
Introduction
 The group whose labor market status is most likely 

to be captured by the unemployment rate in a devel-
oping economy such as Egypt is made up essentially 
of young educated first time entrants seeking formal, 
often public employment. This group tends to have 
high expectations of obtaining formal employment 
and thus feels that it is worth staying jobless while 
searching for such work. The poor and less educated 
cannot afford to remain out of work while search-
ing for employment and must therefore accept any 
kind of work they can get in the informal economy. 
By focusing exclusively on the unemployment rate, 
policymakers are thus limiting their attention to the 
plight of a relatively privileged group at the expense 
of much more vulnerable groups that suffer more 
severely in an economic downturn.
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Policy discussions about the health of the economy and the 
labor market in Egypt often focus almost exclusively on one 
indicator, namely the unemployment rate. 

This policy perspective argues that the unemployment rate 
is a poor indicator of the cyclical performance of the labor 
market and that it focuses attention on the plight of the 
well-off, not those who are the most vulnerable to poor labor 
market conditions. 

This policy perspective demonstrates that the unemploy-
ment rate is primarily driven by the age and education 
structure of the population, rather than by economic fluctu-
ations. The unemployed are primarily educated, middle and 
upper class new entrants into the labor market, a relatively 
advantaged segment of society. 

There are a number of other measures of labor market 
health, such as underemployment, types of employment 

(especially irregular work), hours of work, and levels of 
earnings that are far better measures of labor market health 
and also more sensitive to the conditions facing the poor 
and less educated. The brief concludes with a discussion of 
the importance of using better measures in order to craft 
more effective and pro-poor labor market policies.
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Not only is an exclusive focus on the unemployment 
rate over-emphasizing the problem of a relatively 
privileged group in the labor market, it also does a 
poor job in measuring the effects of cyclical down-
turns on the labor market. High unemployment 
among educated new entrants searching for formal 
jobs has deep structural causes, including the dual-
istic nature of the Egyptian labor market, the rapid 
increase in educational attainment in recent years, 
and the demographic phenomenon known as the 
youth bulge. While slow to change, these structural 
factors could in fact move in the opposite direction 
from the cyclical factors affecting the unemploy-
ment rate, thus confounding the cyclical trend. 

This  Perspective begins with a discussion of what, 
exactly, the unemployment rate measures, and then 
demonstrates that the unemployment rate is primar-
ily driven by the age and education structure of the 
population, rather than economic fluctuations. The 
brief then shows that the unemployed are primarily 
educated, middle and upper class new entrants into 
the labor market, a relatively privileged slice of so-
ciety. There are a number of other measures of labor 
market health, such as underemployment, types of 
employment (especially irregular work), hours of 
work, and earnings that are far better measures of 
labor market health and also more sensitive to the 
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conditions facing the poor and less educated. The 
brief concludes with a discussion of the importance 
of using better measures in order to craft more effec-
tive and pro-poor labor market policies. 
 
1. What does Unemployment Measure?

What, exactly, does being unemployed mean? An 
individual is only unemployed when he or she has 
not worked a single hour during the past week. If he 
or she has not worked a single hour, while this in-
dividual is not employed, he or she is not necessarily 
unemployed, but may instead be out of the labor force 
entirely. It is necessary for an individual to want 
to work, to be available to work, and to be actively 
searching for work for that individual to be consid-
ered unemployed.1 

What are the implications of this definition? An 
individual will only be unemployed if he or she can 
afford to be without any work or income whatsoev-
er while searching for a job. Individuals who cannot 
afford to be without income will either engage in 
self-employment, contributing to a family business, 
or pursuing readily available wage work in the 
informal economy. Unemployment therefore chiefly 
occurs among those who are relatively privileged 
and who can afford to persist in the unemployed 
state. Unemployment primarily indicates that 
individuals are looking for a formal job, although it 
could include durations spent searching for infor-
mal wage employment as well. As a result of these 
conditions, the unemployed tend to be new entrants 
and those who are relatively educated and whose 
parents can sustain them while they search for 
work. 

