and 2025 

was due to people who were both studying and working, meaning that they would already have 

been classified as non-NEET due to their education participation.4 As such, the administrative 

payroll data broadly support the rise in NEET rates observed in the LFS. 

The share of 18- to 24-year-olds claiming out-of-work benefits 

increased by 1.4 percentage points, of which 0.6 was due to 

unemployment benefits  

Figure 4 plots the change in the share of young people claiming out-of-work benefits between 

2022 and the latest data in 2025.5 Because most 16- and 17-year-olds are not eligible for means-

 

4  This is based on non-seasonally-adjusted LFS microdata, so may differ slightly from the published seasonally-

adjusted data. 
5  We average over each quarter of 2022 and the first three quarters of 2025 (up to the latest data). Benefit take-up is 

not seasonal, as seen in Figure A2 in the appendix, so this should not materially affect results.  
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tested benefits, we focus on young people aged 18–24. We distinguish between unemployment 

benefits (out-of-work benefits with work search requirements), ‘inactivity benefits’ (out-of-work 

benefits without work search requirements) and health-related incapacity benefits (a subset of 

inactivity benefits).6 In each case, corresponding LFS measures are plotted for comparison: the 

share who are NEET and unemployed, inactive, and inactive due to long-term health conditions.  

Figure 4. Share of 18- to 24-year-olds claiming out-of-work benefits in administrative data 
and NEET rate in the Labour Force Survey, 2022 and 2025 

 

Note: Not seasonally adjusted. Benefits series are for Great Britain only. Both LFS and benefits data refer 

to averages for calendar year 2022. The benefits data are averaged over the first three quarters of 2025, 

whilst LFS data are averaged over all four quarters.  

Source: ONS quarterly NEET statistics, authors’ analysis of LFS and DWP Stat-Xplore and population 

estimates and projections. 

The share of 18- to 24-year-olds claiming any out-of-work benefit increased by 1.4 percentage 

points in the three years leading up to 2025, of which just under half (0.6 percentage points) was 

due to unemployment benefits. The share claiming health-related incapacity benefits went up by 

0.9 percentage points. There was a small (0.1 percentage point) fall in the share claiming 

inactivity benefits not related to health. 

The increase in the share of 18- to 24-year-olds claiming out-of-work benefits is smaller than the 

2.4 percentage point increase in the LFS NEET rate for this age group. This is not surprising: 

 

6  Unemployment benefits include jobseeker’s allowance (JSA) and universal credit (UC) with work search 

requirements, for those who are not employed. ‘Inactivity benefits’ include UC with no work search requirements 

(because of health conditions, young children or care responsibilities), employment and support allowance (ESA), 

incapacity benefit, carer’s allowance and income support. 
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some NEETs are not eligible for out-of-work benefits (e.g. migrants with no recourse to public 

funds), and not everyone who is eligible for benefits claims them. Combining the claimant and 

NEET rates would imply that roughly 60% of NEETs were claiming out-of-work benefits in 

2022. If this proportion remained constant, a 1.4 percentage point rise in out-of-work benefit 

claimant shares would correspond to a 2.4 percentage point increase in the NEET rate – the same 

as the increase observed in the LFS. 

Changes in labour market participation by age 

and region 

The analysis above suggests that the rise in NEET rates documented in the LFS is broadly 

supported by administrative data. However, sample sizes in the LFS are too small to move 

beyond aggregate changes: estimates by age and region are extremely noisy, as shown in Figures 

A3 and A4 in the appendix. This section uses the administrative data to document changes by 

subgroup, to identify where the fall in participation has been most severe and potentially help 

target policy solutions. 

Payrolled employment fell most for the youngest and oldest youths, 

but benefit claims increased most among 18- to 20-year-olds 

We start by looking at variation by age. Figure 5 plots the change in payrolled employment rates 

between 2022 and 2025 by single year of age. Employment declined by 4.8 percentage points 

among 22- to 24-year-olds, whilst 16- and 17-year-olds saw even bigger drops of 7.3 percentage 

points on average. By contrast, changes were much smaller for those aged 18–21 (a 1.1 

percentage point decline). 

The fall in payrolled employment among 16- and 17-year-olds is unlikely to be driven by a 

rising share studying instead of working. The latest administrative data from the Department for 

Education show that the share of 16- and 17-year-olds in full-time education or apprenticeships 

increased by only half a percentage point between 2022 and 2024 (Department for Education, 

2025).7 That said, the fall in payrolled employment does not necessarily imply a rise in NEET 

rates for this group. The vast majority of 16- and 17-year-olds are in full-time education (84% in 

2024),8 so it may reflect a decline in weekend jobs or other casual work alongside studies. 

Indeed, Figure A3 in the appendix shows that the LFS does not capture a marked rise in NEET 

rates for this group, though estimates are very noisy. 

 

7  There is no administrative data on the proportion in other forms of training, but the LFS suggests that this has only 

fallen slightly.  
8  In England and Wales, 16- and 17-year-olds are legally obligated to remain in some form of education or training 

until their 18th birthday, although enforcement is imperfect.  
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The fall in employment among 22- to 24-year-olds is consistent with widespread reports of a 

challenging job market for university graduates entering the labour market (Financial Times, 

2026). However, it does not necessarily imply that graduates are disproportionately hit compared 

with other labour market entrants; we return to this question in Section 3. One natural hypothesis 

is that the fall for those aged 21 and over is driven by the recent rise in employer National 

Insurance contributions (NICs) in April 2025, which impacts low earners more than higher 

earners, but largely does not affect under-21s. However, the timing of the fall does not map onto 

the timing of the NICs reform. As shown in Figure A5 in the appendix, employment rates at 

each of the affected ages (21–24) declined gradually from the end of 2022, with no obvious 

changes in trend in October 2024, when the NICs reform was announced, or in April 2025, when 

it was implemented. 

Figure 5. Change in PAYE employment rate by age, 2022 to 2025 

 

Note: Averages across all months in a year. 

