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The kids are not alright
Egypt Has Invested in its Youth. A Vibrant Private Sector is Needed
to Reap the Rewards

Labor market outcomes at age 20 for secondary graduates

100,

60

40

20+

1955-1959 1960-1964 1965-1969 1970-1974 1975-1979 1980-1984 1985-1989
I Formal private I Public Informal private & farm [ Unemployed

Female labor force participation at age 20 and 24
0.8

0.6
0.4

0.2

0_
1955-1959 1960-1964 1965-1969 1970-1974 1975-1979 1980-1984 1985-1989

— Age 20, secondary graduates — Age 24, post-secondary graduates

Problem Analysis

There is widespread sentiment in Egypt that young Egyp- e These declines come despite rapid increases in educa-
tians are having trouble in the labor market; according to tional attainment among both young men and young
22009 Gallup poll, 60 percent of Egyptians felt that a lack women. Two-thirds of Egyptians age 30—34 have gradu-
of good jobs was the main obstacle facing today’s youth. ated from secondary school compared to barely a quar-
Indeed, recent cohorts of educated young Egyptians ex- ter of Egyptians aged 60—64.

perience significant disadvantages relative to their parents * The bias that young Egyptians face comes from their
generation upon entering the labor market. Egyptians with exclusion from formal sector employment. Even though
secondary education born between 1960 and 1964 had a youth unemployment is lower today than it was 14 years
29 percent formal employment rate at age 20, while those ago, young Egyptians today are much less likely to have
born between 1980 and 1984 only had a 13 percent formal a formal sector job than their counterparts over the last
employment rate. 30 years. The decline in new public sector hiring and



Probability of formal private sector job at age 29
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the slow growth of the formal private mean that each labor market benefits for young Egyptians. To the extent

successive generation of Egyptians has faced increasing that lack of information on both sides of the labor mar-

bias in the labor market. ket inhibits the school-to-work transition, facilitated job

*  Men and women have responded to these declining la- search and counselling programs may be useful. These

bor market opportunities in different ways. Young men can be combined with interventions that promote on-

have resigned themselves to lower quality jobs while the-job skill acquisition through internships and private

young women are quietly exiting the labor force. sector designed training. Examples include an ongoing

IADB project in Bolivia that provides high quality labor

Solutions mediation services at employment offices with a short-

Significant structural reforms that significantly expand the

pool of private sector jobs are a pre-requisite for sustained

improvements in employment. In the short-run, some exist-

ing supply-side constraints can be eased.

Targeted public works that expand health and educa-
tion infrastructure in peripheral Egypt will have dual
benefits.

In the areas that need it the most, well-designed pub-
lic works programs can go a long towards providing
much-needed infrastructure, services, and immedi-
ate jobs. These labor-intensive programs will be much
more effective in the peripheral areas of Egypt, which
have worse health and education infrastructure and a
less educated labor force. In addition, this new infra-
structure will need to be manned by a qualified set of
staff—trained doctors, nurses, and teachers—which will
generate jobs for young, educated people and especially
for young women.

Il. Active labor market policies to connect firms and job

seekers will facilitate the transition from school to
work.

Private sector firms have shown a willingness to hire
qualified young workers and exhibit none of the gen-
erational bias of public sector hiring. Expanding private
sector-led job creation should therefore yield outsized

term, on-the-job training and placement program.
Short-term incentives for firms to hire fresh graduates in
the form of wage subsidies or tax breaks, like the Jordan
New work Opportunities for Women pilot, can provide
temporary respite. Subsidizing labor costs for formal
firms in the short term through direct wage refunds,
credits on social security contributions, or lower labor/
payroll taxes can also encourage firms to expand hiring
and extend formality to workers. The effective distance
between people and jobs can be bridged by facilitating
migration. An experiment in Bangladesh provided in-
centive grants and information for households to send
a migrant to another region and found that the former
increased migration and employment.

For references and detailed analysis and policy recommen-
dations, refer to chapters 2 through 7 of the 2014 World
Bank Labor Market Report: “More Jobs, Better Jobs: A Prior-

ity for Egypt”.
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