1 Being available means being able to start within two 
weeks. Actively searching for work means having 
searched in the past three months with any of fifteen 
search behaviors, or having registered with a govern-
ment agency or ministry in the past year. 
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The unemployment rate is the share of labor force 
(the employed and unemployed) that reports being 
unemployed.2  There are a number of forces that 
contribute to the unemployment rate. Structural 
forces related to the supply of labor include the com-
position of the labor force, such as its age distribu-
tion, educational composition, skills and the rate at 
which these characteristics are changing. Structural 
forces also include the structure of the labor market 
on the demand side (firms and businesses), such as 
the prevalence of formal employment or changes 
in the share of different sectors in the labor market 
and the role of the public sector in the economy. 
The mismatch between labor supply and the type of 
jobs in the economy is one of the structural factors 
that can generate unemployment. In particular, in 
Egypt, the relative size of the government as an 
employer in the labor market and the higher than 
market compensation these jobs offer (including 
the non-wage aspects of the jobs) drive individu-
als who are eligible for such employment to queue 
for government jobs (Assaad 2013). Having a sector 
of the economy that provides higher than market 
compensation leads to rationing of government jobs 
and queuing in the unemployed state (Assaad 1997). 
Additionally, the presence of these jobs drives up 
compensation expectations among new entrants, 
further prompting them to queue. 

Cyclical forces move with the business cycle, and 
include such factors as overall economic growth, 
investment, and businesses’ perceptions of risk and 
uncertainty. Growth, booms, busts, recessions, and 
depressions are cyclical forces that can influence 
unemployment by affecting the demand for labor. 
Cyclical changes on the demand side can take two 
forms. Employers may decrease or slow their hiring 
of new employees. Additionally, employers may en-
gage in job destruction through layoffs, which will 
result in a higher rate of job separation for individu-
als. Frictional forces are the factors relating to transi-
tions into and out of employment, primarily that 

2 For the purposes of this paper, we require individuals to 
be searching to be considered unemployed, the standard 
definition of unemployment. Additionally, we require in-
dividuals to be engaged in market work to be employed, 
and exclude from employment those engaged solely in 
subsistence work. 
3 All statistics, unless otherwise noted, are authors’ calcu-
lations based on the Egypt Labor Market (Panel) Surveys 
(ELM(P)Ss) of 1998, 2006, and 2012. See Assaad and 
Krafft (2013a–c) for information on the surveys and state 
of the Egyptian Labor Market. The unemployment rate 
as measured by the ELMPS 2012 is substantially below 
the rate reported by the official Labor Force Survey (LFS) 
published by CAPMAS for the first quarter of 2012, which 
was 12.6%. We attribute this difference to the fact that 
the LFS collects information on employment status from 
any member of the household rather than the individual 
him or herself, leading to some people who are underem-
ployed (working less than full-time involuntarily) being 
reported as unemployed despite the fact that they have 
worked a certain number of hours in the reference week, 
and should be counted as employed. See Assaad and 
Krafft (2013a) for a full discussion of the reasons for the 
discrepancy.

even when firms and workers would be a match it 
takes time and information to find each other and 
complete a hiring process. 

Unlike advanced economies where unemployment 
is mostly cyclical (International Labour Organi-
zation 2013) and driven primarily by changes in 
overall economic activity, unemployment in Egypt 
responds only weakly to cyclical changes in the 
economy. As in many other developing countries, 
unemployment is primarily structural in nature, 
having more to do with the growth in the youth 
population and its increasing educational attain-
ment, on the one hand, and with the search for for-
mal employment in a dualistic labor market with a 
marked public/private divide, on the other. Despite 
the succession of economic crises in Egypt, starting 
with the global financial crisis in 2008 through the 
uprising of 2011 and the ensuing economic crisis, 
the overall unemployment rate has changed little, 
increasing from 8.5% in 2006 to 8.7% in 2012.3  The 
small increase in the unemployment rate during 
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this period of cyclical downturns is attributable to 
changes in the two structural conditions that drive 
unemployment in Egypt, namely growth in the 
educated labor supply and labor market dualism. 
Changes in these structural factors have counteract-
ed the effects of the growing cyclical component of 
unemployment, leading to a fairly stable unemploy-
ment rate over the crisis period.