Source: FOI PAYE statistics and population estimates and projections. 

Benefits data show a different age profile. Excluding 16- and 17-year-olds, who are mostly 

ineligible for universal credit, there has been a fairly even increase in the share claiming health-

related incapacity benefits across all ages 16–24, of around 1 percentage point between 2022 and 

2025 (Figure 6). Increases in unemployment benefit receipt are concentrated among 18- to 20-

year-olds. Non-health-related inactivity benefits also rose slightly for this group whilst declining 

among older youths. As a result, the overall claimant rate for 18- to 20-year-olds has risen by 2.2 

percentage points over the last three years, compared with 0.9 percentage points for 21- to 24-

year-olds.  
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Figure 6. Change in rates of claiming out-of-work benefits by age, 2022 to 2025 

 

Note: Averages across all quarters of 2022 and across the first three quarters of 2025. Increases in ‘other 

inactivity’ benefits for older adults may reflect migration onto universal credit, for people who previously 

only claimed child tax credit or housing benefit. 

Source: DWP Stat-Xplore. 

It is not straightforward to reconcile the fact that 19- and 20-year-olds saw a rise in out-of-work 

benefit claims with no fall in payrolled employment. It is unlikely to reflect people moving out 

of education, or at least higher education – the latest data from the Department for Education 

show that higher education participation at age 20 increased by 2 percentage points between 

2022 and 2024 (Department for Education, 2026b). Possible explanations include increases in 

part-time work alongside studies offsetting falls in employment for non-students, changes in the 

benefit eligibility of NEETs9 and changes in benefit take-up. 

Administrative data show a widespread fall in youth participation 

across regions 

We now turn to how the decline in youth labour market participation varies across regions. 

Again, we focus on 18- to 24-year-olds to make changes in payrolled employment and benefit 

claims more comparable, since 16- and 17-year-olds are not generally eligible for means-tested 

benefits. Figure 7 plots the change in the share of 18- to 24-year-olds in payrolled employment 

 

9  For example, if a rise in employment among 18- to 20-year-old migrants who are not eligible for benefits offsets a 

fall in employment among those who are eligible, this could lead to a rise in benefit receipt but no overall 

employment change among this group. 
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by (NUTS1) region between 2022 and 2025, whilst Figure 8 plots changes in out-of-work 

benefit claims. 

Figure 7. Change in PAYE employment rate by region, 2022 to 2025, 18- to 24-year-olds 

 

Note: Averages across all months in a year. 

Source: FOI PAYE statistics and population estimates and projections. 

Figure 8. Change in rates of claiming out-of-work benefits by region, 2022 to 2025, 18- to 24-
year-olds 

 

Note: Averages across all quarters in a year. Benefits data are not available for Northern Ireland, where 

benefits are not administered by the Department for Work and Pensions. 

Source: DWP Stat-Xplore. 
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Both administrative datasets show a widespread fall in labour market participation across 

regions (in contrast to the (noisy) LFS estimates, which suggest that the rise in NEET rates was 

almost entirely concentrated in the North of England and the East Midlands; see Figure A4 in 

the appendix). Payrolled employment rates fell by at least 3 percentage points in 8 of the 12 

regions of the UK, including by 4 percentage points in London. The share of young people 

claiming out-of-work benefits rose everywhere.10 

However, there are differences in the composition of benefit changes across regions. For 

example, London and the North West saw similar increases in claimant rates (1.4 and 1.3 

percentage points respectively). But in London, most (68%) of the increase came from 

unemployment benefits, whereas in the North West, 80% of the increase came from incapacity 

benefits. In general, inactivity-related benefits accounted for a larger share of the increase in 

Northern regions, as well as in Wales and Scotland. 

 

10  Benefits data are not available for Northern Ireland, where benefits are not administered by the Department for 

Work and Pensions. 
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3. Is the recent rise in NEET 

rates cyclical or structural? 

The previous section showed that the rise in NEET rates in the Labour Force Survey is 

supported by administrative data. This rise could be driven by cyclical or structural forces – or 

both – and in this section we explore the evidence on this question.  

By ‘cyclical’, we mean that the rise in NEET rates is driven by weak underlying labour demand. 

If it was purely cyclical, we would expect NEET rates to return to their previous levels when the 

economy rebounds, even without interventions specifically targeting young people. A 

‘structural’ rise is one that reflects more fundamental changes in the economy or society that 

have disproportionately affected young people. In this instance, NEET rates may remain 

elevated even after the wider economy recovers, and reducing NEET rates may require policies 

aimed specifically at young people.  

There are several reasons to think that the rise in NEETs could be cyclical. Geopolitical 

uncertainty created by the Russia–Ukraine war, US tariffs and more recently the war in Iran have 

resulted in high inflation, tighter monetary policy and reduced business confidence. Discounting 

the COVID-19 period, job vacancies in the UK are at their lowest in over a decade (Office for 

National Statistics, 2026c). This fall in vacancies is especially pronounced in the UK, but several 

Western European countries have suffered similarly from the negative global economic shocks 

of the last three years (Eurostat, 2026).  

Cyclical economic downturns of this kind often disproportionately affect young people. It is 

easier to freeze hiring than it is to lay off existing employees, and inexperienced young workers 

may be the first to be deemed surplus to requirements if firms do make redundancies. The most 

recent Economic and Fiscal Outlook (Office for Budget Responsibility, 2026) suggests ongoing 

labour market weakness is being driven primarily by entrants into the labour force struggling to 

find work, consistent with employment patterns observed during previous economic downturns. 

As shown by Figure 9, falls in the employment rate for 16- to 24-year-olds following the early 

1990s recession, the financial crisis and the pandemic were all much larger than the associated 

falls in the employment rate for older adults.  
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Figure 9. Employment rates for young people and older adults  

 

Note: Seasonally adjusted. Shows three-month averages. PAYE series do not include the self-employed. 

Source: ONS LFS series A05, FOI PAYE statistics and population estimates and projections. 

