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Unemploymentin Egypt ... Causes and Challenges

FIRST EDITION FOREWORD

Unemployment is a global phenomenon that is common to both
developed and developing countries. The size and magnitude of the
problem varies, however, from one country to another. For developing
countries, unemployment is a problem induced by rapid population growth
that causes imbalances between the supply of labor force seeking a decent
job opportunity that generates proper income, on the one hand; and the
economic capabilities and capacities of these developing countries needed to
generate job opportunities on the other. There is a positive association
between population growth in developing countries and the growing number
of unemployed youth.

Today Egypt, as other developing countries, suffers from
unemployment due, in part, to improper management of natural resources
and lack of economic capacities needed to generate jobs for new graduates
joining the labor force each year. This has caused serious social and
economic situations that pressured decision-makers to work hard on finding
appropriate solutions to mitigate this problem.

Among the mandates of CDC is to examine the unemployment
problem in Egypt by shedding light on the causes and consequences to
provide decision-makers with appropriate applicable recommendations. We
hope these recommendations are of use in easing the intensity of the
predicament.

It is my pleasure to introduce this study. I would like to
acknowledge the effort that the CDC researchers have done in producing
this study. I also wish to thank those who provided assistance in producing
this report. I hope this study is of use to those interested in addressing the
unemployment problem in Egypt.

Prof. Hesham Makhlouf

CDC Director
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SECOND EDITION FOREWORD

The unemployment problem is still one of the largest problems
facing the Egyptian society because of its diverse economic, social, political
and security impacts. Causes of unemployment are many and profound. The
main causes are related to demographic factors such as rapid population
growth and moderate characteristics of population. Other causes of the
problem are due to the present economic strains, insufficient investment and
failure of the market to absorb new graduates joining the labor force. The
education system plays also a crucial role in intensifying the problem
through graduating students with moderate levels of efficiency and skills
that are not needed in the market.

Although the government has spared no effort in tackling the
unemployment problem through providing programs for creating
employment opportunities for new graduates, the unemployment rate is still
around 9 percent of the total labor force.

CDC issued the study of “Unemployment in Egypt, Causes and
Challenges” as one of the series of “Papers on the Demography of Egypt” in
July 2002. The study included several recommendations for overcoming the
unemployment problem and was dispatched to the concerned institutions.

As the first edition of the study is out of print, CDC is issuing this
edition in response to the needs of researchers and those who are concerned
with the problem. The present edition includes updated aspects about the
unemployment situation and the recommendations of the study which the
government adopted and has already taken actions.

We hope this study is of further use to those specialists and
researchers who are interested in addressing the unemployment problem in

Egypt.
Prof. Hesham Makhlouf

CDC Director
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SUMMARY AND RECOMMENDATIONS

SUMMARY:

Unemployment is a common problem in many countries. To a
certain extent, unemployment is a global phenomenon. However, the
magnitude, intensity and facets of the problem vary from one country to
another.

According to the findings and results of the Labor Force Survey
conducted in 2000, Egypt unemployment rate was estimated at 9 percent,
which is considered high since it exceeded the normal unemployment rate
of 4 percent. Unemployment in Egypt is the result of several causes, the
most important of which are: (a) shifting from a planned economy to a
free market system; (b) the Economic Reform and Structural Adjustment
Program (ERSAP) which called for privatizing state-owned
establishments and controlling government spending, thus laying off a
considerable number of workers and limiting the number of newly hired
public employees; (¢) high population growth, and the labor force growth
as a result of young individuals joining the labor force that reach about
half a million people per annum; (d) the global economic conditions,
insufficient return of investments for exports and the absorptive capacity
of the Egyptian economy, causing market failure and inability to provide
sufficient job opportunities to meet the annual increase in labor force, (e)
the economic hardship that countries of the region share has led to
declining the number of Egyptian workers employed in other Arab
countries.

The majority of the unemployed individuals are graduates of
universities and technical secondary schools. The graduates of institutes
that train clerks, secretaries and so forth for two years after obtaining a
high school diploma represent the largest proportion of unemployed
individuals. Unemployment is common among young graduates, where
about 91 percent of the unemployed are 30 years old or Iless.
Geographically, the highest unemployment rate is found in the
Governorate of Aswan followed by Kafr-El-Sheikh and Qena. The
unemployed individuals represent about 24.6, 13.2 and 12 percent of the
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active labor force in these Governorates, respectively. Yet, in the
Governorates of Faiyum, Alexandria and Beni-Suwayf unemployment
rate does not exceed 5 percent. Unemployment is higher among females
than among males; and also higher in urban than in rural areas.

The Government is doing its best to solve the unemployment
problem. However, the solution is neither simple, nor it is the sole
responsibility of the Government. The private sector and other Non-
Profit Organizations also share the responsibility. Several challenges and
difficulties obstruct efforts to overcome the unemployment problem.
Challenges include the accelerated annual growth of the labor force
without generating job opportunities; the inferior quality of young
graduates who are seeking their first employment; the distortions in the
education system that graduates individuals whom the market does not
demand; and the slow performance of the Egyptian economy, which lacks
investments, limited capacity to export, and the current global recession.