2. How has the Unemployment Rate Changed over 
Time?

The unemployment rate has changed very little 
in response to deteriorating economic conditions. 
This is because the structural forces, primarily the 
absorption of the youth bulge into the labor mar-
ket and declining demographic pressures of new 
entrants, have counteracted the cyclical forces of 
deteriorating economic conditions. Figure 1 shows 
the unemployment rate over time. Although unem-
ployment fell from 11.7% in 1998 to 8.5% by 2006, 
it increased only very slightly, to 8.7% in 2012. In 
fact, for men the unemployment rate continued to 
decline, from 7.0% in 1998 to 5.1% in 2006 and 4.2% 
in 2012. For females the unemployment rate, after 
falling from 27.6% in 1998 to 18.0% in 2006, rose 
to 23.7% in 2012. Overall, the unemployment rate, 
being primarily driven by demographic rather than 
economic forces, is a poor measure of labor market 
health. 

The unemployment rate, because it reflects both 
structural and cyclical forces, can hide important 
cyclical changes. For instance, Figure 2, focus-
ing on males, shows the share of the unemployed 
who have worked before by age. While structural 
unemployment drives unemployment among new 
entrants, cyclical forces are much more likely to 
generate unemployment among those who have 
worked before. Starting at age 23 or so, unemployed 
young men are more likely to have worked before in 

2012 than in 2006 or even 1998, a sign of deteriorat-
ing economic conditions. 

While half of unemployed males (55%) in 2012 
had worked before, more than half (54%) of these 
individuals had become unemployed voluntarily, in 
the sense that they quit their jobs rather than having 
been laid off or fired. The share of the male labor 
force that became unemployed involuntarily, i.e. 
due to layoffs or firing, was just 1.1%, compared to 
an unemployment rate of 4.2%. Thus, only a quarter 

Figure 1: Unemployment Rate by Sex, 1998-2012

Note: Standard (search required) market unemployment rate
 Source: Authors’ calculations from ELMPS 2012, ELMPS 2006, and
ELMS 1998

Figure 2: Percentage of the Unemployed that 
Worked Before by Age, Males, Ages 15-45, 1998-
2012 

 Source: Authors’ calculations from ELMPS 2012, ELMPS 2006, and
.ELMS 1998
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of the (male) unemployed became unemployed due 
to involuntary job separations. The low share of in-
voluntary separations in unemployment is just one 
of the ways that the unemployment rate in Egypt 
is a poor measure of job losses and labor market 
health. 

3. What Would Have Happened had Demographic 
Pressures Continued?

One way to understand why unemployment is a 
poor measure of labor market health is to look at 
what the unemployment rate would have been if 
structural or cyclical forces had taken a different tra-
jectory. Figure 3 presents two alternative scenarios 
for how unemployment might have evolved if (1) 
economic conditions varied but demographic pres-
sures had continued at 1998 levels, an alternative 
structural scenario,4  or (2) if the downturn between 
2006 and 2012 had not occurred, an alternative 
cyclical scenario.5  If the 1998 demographic structure 
had continued in 2012, the unemployment rate in 
2012 would have been higher, 9.5% instead of the 
8.7% that occurred. The decrease in demographic 
pressures between 1998 and 2012 generated a 0.8 
percentage point lower unemployment rate than 
would have otherwise been the case. 

In contrast, scenario 2 presents what would have 
happened with the observed demographic trajectory 
from 2006 to 2012, but without the economic down-
turn. If economic conditions had remained the same 
as in 2006, we would have had an unemployment 
rate of 8.0% in 2012 due to declining demographic 
pressures. Instead, we see an 8.7% unemployment 
rate, 0.7 percentage points higher than without the 
economic downturn. The actual unemployment 
rate in 2012, at 8.7%, is the product of the counter-
acting forces of decreasing demographic pressures 
and worsening cyclical conditions, leading to little 
change in the unemployment rate from 2006 to 2012. 

Figure 3: Alternate Scenarios for Unemployment
Scenario 1: Demographic Pressures Continued (2006 and 
2012 Economies, 1998 Demographics)

 Source: Authors’ calculations from ELMPS 2012, ELMPS 2006, and
.ELMS 1998
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Scenario 2: Without the Downturn (2006 Economy, 
2012 Demographics)

4 This is calculated by predicting the age, gender, and edu-
cation category interacted probabilities of unemployment 
for 2006 and 2012 and applying these to the 1998 popula-
tion structure using a probit model for the probability of 
unemployment conditional on being in the labor force 
and ages 15-64.
5 This is calculated by predicting the age, gender, and 
education category interacted probabilities of unemploy-
ment for 2006 and applying these to the 2012 population 
structure using a probit model for the probability of 
unemployment conditional on being in the labor force 
and ages 15-64. 
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4. Who are the Unemployed?