This means that the fact that we observe a significant fall in the 16–24 employment rate since 

2022, but are yet to see a large fall in the 25–64 employment rate in either the LFS or PAYE 

data, is not itself evidence that the rise in the NEET rate is structural.  

However, there are also good reasons to suspect a structural component to the recent rise in 

NEET rates. Three factors have received particular attention in the media and policy debate. 

First, there have been large increases in youth minimum wage rates in recent years, alongside an 

increase in employer National Insurance contributions for those aged 21 and over and the 

introduction of the Employment Rights Act in 2025. These policies have increased the cost of 

hiring young workers and/or increased employer costs in the low-paid industries in which they 

tend to work (Ray-Chaudhuri and Xu, 2025). Second, the rapid adoption of artificial intelligence 

(AI) offers firms a cheaper substitute to junior workers in many sectors, which could reduce 

demand for young workers. Third, there has been a sustained decline in mental health among 

young people (Blanchflower, Bryson and Xu, 2025), and persistent school absences remain 

much higher than before the pandemic (Department for Education, 2026c). This means that new 

cohorts leaving education may be less attached to the labour market than previous cohorts.  

The increase in health-related inactivity among young people is often cited as evidence of a 

structural shift. The proportion of NEETs reporting sickness or disability as their main reason for 

being out of work has risen steadily, whilst the proportion actively searching for work 

(unemployed) has remained steady over the last few years. This is very different from the rise in 
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NEETs over the financial crisis, when the proportion citing unemployment rose sharply (Diniz 

and Murphy, 2025).  

However, the fact that health-related incapacity benefits are more generous than unemployment 

benefits, and do not come with work search requirements, could incentivise people to take up 

incapacity benefits when out of work. This in turn could affect their work search behaviour and 

their self-reported reasons for not working. The gap between the generosity of unemployment 

benefits and the highest rate of incapacity benefits has also increased since the financial crisis 

due to consecutive nominal freezes to non-health-related benefits (Institute for Fiscal Studies, 

2025), which strengthened the incentive to claim incapacity benefits. Rather than relying on 

stated reasons for inactivity, we therefore consider other relationships in the data to assess 

whether the recent rise is likely to be cyclical or structural. 

The NEET rate is higher than we would expect given adult 

unemployment 

NEET rates and adult unemployment tend to move together over the business cycle. Figure 10 

plots the quarterly 16–24 NEET rate against the unemployment rate for 25- to 64-year-olds since 

2006, with quarters up to 2022 shown in green and quarters from 2023 onwards in yellow. There 

is a clear positive relationship – as shown by the dotted green line, a 1 percentage point increase 

in the adult unemployment rate was associated with a 1.5 percentage point increase in NEET 

rates between 2006 and 2022.  

Figure 10. Relationship between NEET rates and adult unemployment rate, 2006–25 

 

Note: Not seasonally adjusted. Points are individual quarters. 

Source: PAYE Real Time Information and LFS. 
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If the rise in NEETs were purely cyclical, we would expect the most recent data (the yellow 

dots) to lie along this line. However, current NEET rates are 1 percentage point higher than we 

would expect given current adult unemployment, statistically significant at the 1% level. This 

suggests that there is a structural component to the rise in NEET rates. 

The logic is similar to that of the Beveridge curve, which plots the relationship between the 

unemployment rate and the job vacancy rate, and argues that a shift in the relationship is 

evidence of a structural shock whereas moves up and down the curve are cyclical. Recent work 

at the Resolution Foundation uses the same approach to conclude that cyclical factors can 

explain just over half of the increase in the 18–24 NEET rate since 2019 (Clegg et al., 2026). 

However, it is possible that the current level of adult unemployment is underestimated in the 

Labour Force Survey, since the LFS does not capture the fall in employment seen in other 

datasets (Francis-Devine and Powell, 2026). We therefore validate our result by comparing 

NEET rates and adult PAYE employment rates, which are available from the second quarter of 

2015. This is shown in Figure A6 in the appendix. Using PAYE employment generates an even 

bigger shift, with NEET rates over 2 percentage points higher than expected given pre-2023 

data. 

Changes in youth employment rates across regions are not 

correlated with changes in adult employment 

Cyclical downturns hit labour demand. Demand shocks tend to vary across places, partly 

reflecting differences in industrial structure, particularly in procyclical sectors such as 

construction, manufacturing and hospitality. As such, if changes in employment were due to 

cyclical demand shocks, we would expect changes in youth and adult employment to be 

positively correlated across places – the regions that see the biggest falls in youth employment 

should also be those that see the biggest falls in adult employment. 

Figure 11 plots changes in PAYE employment rates between 2022Q4 and 2025Q4 across 

NUTS2 regions for young people against the corresponding change for 25- to 64-year-olds. 

Panel A shows 16- to 24-year-olds overall; Panels B, C and D present more granular age groups. 

Overall, there is no correlation between changes in youth employment and changes in 

employment for 25- to 64-year-olds. We do see a positive correlation for 22- to 24-year-olds, 

who are likely to be more similar to older adults. 

These patterns are very different from those observed during the COVID-19 shock, which 

provides a useful (albeit unusual) example of a more cyclical shock. Table 1 compares the 

relationship between youth and adult employment changes across NUTS2 regions over COVID 

and over the last three years. In contrast to the current period, employment changes for 18- to 

21-year-olds over the pandemic period were clearly positively correlated with changes for older 
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adults – the R² of 0.497 indicates that nearly half of the variation in youth employment changes 

can be explained by changes in adult employment. The correlation between employment rates 

for 22- to 24-year-olds and older adults is also much stronger than in the current period (the 

slope and R² are roughly twice as high).11 The fact that the relationships from 2022–25 are so 

much weaker further suggests that there may be a structural component to the recent rise in 

NEET rates. 

Figure 11. Change in PAYE employment rates, 2022Q4 to 2025Q4 (percentage points) 

                                       A. 16–24                                                                  B. 16–17 

 

Table 1.  

Table 2.  

