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Evaluation of Labor market Strategies for
Alleviating Unemployment in Kuwait

Belkacem Laabas

Abstract

The state of Kuwait achieved an impressive record in human development thanks to considerable
oil windfalls that were principally used in improving the welfare of the citizens by using public sector
employment to generously distribute part of these windfalls. However this situation created a deep segmented
labor market whereby citizens opted mainly for public sector jobs, and private sector employed expatriates.
Given the rapid rise of the national labor force and the fact that the public sector reached near saturation in
terms of its capacity to absorb more labor, the actual low level of unemployment will deteriorate considerably
if current situation would prevail in the future. Hitherto policy makers alleviated unemployment by national
labor substitution in the public sector and by transferring nationals to work in the private sector. According
to simulations using a labor market model, policy makers will have to further deepen such policies and to
encourage the development of the private sector in order to provide jobs for labor market entrants in the
future.
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Labour Market in Algeria and the Effect of
Macroeconomic Policies on Unemployment Rates

Chibi Abderahim
Shokouri Mohamad
Abstract

In the context of economic reforms. the management of the labour market in phone experienced a
large deficit at the level of medium-sized and evaluation of statistical measurement. And despite the abundance
of financial resources at this time and the elasticity of the labour market. there is no great exploitation of these
resources. which has led to the relative efficiency of the political fight against unem?loyment and especially fiscal
policy. a view that the poor performance of the economy linked to the Algerian oil revenues. and dominance of
public sector. In this study. we try to deal with the various discussions on unemployment through analysis of
different theoretical approaches on this issue. and on the explanation of the standard macroeconomics inspired
work Nickell.S (1998) with the integration the effect of fiscal policy on unemployment and the adoption of
assumptions hystérises. Other hand. the econometric study that was done on the economy Algerian adopted on
the testing of the causal relationship at the Granﬁer and analysis of structural shocks through the aﬁplication of
the impulse responses functions demonstrates that the oil prices is the most variable influencing the reduction
of the unemployment rate. In contrast. the causality tests revealed that there was a relationship between
unemployment and the price of oil and private investment. For more understand the effect of investment
on unemployment. it has analyzed the eftectiveness of fiscal policy through the revelation of the crowding-
out effect. The results showed that the growth rates achieved are far from the multiplier effect budgetary and
fiscal policy inspired Keynesian conducted by the state through the economic recovery program and increase
spending. which has for the aimed at increasing the supply of production and uses. has presented no real effect
in this direction because the weakness of the productive system and Algerian production capacity idle. Indeed.
the rate of employment in the Algerian economy remains subject to the rate of growth which in turn enslaved
to the oil price in international market.
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Economic Growth and Unemployment
in Arab Countries: Is Okun’s Law Valid?

Imad A. Moosa”

Abstract

Two models are used to measure the responsiveness of unemployment to output, as represented by
Okun’s law, in four Arab countries: Algeria, Egypt, Morocco and Tunisia. In no case does Okun’s coefficient
turn out to be statistically significant, which means that output growth does not translate into employment
gains. Some reasons are suggested for this finding, which implies that boosting growth is not a sufficient
condition for reducing unemployment in Arab countries.
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* Department of Accounting and Finance, Monash University, P O Box 197, Caulfield East Victoria 3145, Australia.
e-mail: imad.moosa@buseco.monash.edu.au
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Informality, Employment and Economic
Development in the Arab World

Ibrahim Elbadawi *
Norman Loayza*

Abstract

This paper studies the causes and consequences of informality and applies the analysis to Arab
countries. It starts with a review of employment, labor informality and other labor market outcomes in
the Arab world; and a discussion on the definition and measures of informality, as well as on the reasons
why widespread informality should be of great concern. The paper also analyzes informality’s main
determinants, arguing that informality is not single-caused but results from the combination of poor public
services, a burdensome regulatory regime, and weak monitoring and enforcement capacity by the state. This
combination is especially explosive when the country suffers from low educational achievement and features
demographic pressures and primary production structures. Finally, using cross-country regression analysis,
the paper evaluates the empirical relevance of each determinant of informality. It then applies the estimated
relationships to several Arab countries to assess the country-specific relevance of each proposed mechanism.
Results suggest that informality has had negative marginal effects for Micro and Small Enterprises’ (MSEs’)
performance in the Arab world. Moreover, informal establishments might have difficulty penetrating regional
or international markets; instead, they are likely to specialize in producing for local markets.
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*