Focusing on unemployment as a measure of labor 
market health in Egypt focuses policy attention 
and action on a relatively privileged group, at the 
expense of the disadvantaged and poor whose labor 
market problems rarely show up as open unem-
ployment. Even in the aftermath of the January 25th 
uprising and ensuing economic crisis, the unem-
ployed are a select and privileged group. Most of 
the unemployed are unemployed by choice, largely 
educated young people queuing for government 
jobs. In this section we focus on the labor market 
status of youth 15-34, as this age group represents 
more than 85% of the unemployed and has by far 
the highest unemployment rate, at 14.4% in 2012. 
This section examines the share of youth in differ-
ent labor market statuses among youth who are not 
students and not in military service. It is important 
to note that the share of youth who are unemployed 
within this group is not an unemployment rate. The 
unemployment rate is calculated based on the share 
of the unemployed in the labor force. 

The Unemployed Are Educated
Those with secondary and higher education, partic-
ularly females, are the most likely to be unemployed 
(Figure 4). Overall, 7% of young men are unem-
ployed. While just 3% of young men with no degree 
or only a basic education are unemployed, 7% of 
young men with a secondary degree and 12% of 
young men with higher education are unemployed. 
This means that a young man with higher education 
is four times as likely to be unemployed as someone 
with basic or no education. The less educated do 
not have the luxury to be unemployed, nor do they 
benefit from queuing for government employment. 

Educated Women Are Particularly Likely to be Unem-
ployed
The differences in unemployment by education for 
females are even greater than for males. Approxi-

mately 11% of all young women are unemployed, a 
share higher than among young men, despite lower 
labor force participation. Just 1-2% of young women 
with no or basic education are unemployed. In 
contrast, 14% of secondary educated young women 
are unemployed and 19% of young women with 
higher education are unemployed. Notably, second-
ary educated young women are more likely to be 
unemployed (14%) than employed (11%). 

Most young women are not even in the labor force; 
75% of young women are inactive (out of the labor 
force). Almost 90% of uneducated and basic edu-
cated young women are out of the labor force. Even 
women with higher education participate at only 
moderate rates, as 49% remain out of the labor force 
and only 32% are actually employed. Less educated 
females rarely work and almost never are unem-
ployed. Educated women are more often in the 
labor force, and are frequently unemployed, primar-
ily queuing for government jobs. Unemployment 
is primarily the choice of educated young people, 
especially young women, who are unwilling to ac-
cept jobs in the informal economy but still hope to 
get jobs in the bureaucracy. 

The Unemployed Are Primarily New Entrants
Figure 4 also separates unemployment into the new 
unemployed (those who have never worked before) 
and the unemployed who have worked before. 
Overall, just 3% of young males and 2% of young 
females are unemployed individuals who have 
worked before. Among young males, the less edu-
cated are relatively more likely to be unemployed 
who worked before than new unemployed, while 
the more educated are relatively more likely to be 
new unemployed, although they still have higher 
absolute rates of being unemployed who worked 
before. 
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The Unemployed are Wealthier
The unemployed are not poor. Despite the fact that 
unemployment surely makes it more difficult to 
accumulate wealth, the unemployed disproportion-
ately come from wealthier households (Figure 5). 
Youth from poor families cannot afford to be unem-
ployed. We examine the parental wealth of youth 
who were 15-34 in 2012 and who were observed liv-
ing in their parents’ household back in 2006, which 
is likely to be before they can make substantial con-
tributions to their families’ wealth. Around 8% of all 
males among these youth are unemployed. Those 
with poorer families are less likely to be unem-
ployed. Just 5% of the male youth from the poorest 
fifth of households are unemployed, compared to 
16% of male youth from the richest fifth. Even com-
paring the richest male youth (16% unemployed) to 
the next-richest group (10% unemployed) there is a 
large difference in unemployment. Unemployment 
increases with wealth, particularly with high levels 
of wealth. Unemployment is often a choice of the 

privileged, while accepting any employment, no 
matter its quality, is the lot of the poorest.