Table 3.  

Table 4.  

Table 5.  

 

                                    C. 18–21                                                                  D. 22–24 

Table 6.  

Table 7.  

Table 8.  

Table 9.  

Table 10.  

Table 11.  

 

Note: Not seasonally adjusted. Observations are NUTS2 regions. Excludes Northern Ireland. Asterisks 

indicate significance at the 10% (*), 5% (**) and 1% (***) levels. 

Source: FOI PAYE statistics and population estimates and projections. 

 

11  As with the current period, changes in employment rates for 16- and 17-year-olds over the pandemic period were 

not correlated with changes in adult employment. This is likely because changes for this age group mainly reflect 

choices around education and casual/weekend jobs, rather than shifts in labour demand. 
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Table 1. Relationship between youth and 25–64 PAYE employment rate changes 

 COVID: 2020–21 2022–25 

Age Slope R² Slope R² 

16–24 3.068*** 0.517 0.147 0.004 

16–17 0.668 0.029 0.088 0.001 

18–21 4.320*** 0.497 –0.971* 0.079 

22–24 3.044*** 0.574 1.480*** 0.203 

Note: Not seasonally adjusted. Based on regression of Q4-to-Q4 youth employment rate change (in 

percentage points) on the 25–64 employment rate change at the NUTS2 regional level. Asterisks indicate 

significance at the 10% (*), 5% (**) and 1% (***) levels. Excludes Northern Ireland. 

Source: FOI PAYE statistics and population estimates and projections.  

There is no evidence that graduates are disproportionately affected 

There has been widespread speculation that AI will create a graduate ‘jobpocalypse’, driving a 

rapid decline in entry-level university graduate positions (Financial Times, 2025). If this were 

true, we might expect a disproportionate impact on graduates. The large fall in payrolled 

employment for 22- to 24-year-olds shown in the previous section would be consistent with this 

narrative, though we cannot distinguish between graduates and non-graduates in payroll data. 

Figure 12. Relationship between NEET rates for recent graduates and non-graduates, 
2006Q1 to 2025Q4 

 

Note: Not seasonally adjusted. Points are individual quarters. Restricted to people who left education less 

than two years ago. 

Source: LFS. 
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Figure 12 plots the NEET rate for recent graduate labour market entrants against the NEET rate 

for recent non-graduate entrants across quarters between 2006 and 2025. We focus on recent 

entrants – defined as individuals who left education within the last two years – because the 

current labour market downturn mostly reflects weaker hiring (Office for Budget Responsibility, 

2026). Comparing outcomes of, for example, 21-year-old graduates trying to get a first job after 

university with the outcomes of 21-year-old non-graduates who have already been in the labour 

market for several years would therefore be misleading.  

The NEET rate for recent non-graduate entrants is consistently higher than the NEET rate for 

recent graduate entrants. On average, the relationship implies that when the graduate NEET rate 

is 15%, the non-graduate NEET rate is roughly 25%. However, there is no evidence that this 

relationship has changed since 2022.  

Summary 

Taken together, the evidence in this section points to a structural component to the recent rise in 

NEET rates. However, it does not seem to have disproportionately affected graduates relative to 

non-graduates, as might be expected if AI were primarily replacing junior graduate positions. 

This does not rule out a role for AI: it may have affected graduate and non-graduate jobs equally 

(King’s Trust, 2025), or there may be offsetting effects – for example, with AI reducing jobs for 

graduates and minimum wages reducing jobs for non-graduates. AI may also have increased 

competition from graduates for typically non-graduate jobs. We turn to minimum wages in the 

following section. 
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4. The role of the rising youth 

minimum wages 

The evidence presented in the previous section suggests that the rise in NEET rates is not purely 

cyclical and reflects, at least partially, structural changes in the economy that particularly affect 

young people. As discussed earlier, there are several potential structural factors that could reduce 

youth employment, including recent policy changes that increased employer costs, AI adoption 

and the decline in young people’s mental health. In this section, we focus on whether there is 

any evidence that rising minimum wages have reduced youth employment. We plan to consider 

the role of other factors, particularly mental health, in future work. 

Recent years have seen big increases in minimum wages for young people, as the National 

Living Wage (NLW) was increased to reach the target set by the previous government of two-

thirds of median wages, and the age threshold of the NLW was gradually lowered from 25 to 21 

(HM Treasury, 2023). The current government has pledged to bring the 18–20 rate into line with 

the NLW, implying further large increases for this group. 

Table 2 shows real-terms changes in the minimum wage in recent years for different age groups. 

There were particularly large increases in 2024 and 2025, across the board and especially for 

young people. Minimum wages for 16- and 17-year-olds increased by 18% in real terms in 2024 

and a further 13% in 2025, compared with 7% and 3% respectively for those aged 23 and over. 

Minimum wages for 18- to 20-year-olds also increased by 12% in real terms in both years. These 

large increases in minimum wages, coupled with rising NEET rates, have prompted concerns 

about negative effects on youth employment. Box 1 discusses how increases in minimum wages 

could affect employment. 

Box 1. How would we expect youth minimum wages to affect youth employment? 

In a competitive labour market in which workers’ pay equals their (marginal) productivity, we would 

expect a binding minimum wage to reduce employment. Young workers are likely to be less 

productive than older workers due to their lack of experience. On this view, raising youth minimum 

wage rates towards the adult rate risks pricing young people out of entry-level roles, reducing youth 

employment. 

However, empirical evidence on minimum wages suggests that labour markets are far from perfectly 

competitive, with workers paid below the value they generate for their employers. Research from the 
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UK and around the world has typically not found large impacts of negative employment effects (at 

least in the short run) even for significant minimum wage increases, with the median estimate of the 

effect very close to zero (Dube, 2019). This holds even when the focus is specifically on young 

workers (Dube and Linder, 2024). In the UK context, a recent study of the National Living Wage 

estimates small negative employment effects that are indistinguishable from zero (Giupponi et al., 

2024). 