The Government has lately put forth five employment programs to
provide approximately 800 thousand job opportunities each year:

I- Hiring new young employees in the Government and the public
sector,

2- Establishing information centers in villages and districts, thus
availing new job opportunities,

3-  Providing loans to productive and handicraft projects,

4-  Articulating action plans and schemes to develop villages and
districts, and

5-  Extending vocational training and other sorts of schooling to the
youth to build their capacities to be able to effectively participate
in the labor market.

Hiring unemployed youth in governmental agencies and the public
sector in response to social pressure and the exacerbation of the
unemployment problem. In fact, this solution means that young people
are transferred from complete unemployment, to disguised
unemployment. Although this is a temporary solution to provide work for
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the unemployed young people, it has negative effects, such as inflated
bureaucracy.

A solution to the unemployment problem has to focus on

increasing means to boost economic growth. Extending support to labor
intensive production technologies might be the answer.

RECOMMENDATIONS:

The following recommendations may help policy and decision—

makers in confronting the unemployment problem:

1-

Creating a friendly business environment to attract investments,
whether local, Arab, or foreign, by simplifying procedures for
capital inflow to the country to generate the largest possible number
of job opportunities. This is possible through a system of
investment incentives and guarantees for new projects that generate
job opportunities.

Expanding labor-intensive production techniques to generate a large
number of job opportunities in various productive sectors,
particularly agriculture and land reclamation.

Increasing Egyptian exports by giving the utmost concern to
product quality, working out the proper marketing plans abroad, and
energizing the commercial attaché offices of the Egyptian
embassies .

Exploring employment opportunities in foreign labor markets to
assess the depth of demand for Egyptian workers and professionals,
especially in Africa and West Europe, and activating the role of the
labor attaches in that respect.

Restricting employment in government agencies to the actual needs
to avoid adverse impact on the performance of the Government, and

" Besides, the Ministry of Foreign Trade prepared a strategy to develop Egyptian experts.
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preventing negative results of multitudes of state civil servants, and
consequently aggravating the disguised unemployment problem.

6- Reforming the education system by improving the teaching methods
in a way that develops the students’ innovative and research
capabilities, and by also relating educational policies to actual needs
of the labor market.

7- Intensifying the role of the University of Workers in the area of
transformational training by making use of its resources throughout
the Governorates of Egypt. Training programs of this university
have to be properly adjusted and should be distinguished from other
universities and institutes.

8- Intensifying efforts in the field of transformational training by
establishing training centers, and supporting and developing the
existing centers to fulfill the needs of the labor market .

9- Seriously considering top-level training for young people so as to
acquire various skills that qualify them to be employed in highly
skilled jobs.

10- Simplifying procedures for granting loans as well as providing
technical assistance and support, needed to select, set up and
manage small businesses or industrial enterprises .

11- Giving importance to developing the computer programming
industry by encouraging suitable young graduates to get involved,
and providing them with the necessary training opportunities**.

12- Establishing an information system for the labor force to monitor
unemployment and its various features, as well as the seasonal

™ The Capacity of Transformational Training centers was increased to 300,000
opportunities from the year 2003.
The draft law of small projects was drawn up in order to solve the problems they
might comfort through streamlining the relation between beneficiaries and granting
agencies.

™ Initiation of the “Intelligent Village” project of the Ministry of Communications as a
basis for developing computer programming industry in Egypt together with the
implementation of an ambitious plan to qualify 25000 graduates annually in
computer programming.
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13-

14-

15-

16-

changes in available job opportunities, both at the national and local
levels.

Establishing the National Agency for Employment as was suggested
in the National Program to confront the unemployment problem.
One of the main tasks of this agency is to develop employment
strategies, policies and programs; and initiate mechanisms of
eradicating imbalances between supply and demand in the labor

koo

market

Emphasizing the importance of the issue of compensating the
unemployment persons. In this respect, the social insurance Law
79/1975 should be enforced, especially in terms of easing and
expediting procedures of payment compensations. The issuance of
Law 156/2002 for establishing a fund for emergency subsidies for
the unemployed workers following a total or partial termination of
the activity of the establishment is a step in the right direction. The
issue of granting subsidies for unemployed persons who never
worked before need to be considered.

Encouraging new graduates to start new businesses and urging them
to turn to private enterprises instead of waiting for government
employment.

It is necessary that the National Population Policy be updated. In
this respect, the roles of ministries, public organizations, local
councils and civil authorities concerned with the population
problem should be activated. Co-ordination of the activities of these
institutions ought to be harmonized to achieve the ultimate goal of
bringing down the rate of population and labor force growth.

™ In January 2003, the Cabinet of Ministers approved the establishment of a national
agency (entity) to supervise unconventionally youth employment programs.

" Population policy in Egypt has been updated. The Ministry of Health and Population
issued the Strategic Population Plan (2002 — 2017), which is distinguished by setting
a mechanism for implementing the population policy objectives.