Among female youth who were living with their 
parents in 2006, in 2012 around 13% were unem-
ployed. The chance of being unemployed is 7% for 
the poorest young females, but rises to 19% for the 
fourth wealth quintile of females. The chances of 
employment rise substantially in the fourth and 
fifth wealth quintiles, and notably females from 
the highest wealth quintile actually have a chance 
of unemployment of 16%, which is lower than the 
third or fourth wealth quintiles. For young women, 
the chances of unemployment rise with wealth, but 
females from the wealthiest families ultimately have 
greater success in finding employment. They also 
are more successful in retaining jobs; fewer women 
in the richest fifth of households are unemployed 
who have worked before compared to all other 
wealth levels, despite higher overall rates of em-
ployment. 

Figure 4: Labor Market Statuses by Education and Gender, Ages 15-34, 2012

Note: Excludes students and males out of the labor force for military service.
Source: Authors’ calculations form ELMPS 2012.
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5. What are Better Measures of Labor Market 
Health?

A good measure of labor market health will be sen-
sitive to economic changes, so it can quickly indicate 
to policymakers whether conditions are improving 
or deteriorating in the labor market. Additionally, a 
good measure of labor market health will be partic-
ularly sensitive to changes that will affect the poor 
and less privileged, who are the most vulnerable to 
economic shocks, rather than the more privileged 
segments of society, who have more resources to 
weather economic downturns. 

Unemployment is a poor measure of labor mar-
ket health. Unemployment is primarily driven by 
structural rather than cyclical forces. Fluctuations in 
the unemployment rate are therefore poor indica-
tors of changes in labor market health. Additionally, 
the unemployed are relatively privileged individu-

als who can afford to be unemployed. Focusing on 
unemployment therefore focuses an assessment of 
labor market health on the best-off, not the worst-
off. 

Policy makers should focus on other measures, such 
as types of work and especially the prevalence of 
irregular work, hours of work, underemployment, 
and earnings to assess labor market health. This 
section describes these indicators of labor market 
health and demonstrates how they are more respon-
sive to cyclical economic changes. These measures 
also are sensitive to the labor market status of those 
who are economically vulnerable.

Irregular Work Rises during Economic Downturns
Irregular work is casual (intermittent) or seasonal 
work. Irregular workers live a precarious existence. 
They do not have stable jobs, where they know 
they will have employment every day of the week. 

Figure 5: Labor Market Statuses by Parental Wealth in 2006 and Gender, Ages 15-34, 2012

Note: Excludes students and males out of the labor force for military service.
Source: Authors’ calculations from ELMPS 2012 and ELMPS 2006.
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Instead, they are mobile workers, for instance con-
struction workers moving from job site to job site, 
or individuals working intermittently on someone 
else’s farm or field. 

Irregularity of work is very sensitive to cyclical 
changes, and a good indicator of labor market 
health. When economic conditions are good, work-
ers can get regular (permanent or temporary) posi-
tions. They know they will have work for the next 
month, or six months, or year. When economic con-
ditions are poor, irregular workers will have to look 
for work on a day-to-day basis. Workers will not 
be “laid off,” because they do not have the type of 
permanent relationship with a single employer that 
could lead to layoffs. Instead, they may only find 
work a few days a week. While informal private 
wage workers averaged 55 hours of work per week 
in 2012, irregular workers averaged just 42 hours 
per week. Irregular workers are not working less by 
choice; in 2012 just 18% of irregular workers were 
fully satisfied with their work hours, compared to 
51% of regular workers. Just 9% of irregular work-
ers were fully satisfied with their job security, in 
contrast to 52% of regular workers. 

The share of workers engaging in irregular work 
has risen substantially in 2012 as compared to past 
years, in response to deteriorating economic condi-
tions (Figure 6). While in 1998, 13% of male workers 
were irregular, as economic conditions improved 
in 2006, only 9% of male workers were irregular. In 
contrast, in 2012, 20% of male workers were irregu-
lar. This doubling of the share of workers in irregu-
lar, precarious employment, lacking in job security, 
is a clear indication of a decline in the health of the 
labor market in 2012. 

Focusing on irregularity as a measure of labor 
market health also focuses attention on how less 
privileged workers are faring, in contrast to unem-
ployment, which focuses on the more privileged. 