There is also strong evidence, both internationally (Dube and Linder, 2024) and in the UK (Giupponi and 

Machin, 2026), that firms often pay younger workers more than their age-specific minimum wage, and 

instead pay at or closer to the adult minimum due to pay equity norms. In this case, large rises in youth 

minimum wages may have a limited effect on employment, because for many workers they do not in fact 

imply a substantial wage rise. 

Table 2. Real changes to minimum wages for workers of different ages, 2020 to 2026 

Note: Deflated using Q2 CPIH and rounded to nearest integer. The choice of deflator makes some 

difference to magnitudes, but not to differences across ages – for example, using the CPIH index for the 

entire financial year yields an increase of 15% for 16- and 17-year-olds in 2024, instead of 18% using Q2 

CPIH. 2026 uses forecast Q2 CPIH. 

Source: Authors’ calculations using Low Pay Commission rates and ONS CPIH. 

Ideally, we would estimate the effect of minimum wages on employment using variation both in 

the timing of different age-specific minimum wage changes, and in the exposure to minimum 

wages across regions due to differences in regional wage levels – lower-paid regions are more 

affected by rises in the minimum wage. However, some of the minimum wage changes occurred 

during COVID and the post-pandemic recovery. This creates two serious problems: it is difficult 

to isolate the effects of minimum wages from the much larger effects of COVID; and data on 

Age 2020 2021 2022 2023 2024 2025 2026 

16 4% 0% –4% 2% 18% 13% 3% 

17 4% 0% –4% 2% 18% 13% 3% 

18 4% 0% –4% 2% 12% 12% 6% 

19 4% 0% –4% 2% 12% 12% 6% 

20 4% 0% –4% 2% 12% 12% 6% 

21 6% 0% 2% 3% 9% 3% 2% 

22 6% 0% 2% 3% 9% 3% 2% 

23 6% 7% –1% 2% 7% 3% 2% 

24 6% 7% –1% 2% 7% 3% 2% 

25+ 5% 0% –1% 2% 7% 3% 2% 
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wages from this period are potentially unreliable, given the fall in sample sizes in the Annual 

Survey of Hours and Earnings (ASHE). We therefore adopt two different approaches to assess 

the effect of minimum wage increases.  

For the 2021 minimum wage increase for 23- and 24-year-olds and the 2022 increase for 21- and 

22-year-olds, we consider whether employment trajectories for age groups that experienced a 

large minimum wage increase were more negative than those for adjacent age groups. If trends 

diverge following these changes, this may suggest an effect of minimum wages on employment. 

However, this approach may not pick up effects if employers are forward-looking – and reduce 

employment of 20-year-olds, for example, knowing that they will have to pay a higher minimum 

wage when the worker turns 21 – or if there are other age-specific shocks affecting employment 

at different ages.  

The 2024 and 2025 minimum wage increases are sufficiently far from the pandemic to enable a 

more robust econometric approach similar to those often adopted in the economics research 

literature to estimate the effects of minimum wages. In particular, we consider whether 

employment has fallen more in NUTS2 regions that are more exposed to the minimum wage, 

comparing workers of the same age. One benefit of this approach is that it mitigates against 

confounding effects of the employer NICs reforms in 2025, which primarily only directly affect 

employees aged 21 and over. In addition, we are able to control for other possible drivers of 

differential employment by exposure to the minimum wage, such as industry or regional trends.  

However, there remain significant challenges with this approach. Estimating exposure to the 

minimum wage by age and region requires information on wages from ASHE, which is quite 

noisy when looking at workers of a specific year of age in a specific NUTS2 region. The absence 

of large-scale microdata on the number of employees with different wages means that we cannot 

focus on employment changes at the bottom of the wage distribution, where workers are likely 

to be affected by the minimum wage. These issues limit the precision with which it is possible to 

estimate the effects of minimum wages on employment. That said, our use of administrative 

payroll data to estimate local employment rates is in some ways an improvement on previous 

methods to estimate minimum wage effects in the UK, which typically rely on survey data. 

Adjacent age groups that face different increases in minimum wages 

in 2021 and 2022 do not see divergent employment trends 

The National Living Wage was extended to 23- and 24-year-olds in 2021 and to 21- and 22-

year-olds in 2024. This meant that 23-year-olds saw a much bigger increase in their age-specific 

minimum wage than 22-year-olds in 2021 (7% in real terms compared with 0%). In anticipation 

of the extension of the NLW to 21-year-olds, 21-year-olds saw a much bigger increase than 20-

year-olds in 2022 (2% compared with –4%). 
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Figure 13 plots employment rates for these two sets of adjacent age groups, to see whether their 

employment trends diverged after the change in minimum wages. Panel A shows that trends in 

employment rates for 23-year-olds tracked those for 22-year-olds both before and after the 

minimum wage increase in 2021. In Panel B, we do see the employment rate for 21-year-olds 

falling and converging to the rate for 20-year-olds; however, this convergence only happens a 

full year after the minimum wage increase in 2022. There is also no evidence of divergence 

following the differential minimum wage increases in 2024 and 2025, although we examine 

these increases more robustly in our econometric analysis below.  

Figure 13. Employment rates by single year of age, January 2018 to December 2025 

Panel A. 22-year-olds and 23-year-olds 

 

Panel B. 20-year-olds and 21-year-olds 

 

Note: Seasonally adjusted. 

Source: FOI PAYE statistics and population estimates and projections. 