Ibrahim Elbadawi and Norman Loayza are Lead Economists at the Development Economics Research Group (DECRG),
The World Bank, Washington, D.C. Ibrahim Elbadawi and Norman Loayza may be contacted at ielbadawi@worldbank.
org and nloayza@worldbank.org, respectively. This paper was presented at the International Conference of the Arab
Planning Institute on “The Unemployment Crisis in the Arab World.” Cairo, Egypt, March 17-18, 2008. The authors
would like to acknowledge the excellent research support by Hanane Ahmed, Costantino Pischedda and Naotaka
Sugawara. Ibrahim Elbadawi would like to thank, without implication, EI-Mahdi and Assaad for helpful suggestions
regarding the MSE data and the definitions of micro informality; and Gary Milante for helpful insights. The views
expressed in this paper are not necessarily those of the World Bank, its Board of Directors or affiliated organizations.
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Labour Market Pressures in Egypt:
Why is the Unemployment Rate Stubbornly High?

Mohamed Hassan"
Cyrus Sassanpour”

Abstract

Unemployment is one of the key policy challenges in Egypt. The unemployment issue in Egypt is
mainly about the educated youth seeking its first job. The mismatch of skills between job requirements and
the qualification of job seekers, the high reservation wage of new school leavers, and limited labor mobility
are at the root of the problem. The wage setting mechanism seems to be operating fairly efficiently in Egypt,
and non-wage costs — although relatively high - do not appear to be a binding constraint. Moreover, recent
legislation has on balance, increased labor market flexibility. Economic performance in Egypt has been
uneven, but even in periods of fairly robust growth, unemployment has remained stubbornly high. This
paper explores the job content of economic growth over the past decade and concludes that high growth may
not necessarily lead to a substantial decline in unemployment unless it is sustained, is generated by more
labor-intensive activities, and is accompanied by structural changes in the labor market.
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“ Hassan is an Advisor to the Governor of the Central Bank of Egypt (CBE) and Assistant Professor of Economics, Cairo
University, email: Mohamed.hassan@cbe.org.eg. Sassanpour is the Senior Resident Representative of the International
Monetary Fund (IMF) in Egypt, email: csassanpour@imf.org. The authors are grateful to Klaus Enders, Andreas
Billmeier, Nadeem Ilahi, Hanna Kheir El-Din, and Samir Radwan for their helpful comments and suggestions, and
to Mariana Rizk of the CBE for her excellent research assistance. The views expressed in this paper are those of the
authors and do not necessarily represent the views of the CBE nor the IMF.
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Understanding Unemployment in the Arab Countries:
Towards A Policy Framework

Syed Ahsan
Xing Fe Liu

Abstract

The paper uses a sample of five Arab countries (namely Algeria, Egypt, Jordan, Morocco and
Tunisia) in a dataset covering the period from 1990 to 2006. Two-stage least squares methodology is used
to find estimates of growth and human capital variables from a search of deeper instruments, and fitted
values from these regressions are then used in a second-stage estimation of unemployment behaviour in the
general population and separately for men. Results suggest that while growth, by itself, does tend to achieve
significant reduction in unemployment, the lack of sustainability of growth works in the opposite direction
raising unemployment so that the net effect is rather modest. Moreover, while educational contribution
to lowering of unemployment is likely to be of a modest magnitude for all, the labour market appears to
strongly discriminate against women’s skills. Rising longevity appears to predict rising unemployment
via participation which would call for faster job creation in order to meet the growing aspirations of the
public.
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* The authors are, respectively, P Professor and Ph.D. student respectively, in the Department of Economics, Concordia
University, 1455 Boul. de Maisonneuve Ouest, Montreal, QC, Canada H3G 1M8 (syed.ahsan@concordia.ca;
feiyab6@gmail.com). They are grateful to the editors of the journal for many detailed constructive comments and
suggestions. They also thank Ali Abdel Gadir Ali, Gordon Fisher, Nikolay Gospodinov, and Rizwanul Islam, Dorothea
Schmidt and other seminar participants at the API conference in Cairo (March 17-18, 2008), ILO (Geneva) and IFAD
(Rome) for constructive comments, helpful comments, suggestions and help with the data. The usual caveat applies.