Irregular workers are more likely to be poor (Figure 
7). While 37% of male workers in the poorest fifth 
of households are irregular, only 3% of those in the 
richest fifth of households are irregular. This is not 
simply because regular workers are able to accumu-
late more wealth; looking at the household wealth 
of young men (15-34 in 2012) who were living with 
their parents in 2006, the same pattern holds. Pov-
erty greatly increases the risk of irregular work; fo-
cusing on irregularity as a measure of labor market 
health allows policy makers to focus on the poor, 
who are the most vulnerable in the face of economic 
fluctuations. 

Hours of Work Decrease when Economic Conditions 
Deteriorate
In Egypt, employers do not tend to lay off workers 
during economic downturns. Instead, they reduce 
their hours of work or wages. Hours of work are 
therefore a good measure of the health of the labor 
market in Egypt. While workers rarely become 
completely unemployed, they will experience fewer 
hours of work in response to crises. Figure 8 pres-
ents the pattern of hours of work that has prevailed 
for male workers over time in Egypt. When eco-
nomic conditions led to greater demand for labor in 
2006 as compared to 1998, the percentage of work-
ers with more than 60 hours of work per week rose 

Figure 6: Types of Employment over Time,  
Employed Males, Ages 15-64, 1998-2012

Source: Authors’ calculations from ELMPS 2012, ELMPS 2006, and 
ELMS 1998.
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Figure 7: Types of Employment by Wealth, Employed Males, 2012

Source: Authors’ calculations from ELMPS 2012.
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from 28% to 40%. Only 5% of male workers were 
working less than 30 hours in 2006. By 2012, when 
conditions deteriorated, the percentage of workers 
with fewer than 30 hours of work doubled to 10%, 
and the share of workers with 60 or more hours of 
work fell to 29%. 

Underemployment Rises in Economic Downturns
When individuals are underemployed, they are 
working, but not to their full capacity. Visible un-
deremployment occurs when an individual works 
less than full time (less than 40 hours per week) 
because of insufficient employment opportunities. 
Like unemployment, underemployment is a mea-
sure of employment opportunities, but an alterna-
tive that is much more sensitive to economic condi-
tions. Figure 9 examines the underemployment rate, 
that is, the share of the employed that are visibly 
underemployed. In 2012, 9.3% of the employed 
were underemployed, substantially higher than in 
either 2006 (2.8%) or 1998 (4.9%). From 2006 to 2012, 
as economic conditions deteriorated, visible under-
employment more than tripled, a 6.5 percentage 
point increase in the underemployment rate. 

Figure 8: Hours of Work over Time, Employed 
Males, Ages 15-64, 1998-2012

Source: Authors’ calculations from ELMPS 2012, ELMPS 2006, and 
ELMS 1998.
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Focusing on the underemployment rate, in contrast 
to the unemployment rate, focuses attention on the 
less privileged. Individuals who cannot afford to do 
no work whatsoever in the absence of good job op-
portunities take infrequent and marginal work. For 
instance, underemployment rates are higher among 
the less educated, particularly less educated females 
(Figure 10). While 14% of workers with no degree or 
a basic education were underemployed in 2012, only 
3% of workers with higher education were under-
employed. 

Monthly Earnings in the Private Sector Rise and Fall 
with Economic Conditions
Monthly earnings are another good measure of 
labor market health. It is important to focus on 
monthly, rather than hourly earnings, as hourly 
wages could remain constant while hours fall, 
leading to a decrease in monthly earnings. Monthly 
earnings, hourly wages, and hours of work can also 
be examined together. It is also important to focus 
on wages in the private sector, or examine private 
and public sector wages separately, as private sector 
wages are more responsive to economic conditions 
and better represent workers’ productivity, while 
public sector wages are largely a political product. 
Although not all workers are wage workers, for 
many years non-farm income has been the most im-
portant income source for the poor in Egypt (Adams 
2002). The poor tend to be agricultural wage work-
ers (Kheir-El-Din and El-Laithy 2008), making earn-
ings a measure that is sensitive to the labor market 
conditions facing those with the most precarious 
labor market statuses. 