  

50%

55%

60%

65%

70%

75%

80%

J
a
n
-1

8

A
p
r-

1
8

J
u
l-
1

8

O
c
t-

1
8

J
a
n
-1

9

A
p
r-

1
9

J
u
l-
1

9

O
c
t-

1
9

J
a
n
-2

0

A
p
r-

2
0

J
u
l-
2

0

O
c
t-

2
0

J
a
n
-2

1

A
p
r-

2
1

J
u
l-
2

1

O
c
t-

2
1

J
a
n
-2

2

A
p
r-

2
2

J
u
l-
2

2

O
c
t-

2
2

J
a
n
-2

3

A
p
r-

2
3

J
u
l-
2

3

O
c
t-

2
3

J
a
n
-2

4

A
p
r-

2
4

J
u
l-
2

4

O
c
t-

2
4

J
a
n
-2

5

A
p
r-

2
5

J
u
l-
2

5

O
c
t-

2
5

Real increase in minimum wage: 
7% for 23s vs 0% for 22s 7% for 23s vs 9% for 22s

40%

45%

50%

55%

60%

65%

70%

J
a
n
-1

8

A
p
r-

1
8

J
u
l-
1

8

O
c
t-

1
8

J
a
n
-1

9

A
p
r-

1
9

J
u
l-
1

9

O
c
t-

1
9

J
a
n
-2

0

A
p
r-

2
0

J
u
l-
2

0

O
c
t-

2
0

J
a
n
-2

1

A
p
r-

2
1

J
u
l-
2

1

O
c
t-

2
1

J
a
n
-2

2

A
p
r-

2
2

J
u
l-
2

2

O
c
t-

2
2

J
a
n
-2

3

A
p
r-

2
3

J
u
l-
2

3

O
c
t-

2
3

J
a
n
-2

4

A
p
r-

2
4

J
u
l-
2

4

O
c
t-

2
4

J
a
n
-2

5

A
p
r-

2
5

J
u
l-
2

5

O
c
t-

2
5

9% for 21s
12% for 20s

3%
for 21s

12% 
for 20s

Real increase in minimum wage: 
2% for 21s vs –4% for 20s



Why has the NEET rate risen? Understanding trends and drivers using administrative 
data 
 

© The Institute for Fiscal Studies, May 2026  

28 

However, it is still possible that these minimum wage changes have had a negative employment 

effect, just not at the level of individual ages. For example, if the minimum wage goes up for 21-

year-olds but not for 20-year-olds, firms may also hold back on hiring 20-year-olds, knowing 

that the higher minimum wage rate will bite the following year. In this case, employment trends 

for 20- and 21-year-olds may not diverge, even though both are negatively affected. In our 

econometric analysis, we therefore use variation in the exposure to the minimum wage across 

regions, within a single year of age, rather than variation across age groups.  

Did youth employment fall more in region–age groups that were 

more exposed to the 2024 minimum wage rises? 

To home in on the large minimum wage rises in 2024, we start by examining whether youth 

employment fell by more in region-and-age groups that were more exposed to the minimum 

wage. We group 16- and 17-year-olds and some NUTS2 regions due to small sample sizes.12 We 

measure this exposure using the change in the ‘Kaitz index’ resulting from the 2024 minimum 

wage reforms. The Kaitz index for 2024 is defined as the 2024 minimum wage (for each single 

year of age) divided by the median wage in 2023 for a given region–age pair. We compare this 

with the counterfactual Kaitz index that would have resulted had all minimum wages been 

uprated with inflation. The advantage of this measure is that median wages are relatively well 

measured, but the disadvantage is that it does not use information on the wage distribution closer 

to the minimum wage. The weighted average Kaitz index in 2024 was 0.855, with some above 1, 

suggesting that a large fraction of young workers are paid at or just above the minimum wage. 

The average change in Kaitz resulting from the reform was 0.084. Figure 14 plots the change in 

Kaitz for each region–age pair against the percentage point change in the employment rate from 

2024Q1. When looking within age groups that saw similar changes in Kaitz, there is no evidence 

that larger changes in Kaitz are associated with larger falls in employment. If anything, the 

relationship goes the other way, although the relationship is weak in each case (R2 < 0.05). 

However, it is possible that highly exposed region–age groups were previously on a more 

positive employment trajectory than less exposed groups and that, in the absence of the 

minimum wage increases, employment rates in these groups would have been even higher. 

Another possibility is that other confounding variables – for example, anticipation of the rise in 

employer NICs – obscure the relationship between minimum wages and employment. We 

explore both of these possibilities by conducting a more formal analysis which tracks region–age 

pairs over time.  

 

12  We amalgamate Cumbria and Lancashire; Cornwall and Devon; East Yorkshire and Lincolnshire; North Eastern 

Scotland and Eastern Scotland; East Inner London and West Inner London; East and Northeast Outer London, 

South Outer London and West and Northwest Outer London; and Highlands and Islands, West Central Scotland 

and Southern Scotland.  
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Figure 14. Relationship between the bite of 2024 minimum wage and the change in 
employment rate from 2024Q1 to 2025Q1 

 

Note: Points are NUTS2 region x age cells. Some NUTS2 regions are grouped due to small sample sizes 

in ASHE data (see footnote 12 for details). Ages 16 and 17 are grouped. 

Source: ASHE and FOI PAYE statistics and population estimates and projections. 

We estimate the impact of the 2024 minimum wage increases on youth employment by using a 

‘difference-in-differences’ approach at the region–age level, for young people aged 16–24. 

Intuitively, our approach compares how employment rates change for high-bite groups relative 

to low-bite groups. It relies on the assumption that in the absence of minimum wage changes, 

youth employment rates in high- and low-paid regions would have evolved in the same way. 

Whilst we cannot observe this directly, we can see whether there is any evidence of divergence 

in trends prior to the minimum wage reform. Box 2 explains our methodology in more detail.  

Box 2. Empirical specification 

Formally, we run an event study regression with the following specification:  

𝐸𝑀𝑃𝑎𝑟𝑡 = ∑ 𝛽𝑖
𝑖≠2024𝑄1

(𝑀𝑊𝑎𝑟2024 × 𝟙{𝑡 = 𝑖}) + 𝛼𝑎𝑟 +  𝜆𝑎𝑡 + 𝜒𝑎𝑟𝑡 + 𝜀𝑎𝑟𝑡   

where 𝐸𝑀𝑃 is the PAYE employment rate (on a 0–100 scale); 𝑀𝑊𝑎𝑟2024 is the change in Kaitz index for 

the age–region pair in 2024; 𝛼𝑎𝑟  are fixed effects for single year of age 𝑎 in NUTS2 region 𝑟; and 𝜆𝑎𝑡 are 

age-specific quarter-year fixed effects. 𝜒𝑎𝑟𝑡  are additional controls which are not included in the primary 

specification but appear in our robustness checks. 

