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Unemployment situation in the MENA region

Source: World Economic Forum (2012)

3

IR
L
IT
A
LT
U
LU
X
LV
A
M
LT
N
LD
P
O
L
P
R
T
R
O
U
S
V
K
S
V
N
S
W
E

FI
N
FR
A
G
B
R
G
R
C
H
R
V
H
U
N

E
L
G
R
C
Y
P
C
ZE
D
E
U
D
N
K
E
S
P
E
S
T
B

B

A

U

T

0

5

10

15

20

25

Unemployment situation in EU 28 (2015)

Source: own elaboration using ILOs’ data. ISO 3-digit country codes are used to identify the countries. AUT: Austria, BEL: Belgium, BGR:
Bulgaria, CYP: Cyprus, CZE: Czech Republic, DEU: Germany, DNK: Denmark, ESP: Spain, FIN: Finland, FRA: France, GBR: United
Kingdom, GRC: Greece, HRV: Croatia, HUN: Hungary, IRL: Ireland, ITA: Italy, LTU: Lithuania, LUX: Luxembourg, LVA: Latvia, MLT; Malta,
NLD: Netherlands, POL: Poland, PRT: Portugal, ROU: Romania, SVK: Slovak Republic, SVN: Slovenia, SWE: Sweden.
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Unemployment situation in South Med (2015)

Source: own elaboration using ILOs’ data. ISO 3-digit country codes are used to identify the countries.
ALB: Albania, BIH: Bosnia and Herzegovina, DZA: Algeria, EGY: Egypt, ISR: Israel, JOR: Jordan, LBN: Lebanon, LBY: Libya, MAR: Morocco,
MNE: Montenegro, MRT: Mauritania, PSE: Palestine, SYR: Syria, TUN: Tunisia.
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Key issues (1)
• High unemployment rates among the youth have important economic
and social consequences:
• On the one hand, labour market conditions is one of the most relevant
pull factors to explain migration flows from countries to others with better
labour prospects.
ØImmigration among youth is increasing and the destination areas are
also changing from traditional ones and not only addressing EU
countries as the main destination (United Nations, 2016).
• On the other hand, the high unemployment rates are also discouraging
youth to participate in the labour market (European Training Foundation,
2015b).
ØNEET (Not in Employment, Education or Training) rates are also very
high in the region. For instance, and according to latest estimates of the
ILO (2014), the NEET rate for the age group 15-24 in Algeria is 23%, in
Egypt is 28%, Israel 16% and 25% in Jordan and Tunisia, while in the
European Union is around 12.5%.
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Main destination countries of emigrants

Source: own elaboration from World Bank Bilateral Migration Matrix 2013
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Key issues (2)

• A characterising feature is that education is not a
guarantee against unemployment:
ØData suggest that youth unemployment rate in the region increases
consistently with the level of education attained. In countries such as
Egypt, Jordan or Tunisia, youngsters having completed their tertiary
education have been found two to three times more likely to be
unemployed than those with primary education or less (ILO, 2015).
ØThis contrasts the situation in most developed and developing regions
where unemployment decreases as the level of education rises.
ØThe main reason for these high unemployment rates for more
educated workers is the existence of skill mismatches in labour
markets across the region (Ayadi and El Mehdi, 2013).
ØThere is also an issue with quality of education and to extent it
prepares the students to the labour markets.
ØFurther evidence shows that over-education can explain the skill
mismatch in Tunisia, Jordan and Egypt (EMNES working paper (2018))
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Key issues (3)

• Labour demand remains the prime determinant of how
much and what type of jobs are created – but
constraints are persistent
• First, macroeconomic conditions and the institutional frameworks are

•

•

•

not supportive for business development and job creation, as regularly
highlighted in the World Bank Doing Business reports or by the World
Economic Forum (2016).
Labour market regulations are identified as an important impediment to
employment creation and more broadly a core constraint to business
expansion. The negative effects of a rigid regulatory framework and
the resulting risk-averse behaviours of employers are particularly
severe for first time job seekers.
The high share of the public sector in terms of employment (Behar and
Mok, 2013) and the high presence of informal firms and jobs (OECD,
2009) also represent an important limit to the creation of high quality
jobs and to a higher productivity growth.
The impacts of was dis-industrialisation of the Mediterranean

Key issues (4)
• Labour market policies should not only concentrate on the supply side