Private sector monthly earnings respond rapidly to 
changes in economic conditions. In the aftermath of 
the January 25th, 2011 uprising, private sector earn-
ings fell while public sector earnings rose. Figure 
11 shows real (2012 Egyptian Pound (LE)) monthly 
earnings for regular wage workers  by sector using 
quarterly Labor Force Survey (LFS) for 2010 and 

Figure 10: Underemployment Rate (Share of the 
Employed) by Sex and Education, Ages 15-64, 2012

Source: Authors’ calculations from ELMPS 2012.
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Figure 11: Median Monthly Earnings over Time by 
Sector, Ages 15-64, Regular Wage Workers, 2010-
2012 (Real 2012 LE)

Note: Earnings are in real (Q1 2012) terms. Adjusted based on monthly 
headline CPI (Central Bank of Egypt 2014).
Source: Authors’ calculations from LFS 2010, LFS 2011 and ELMPS 
2012.
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2011 as well as the ELMPS 2012, which was fielded 
in the first quarter of 2012. Throughout 2010, both 
private and public sector earnings were very stable. 
Private sector monthly earnings rose slightly over 
the course of the year, from a median around 790 LE 
in Q1 of 2010 to around 830 LE by Q4. 

In the first quarter of 2011, the LFS shows that me-
dian monthly earnings for regular wage workers in 
the private sector were around 930 LE, higher than 
median earnings in the public sector, which were 
around 830 LE. In the aftermath of the uprising, in 
the second quarter of 2011, private wage workers’ 
monthly earnings dropped from 930 LE to 800 LE. 
Deteriorating economic conditions reduced private 
wage workers’ earnings. In contrast, earnings for 
public sector workers actually rose by more than 
40% (more than 300 LE) from the first quarter to the 
second quarter of 2011, rising from a median wage 
of 830 LE to a median wage of around 1180 LE. This 
increase was not due to a sudden increase in the 
productivity of public sector workers, but rather po-
litical decisions and legislated wage-setting. Public 
sector workers’ earnings continued to remain high 
throughout 2011 and into 2012. Private sector wage 
workers’ median monthly earnings recovered some-
what in the third quarter of 2011, before decreasing 
again in the first quarter of 2012, as ongoing eco-
nomic and political challenges took their toll on the 
economy. 

Focusing on private sector earnings as a measure 
of labor market health also focuses on those who 
are more vulnerable. Keeping in mind that the less 
educated are less likely to be regular wage workers, 
Figure 12 shows that the dip in earnings from the 
first to the second quarter of 2011 was most acute 
for those with no or little education. Median month-
ly earnings among regular private wage workers 
fell from around 950 LE to 560 LE for those with no 
degree, and from around 880 LE to 650 LE for those 
with only a basic degree. In contrast, those with 

secondary education saw their median earnings 
fall just 80 LE, from 880 LE to 800 LE, while those 
with higher education actually saw an increase in 
earnings over that period, from 990 LE to 1070 LE. 
Focusing on private sector monthly earnings as a 
measure of labor market health will be sensitive to 
the conditions of the poor and less privileged. 

6. Conclusion

Unemployment is a misleading measure of labor 
market health in Egypt. Unemployment in Egypt is 
driven primarily by structural forces and is there-
fore relatively insensitive to cyclical fluctuations. 
The unemployed are disproportionately privileged 
individuals who can afford to go without work. 
Using unemployment as a measure of labor market 
health leads to an assessment of the labor market 
based on the state of structural forces and overem-
phasizes the employment needs of the educated and 
relatively wealthy. 

By focusing exclusively on the unemployment rate, 
policymakers and researchers disproportionately 
focus on the troubles of the relatively privileged 
unemployed at the expense of the poor, who are 
trapped in precarious employment. For example, in 
a recent World Bank (2013) report entitled “Jobs for 
Shared Prosperity: Time for Action in the Middle 
East and North Africa,” there were 18 graphs on 
unemployment. In contrast, there were eight graphs 
on wages earned and zero graphs on hours of 
work, job quality, job security, regularity of work, 
or underemployment. This assessment of “Shared 
Prosperity” focused on the prosperity of the privi-
leged. Policymakers and researchers need to stop 
concentrating on unemployment, a structural and 
privileged phenomenon, as the focus on unemploy-
ment will lead to flawed policies that benefit the 
rich and neglect the poor. 
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Instead of focusing on unemployment in Egypt, 
policymakers and researchers should track, study, 
and craft labor market policies based on indicators 
that are sensitive to changing economic conditions 
and also sensitive to those who inhabit a less privi-
leged position in the Egyptian labor market. Under-
employment, employment types (especially irregu-
lar work), hours of work, and monthly earnings in 
the private sector are all superior measures of labor 
market health compared to unemployment. These 
measures are much more responsive to changing 
economic conditions, and much more sensitive to 
less privileged workers, individuals with less wealth 
and lower education. Only with better measures of 
labor market health can the state of the labor market 
be assessed and effective policies crafted. 