-6

-4

-2

0

2

4

6

0.00 0.05 0.10 0.15 0.20

C
h
a
n
g
e
 i
n
 e

m
p
lo

ym
e
n
t 

ra
te

,
p
e
rc

e
n
ta

g
e
 p

o
in

ts

Increase in Kaitz index resulting from the 2024 minimum wage reform

16–17

18–22

23–24



Why has the NEET rate risen? Understanding trends and drivers using administrative 
data 
 

© The Institute for Fiscal Studies, May 2026  

30 

We weight our regressions by population and we cluster standard errors at the region level across all 

specifications. The coefficient of interest is 𝛽, which is estimated separately in each period and represents 

the total effect of the reform to date.  

We report effects up to 2025Q1, before the further minimum wage increases of April 2025, and 

up to the latest data in 2025Q4. The change in the Kaitz index following the 2025 minimum 

wage changes across region–age groups is highly correlated with the change in the Kaitz index 

following the 2024 minimum wage changes. Therefore, from 2025Q2 onwards, results should be 

interpreted as capturing any lagged effects of the 2024 reforms, alongside any effects of the 2025 

reforms. 

April 2025 also saw reforms to employer NICs for workers aged 21 and over (16- to 20-year-

olds only face employer NICs on incomes above £50,270, so almost all were unaffected). These 

reforms disproportionately raised employer costs for low-paid workers, so exposure to the NICs 

rise is likely to be highly correlated with exposure to the minimum wage for 21- to 24-year-olds. 

We cannot fully separate the effect of the NICs rise from that of minimum wage increases. 

However, we control for age-specific time effects to deal with any effects of NICs on specific 

ages which could confound effects of the minimum wage. We therefore estimate the effect using 

variation in the bite of the minimum wage across regions within single-year-of-age groups. We 

also separately estimate employment effects just for 16- to 20-year-olds, who were largely not 

directly affected by reforms to employer NICs.  

Figure 15 plots the results of our baseline event study. If minimum wage changes have had a 

negative effect on employment, we would expect our estimates to be below zero after the 

reform. There are some differential trends between 2022Q4 and 2023Q2, with lower-paid areas 

experiencing faster employment growth than higher-paid areas, which may reflect them catching 

up during the post-pandemic jobs boom. However, the trend levels off by 2023Q3 and there are 

no differential trends in the three or four quarters prior to the reform (the estimates are close to 

zero).  

The estimates in Figure 15 represent the percentage point change in the employment rate 

associated with a one unit increase in the Kaitz index. To aid interpretation, we convert estimates 

into the employment effect induced by the minimum wage increases in 2024, relative to a 

counterfactual in which age-specific minimum wages in 2023 were uprated with inflation, by 

multiplying 𝛽 by the average change in the Kaitz index.  

These estimates are shown in Table 3. We present two sets of estimates: effects up to 2025Q1 

(‘2024 only’) and up to the latest data in 2025Q4 (‘Up to 2025’). The former captures the effect 

of the 2024 minimum wages before further minimum wage increases in 2025 and NICs reforms. 

The latter captures the overall effect of the 2024 and 2025 minimum wage changes, alongside 
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any correlated effects of the employer NICs increase. In both cases, our baseline estimates are 

slightly positive but not significantly different from zero. This is consistent with what we saw in 

the scatter plot (Figure 14). However – as discussed shortly – the confidence intervals are quite 

wide. 

Figure 15. Estimated impact of minimum wage increases on employment: 16- to 24-year-olds 

 

Note: Error bars show 95% confidence intervals. Each point represents coefficient on interaction between 

the change in the Kaitz index in 2024 and a quarter dummy. Includes time, age–region and age–time fixed 

effects.  

Source: ASHE, FOI PAYE statistics and population estimates and projections. 

Table 3. Estimates of the percentage point effect of minimum wage reforms on the 16–24 
employment rate 

Specification Reform years  Central estimate 95% confidence interval 

Baseline 2024 only  0.79 [–0.81, 2.40] 

Up to 2025 1.39 [–1.44, 4.21] 

Region × time effects 2024 only 0.11 [–2.54, 2.75] 

Up to 2025 0.32 [–1.46, 3.77] 

Industry × time effects 2024 only –0.78 [–3.09, 1.54] 

Up to 2025 0.02 [–2.99, 2.23] 

Note: Estimates refer to the change in employment rates associated with the average change in the Kaitz 

index resulting from the 2024 minimum wage reforms. This is calculated by multiplying 𝛽 from Box 2 by the 

average change in the Kaitz index.  

Source: ASHE, FOI PAYE statistics, the Business Register and Employment Survey and population 

estimates and projections. 
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To test robustness, we further add controls for other confounding factors that could be correlated 

with the change in the Kaitz index in different regions. First, we add region-specific time effects, 

which control for region-specific shocks at the NUTS1 level. Second, we add time effects that 

vary based on the industrial structure13 of the NUTS2 region in 2023, which control for 

differential industry-specific employment trends. Estimates from these specifications are also 

presented in Table 3.  

None of the estimates offered by the robustness checks is significantly different from those 

offered by the baseline specification: our central estimate in five of the six cases implies a 

positive impact on employment; and even in the other case, which does show a negative effect, it 

would only explain a minority of the decline in youth employment over the period. However, the 

degree of uncertainty is large – these results are not inconsistent with the minimum wage having 

a meaningful effect on employment rates in either direction. For three of the estimates, the 95% 

confidence interval includes the entire fall in youth employment seen over the relevant period 

since 2024Q1 (1.7 percentage points in 2024 and 2.3 percentage points up to 2025).  