•

•

•

but they should be designed as a comprehensive package of
measures involving supply and demand policies and looking for
positive synergies among them. (Union for the Mediterranean ad hoc
work group on job creation (2016))
The main policy objective should be to improve workers’ employability
and to achieve a better match, and to create more and better
opportunities for jobs by means of sustained and inclusive growth on
the demand side.
Governments should continue to increase resources devoted to more
efficient Active Labour Markets Policies (ALMPs), and focus on
vocational and education trainings, orientation, intermediation and
career guidance. These policies should be actively monitored.
Further regional integration and people mobility should also allow new
opportunities of jobs to emerge (Ayadi et al (2017), IEMED-EMNESEMEA study).
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Regional Integration Impact on Youth
Employment
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Regional Integration Impact on Youth
Employment by economic activity
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Regional Integration Impact on Youth
Employment by economic activity

• The regional integration impacts are differentiated by
country, sector and over time (short-run / long run)
• In the short run removing trade barriers will expose sectors that
•

were previously protected into intense competition and jobs will get
lost.
In the long run the adoption of common production procedures, the
removal of non tariff barriers, increasing governance and process
harmonization reduces investment risk and increases output and
employment

• Key measures :
• Timely upgrade of human capital focusing on specific skills/activities
• Reduce Investment risks: Improvement of quality control, good
governance and process harmonization to high standards
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Regional Integration Impact on Youth
Employment by economic activity
• Using a Computable General Equilibrium model:
• Quantified the impact on youth employment creation of deeper regional
•

•

•

integration of Mediterranean countries.
If the regional integration status quo is maintained and countries take
action to reduce public budget deficits, to improve their trade balance
and to upgrade their infrastructure, youth unemployment rate is foreseen
to be reduced from 25.7% in 2015 to 17.6% in 2040 (that amounts the
creation of no less than 4.4 Millions jobs.
This situation is compared with a scenario of deeper regional integration
considering two different layers: gradual abolishment of tariff and nontariff barriers, and process harmonisation among countries and
increased governance.
Under this alternative scenario, there are net additional 570,000 youth
jobs as compared to the shallow integration scenario. This positive
impact is due to an improving in overall economic activity (lowering the
investment risk supports economic growth better than removing tariff
barriers) and a better alignment of skilled labour with capital.

Automation & digital economy impact on
employment
• Artificial intelligence, machine learning, digitalization trends and new
technologies
ØThese changes are impacting the future of work (e.g. types, organization
of works and revenues derived from these works)
ØThese changes are and will question the traditional academic/education
institutions role and the way they organize the curricula and teaching

• There is a skill mismatch trend in the OECD and South med countries – in the

•
•
•
•
•

OECD over 1 in 4 adults report a mismatch between their current skills and
qualifications required and that more than 35% of the skills demanded for jobs
across industries will change by 2020.
OECD shows that 14% of jobs are highly automatable – this is over 66 million
workers that would be affected.
According to McKinsey Global Institute, robots could replace 800 million jobs by
2030.
The risk of automation is the highest among the youth, which is striking and very
worrying
Low skills and physically repetitive, and back office jobs will automated
Digital economy is providing large opportunities (e.g. finance, health, energy….)

Automation & digital economy impact on
employment
• To prepare for 2030, people should be able to think creatively, develop
new products and services, new jobs, new processes and methods, new
ways of thinking and living, new enterprises, new sectors, new business
models and new social models.
• Entrepreneurship, social business, technological parks, clusters..

• Increasingly, innovation springs not from individuals thinking and working
alone, but through co- operation and collaboration with others to draw on
existing knowledge to create new knowledge.
• Role of networks and capacity building

• The constructs that underpin the competency include adaptability,
creativity, curiosity and open-mindedness

• The education/academic institutions must change to adapt
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Recommendation
• The Mediterranean requires a reinforced, accelerated, differentiated
deeper regional integration process with no artificial boundaries using a
multi-dimensional comprehensive and novel infrastructure,
innovation and industrial policy (underlined in a co-development
strategy) and a novel education policy agenda implemented across
several sectors and their nexus: transport, energy and de-carbonization,
water, digital economy, blue economy, sustainable urban development),
and strengthened cooperation on innovation, R&D, education,
employment and young employability programmes, and social agenda
issues (e.g. youth and women empowerment).

• The guiding principles and targets of this new policy for the region will
develop new constructive dynamics, which will boost investment,
regional projects and infrastructure development and will perceive
migration as a driver for economic development not a threat to security.