References
Adams, R. H. Jr. 2002. Nonfarm income, inequality, 

and land in rural Egypt. Economic Development 
and Cultural Change 50 (2): 339–63.

Assaad, R. 1997. The effects of public sector hiring 
and compensation policies on the Egyptian labor 
market. The World Bank Economic Review 11 (1): 
85–118.

———. 2014. Making sense of Arab labor markets: 
the enduring legacy of dualism. IZA Journal of 
Labor & Development, 3(1), 1-25.

Assaad, R., and C. Krafft. 2013a. The Egypt Labor 
Market Panel Survey: Introducing the 2012 round. 
IZA Journal of Labor & Development 2 (8): 1–30.

———. 2013b. The structure and evolution of employ-
ment in Egypt: 1998-2012. Economic Research Fo-
rum Working Paper Series No. 805. Cairo, Egypt: 
The Economic Research Forum.

———. 2013c. The evolution of labor supply and un-
employment in the Egyptian economy: 1988-2012. 
Economic Research Forum Working Paper Series 
No. 806. Cairo, Egypt: The Economic Research Fo-
rum.

Central Bank of Egypt. 2014. Inflation Statistics. Re-

trieved March 19, 2014. http://www.cbe.org.eg/
English/Monetary+Policy/Inflation/.

International Labour Organization. 2013. Global em-
ployment trends for youth 2013: A generation at 
risk. Geneva, Switzerland: ILO Publications.

Kheir-El-Din, H., and H. El-Laithy. 2008. An assess-
ment of growth, distribution, and poverty in 
Egypt. In The Egyptian economy: Current chal-
lenges and future prospects, ed. H. Kheir-El-Din, 
13–52. Cairo, Egypt: American University in Cai-
ro Press.

World Bank. 2013. Jobs for shared prosperity: Time 
for action in the Middle East and North Africa. 
Washington, DC: The World Bank.



14

Why the Unemployment Rate is a Misleading Indicator of Labor Market Health in Egypt 

ERF at a Glance

Our Mission

The Economic Research Forum (ERF) is a regional network dedicated to promoting high quality economic re-

search to contribute to sustainable development in the Arab countries, Iran and Turkey.

Our Objectives

Established in 1993, ERF’s core objectives are to build strong regional research capacity; to encourage the pro-

duction of independent, high quality economic research; and to disseminate research output to a wide and 

diverse audience.

Our Activities

ERF has a portfolio of activities to achieve these objectives. These activities include mobilizing funds for well 

conceived proposals; managing carefully selected regional research initiatives; providing training and mentor-

ing programs to junior researchers; organizing seminars and conferences based on research outcomes and pub-

lishing research output through various of publications, including working papers, books, policy briefs and a 

newsletter – Forum. All the publications may be downloaded at our website www.erf.org.eg 

Our Network

The ERF network comprises a distinguished Board of Trustees (BOT), accomplished researchers from the region 

and highly dedicated staff. Located in Cairo, Egypt, ERF  is supported by multiple donors, both from within the 

region and abroad.

ERF Contact Information

Address: 21 Al-Sad Al-Aaly St., Dokki, Giza, Egypt 
Telephone: 00 202 333 18 600 - 603 | Fax: 00 202 333 18 604 
Email: erf@erf.org.eg | Website: http://www.erf.org.eg

Follow us on our social media platforms:
Twitter: @ERFlatest
Youtube Channel: TheERFLatest
Blog: ERF blog



Copyright © The Economic Research Forum, 2014
21 Al-Sad Al-Aaly St. Dokki, Egypt
P.O.Box: 12311
Tel: (202) 333 18 600 - 603
Fax: (202) 333 18 604
www.erf.org.eg