Figure 16. Estimated impact of minimum wage increases on employment: 16- to 20-year-olds 

 

Note: Error bars show 95% confidence intervals. Each point represents coefficient on interaction between 

the change in the Kaitz index in 2024 and a quarter dummy. Includes time, age–region and age–time fixed 

effects.  

Source: ASHE, FOI PAYE statistics and population estimates and projections. 

 

13  We specifically control for the shares of workers employed in wholesale and retail trade, accommodation and food 

services, human health and social work, and professional, scientific and technical activities, which show strong 

trends in employment rates in the years leading up to 2024.  
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Table 4. Estimates of the percentage point effect of minimum wage reforms on the 
employment rate, by age group 

Age group Reform years  Central estimate 95% confidence interval 

16–24 2024 only  0.79 [–0.81, 2.40] 

Up to 2025 1.39 [–1.44, 4.21] 

16–20  2024 only  0.18 [–1.97, 2.33] 

Up to 2025 0.98 [–1.18, 3.13] 

Note: Estimates refer to the change in employment rates associated with the average change in the Kaitz 

index resulting from the 2024 minimum wage reforms. This is calculated by multiplying 𝛽 from Box 2 by the 

average change in the Kaitz index.  

Source: ASHE, FOI PAYE statistics and population estimates and projections. 

We further consider whether we see different results for 16- to 20-year-olds. This group saw the 

largest minimum wage rises but was largely unaffected by NICs reforms, and 16- and 17-year-

olds have seen the most dramatic fall in employment over this period. Figure 16 plots the event 

study for this group. Again, there is some evidence of employment in lower-paid areas catching 

up with higher-paid areas in the earliest periods. However, these trends again seem to level off 

prior to the reform.  

Estimates of employment effects for 16- to 20-year-olds compared with the entire sample are 

presented in Table 4. All estimates are statistically indistinguishable from zero but remain 

imprecise.  

Summary 

The results presented here do not offer clear evidence that minimum wages have been a major 

driver in rising NEET rates, and taken as a whole they suggest that it is likely that other factors 

are at least playing a role. At the same time, the uncertainty associated with these estimates 

means we cannot confidently say one way or the other whether rising minimum wages have had 

a meaningful impact on NEETs.  
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5. Discussion 

The share of young people who are not in education, employment or training (NEET) has risen 

in recent years. Administrative data on payrolled employment and out-of-work benefit claims 

also point to a meaningful decline in youth labour market participation. Payrolled employment 

rates for 16- to 24-year-olds fell 4.3 percentage points in the three years to December 2025, 

equivalent to 330,000 workers. For 22- to 24-year-olds – the substantial majority of whom have 

finished their studies – employment rates have fallen by 4.8 percentage points since 2022. This 

does not appear to be entirely driven by a cyclical labour market downturn – that is, it appears to 

at least partly reflect changes in the labour market that specifically affect young people. Possible 

factors that have been widely discussed in the media and elsewhere include rising youth 

minimum wages, increases in employer National Insurance contributions (NICs), AI and 

deteriorating health among young people. 

We do not find clear evidence of divergent trends between age groups facing very different 

minimum wage increases, and places that were more exposed to minimum wage rises in 2024 

and 2025 have not experienced more negative employment trends. At the same time, the data 

available mean that these estimates are imprecise, and do not allow us to confidently say one 

way or the other whether minimum wages have had a sizeable effect on employment. Taken as a 

whole, however, the evidence does suggest that other factors are at least playing a role. 

On the face of it, the large falls in payrolled employment for older youths (especially 22- to 24-

year-olds), compared with much smaller falls for 19- and 20-year-olds, could be consistent with 

employer NICs having a direct effect, since those under 21 are largely exempt from employer 

NICs. However, the employment falls began two years before the announcement of the NICs 

increase, suggesting that this reform cannot be the whole story.  

The fall in payrolled employment for older youths is also consistent with an AI-induced decline 

in graduate jobs. However, when we compare graduates and non-graduates in the Labour Force 

Survey, we do not find that the current downturn has had a disproportionate impact on graduates. 

The difference between NEET rates for recent graduate and non-graduate entrants into the 

labour market is in line with historical norms. That said, this does not rule out the possibility of 

AI affecting graduate and non-graduate jobs equally, or different factors having offsetting 

effects. 

One factor we have not studied here is the role of declining health, and potentially its interaction 

with the benefit system, which draws a sharp distinction between those who are able and unable 
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to work in terms of benefit generosity, work search requirements and employment support. 

Recent studies have pointed to a rise in self-reported health problems – in particular, mental 

health conditions – that coincides with the rise in youth inactivity (Clegg et al., 2026). In future 

work, we will explore the relationship between mental health and NEET status using cohort 

studies and use newly available administrative data to study young people’s employment 

transitions.  
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Appendix 

Figure A1. Share of 16- to 24-year-olds in employment, not seasonally adjusted 

 

Note: Not seasonally adjusted. LFS series shows three-month averages. PAYE series does not include the 

self-employed. 

Source: ONS LFS series YCVC, FOI PAYE statistics and population estimates and projections. 

Figure A2. Share of 18- to 24-year-olds in receipt of different benefits 

 

Source: DWP Stat-Xplore. 
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Figure A3. Change in NEET rate by age, 2022 to 2025 

 

Note: Error bars represent 95% confidence intervals. Averages across all quarters in a year. 

Source: Authors’ analysis of LFS. 

Figure A4. Change in 18–24 NEET rate by region, 2022 to 2025 

 

Note: Error bars represent 95% confidence intervals. Averages across all quarters in a year. 

Source: Authors’ analysis of LFS. 
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Figure A5. Change in PAYE employment rate compared with January 2022, 21- to 24-year-
olds 

 

Note: Shows seasonally-adjusted three-month running averages. 

Source: FOI PAYE statistics and population estimates and projections. 

Figure A6. Relationship between NEET rates and adult PAYE employment, 2014–25 

 

Source: PAYE Real Time Information and LFS. 
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