• This will create a multiplier effect in terms of economic growth and job
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Thank you

Source: own elaboration from World Bank data. Value for Palestine is 96% (not shown in the figure).
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View the Global Trends 2015 report to learn more about those who have been forced to
ﬂee.

Global refugee and displacement phenomenon
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Regional integration & employment creation (1)
• More and better jobs can be generated by improving competition in

•

product markets through deregulation, but also by investing in
infrastructure and adopting smart-specialization strategies that would
bring more benefits from further regional integration.
More coordination between countries in the region through deeper
regional integration can boost employment through different channels:

ØBetter access to markets through the elimination of trade barriers could
create new opportunities for competitive firms that, in turn, would increase
labour demand and contribute to generate new jobs in the region.
ØThe elimination of tariffs on imports could make domestic prices to fall to
lowest region prices. Initially, domestic production falls, but domestic
consumption increases and total imports also increase.
ØLarger markets as a result of regional integration may allow firms to exploit
economies of scale, thus driving down costs and prices to local consumers. It
may also increase the range and variety of products which are available to
consumers. The reduction in tariffs leads to trade creation among the
participants in the liberalised region.
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Regional integration & employment creation (2)
• The effect of the tariff reduction on economic welfare can be
decomposed into three effects:
• the gain to consumers from lower domestic prices,
• the loss of profits to producers and;
• the loss of tariff revenue to the government.

• Under standard assumptions, consumer gain exceeds the producer and
government loss from reducing tariffs and that there is an overall gain in
national welfare as a result of this policy change.

• Similar results are obtained for the case of non-tariff barriers. A part of
trade creation, trade diversion also occurs: imports from a third external
country are now displaced by imports from partners that are now
cheaper in relative terms and, this also contribute to job creation.
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Regional integration & employment creation (3)
• Although the effects of further integration would be positive in the
medium and long run, there could be initial displacement of workers.

• Importing in theory creates more competition that forces domestic firms
to become more efficient or if not to disappear and it also provides better
access to new technologies and transfer of know-how.

• Those firms that ride the wave of continuing transition toward higher
productivity in tradable activities typically pay higher wages to their
workers, and these workers tend to have greater skills and be in less
routine occupations; but low-skilled workers and workers undertaking
routine jobs could be damaged by this situation.

• For this reason, policy efforts should understand the dynamics and be
devoted to minimise the negative effects of this transition.
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Regional integration & employment creation (4)
• If closer integration via competition improves the efficiency with
which factors are combined, it is also likely to induce greater
investment.
• While this additional investment is taking place, countries may
experience a medium-term growth effect.
• If such investment is associated with faster technical progress or
accumulation of human capital, long-run growth rates may also be
improved.
• Infrastructure development could be improved and provide better
access to markets through more efficient transport networks that
could also attract more foreign direct investment that would
reinforce the positive effects on integration on the labour markets.
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Regional Integration

• Regional integration is considered to take place through two
main channels:
I. Trade integration: Creation of free trade areas, abolishment of tariff
II.

barriers and quotas. This layer of integration reduces trade costs
and facilitates growth through the removal of market imperfections.
Regulatory and law integration: Process harmonisation, adoption of
common policies, regulations and measures on key sectors. This
layer of integration essentially leads to reduction of investment risks.

• The performance of the Regional Integration scenario is
evaluated against a reference scenario which provides a
“business as usual” outlook for the macroeconomy, sectoral
value added and the composition of employment over
different sectors and ages.
• Using a Computable General Equilibrium model
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Regional Integration Impact on Youth
Employment
• The impact is differentiated across countries and sectors and over time.
•
•

•

The key insights are:
Early action is required to prepare the human capital with the necessary
skills for an integrated economy
Abolition of trade barriers has diverse effects in the national economies
(depending on the competitiveness of the sectors they may lose or gain
market shares). The impact is larger in countries that already have high
trade barriers
The impact from process harmonization, institutional improvement and
investment de-risking is found to provide the best prospects in terms of
youth employment job creation in the long run. This is mainly due to:
i) the positive impact on overall economic activity (lowering the investment
risk supports economic growth better than removing tariff barriers)
ii) Alignment of skilled labour with capital. Increasing the capital stock allows
the utilization of skilled labour. In certain countries and sectors a key driver
for youth employment is skills mismatching with high unemployment rates in
youngsters with tertiary education)
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