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In a nutshell

e Demographic pressures on Egypt’s labor supply have decreased.

e The “youth bulge” generation are young adults now, their labor
market entry complete, while the “echo” of the youth bulge is
school-aged.

e Fertility, which had declined in Eqypt and then risen, has once
again fallen. The total fertility rate (births per woman), which was
3.5in 2012-2014, fell to 3.1 in 2018.

e Labor force participation rates declined from 51% in 2012 to 48%
in 2018.

e  Employment rates declined from 47% to 44% over 2012 to 2018.

e Standard unemployment rates remained stable, but discouraged
unemployment increased in 2018.

Demographics and Participation Drive Labor Supply

Egypt’s potential labor supply depends, first and foremost, on the growth
and changing composition of its working-age population. These demo-
graphic trends, together with labor force participation patterns, deter-
mine labor supply. Ultimately, labor market outcomes are determined
by the interaction between labor supply and labor demand.

Historically, Egypt had experienced a large youth bulge, which placed
substantial pressures on the labor market (Amer 2009, 2015; Assaad and
Krafft 2015). By 2012, the youth bulge cohorts were largely young adults,
beginning to form families of their own, creating a demographic “echo.”
The echo was compounded by an increase in fertility (Krafft and Assaad
2014). New data from 2018 demonstrates that demographic pressures
are easing; labor market entrants are fewer, due to the demographic
“trough” being labor-market-entry age. Moreover, fertility, after rising,
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has fallen back to lower levels (Krafft, Assaad, and
Keo 2019). However, the echo generation is placing
substantial pressures on the education system and
will soon create new labor supply pressures.

Labor force participation has decreased for both men
and women in Egypt. The decrease in men’s partici-
pation is a new development, but women'’s declining
participation has been a long-term trend (Krafft, As-
saad, and Keo 2019). Despite rising educational at-
tainment, which usually yields increased female la-
bor force participation (Assaad et al. 2018), educated
women’s participation continues to fall.

Labor force participation has two components: em-
ployment and unemployment. Decreases in employ-
ment rates are driving declining labor force partic-
ipation in Egypt. A large share of young men and
women are “not in education, employment or train-
ing” (NEET) (Amer and Atallah 2019). Unemploy-
ment rates remained stable, although discouraged
unemployment, those who want to work but have
given up searching for jobs, increased (Krafft, As-
saad, and Keo 2019).

The declines in labor force participation mean that
the potential contributions of a large share of Egypt’s
increasingly educated population are untapped.
These declines are occurring in a context of reduced
demographic pressure, and challenges in addressing
them will only worsen when the “echo” generation
begins to enter the labor market. Creating a condu-
cive business environment that can generate good
jobs is critically important to engaging all of Egypt’s
human potential.

The youth bulge has aged, but the echo has grown

Since 1988, a key characteristic of Egypt’s changing
demographics has been the development of a youth
bulge, a disproportionate share of young people in
the population (Figure 1). Egypt’s youth bulge oc-
curred when mortality fell but there was a lag before
fertility decreased (Assaad and Roudi-Fahimi 2007;
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Miller and Hirschhorn 1995; Rashad 1989; Robinson
and El-Zanaty 2006). In 1988, the youth bulge gen-
eration were children. By 1998, the peak of the youth
bulge was aged 10-19 and began placing substantial
pressure on the labor market. In 2006, the peak was
aged 15-24, further pressuring the labor market. Yet
by 2012, demographic pressures on the labor market
began to abate, as the peak of the youth bulge was
25-29 and had largely entered the labor market. In
2018, the peak of the youth bulge was aged 30-34,
and left a trough of reduced labor supply pressures
with a smaller population aged 20-29.

Figure 1. Egypt’s youth bulge has aged, but the echo
has grown

Population structure of Egypt (percentage in five-year age
group), by wave
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Source: Krafft, Assaad, and Keo (2019) based on data from the La-
bor Force Survey (LFS) 1988 and Egypt Labor Market Panel Sur-
vey (ELMPS) 1998-2018

As the children of the youth bulge generation reached
adulthood, they begin to have children of their own,
creating an echo generation. In 2012, we can see the
beginning of an echo generation, with a second peak
in the population aged 0-4. The growth of the echo
was compounded by rising fertility rates (Figure 2).
The Demographic and Health Surveys (DHSs) dem-
onstrated a decrease in fertility over time, to a total
fertility rate (TFR) of 3.0 in 2008. Yet the 2012 Egypt




Labor Market Panel Survey (ELMPS) and the 2014
DHS both indicated a rise in fertility to 3.5 births per
woman. The new, 2018 wave of the ELMPS provides
important new evidence that fertility is once again
declining, falling to 3.1 births per woman.

Figure 2. After a rise in fertility in 2012-2014, fertil-
ity fell by 2018
Total fertility rate (births per woman) over time
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Source: Krafft, Assaad, and Keo (2019) based on data from DHSs
and ELMPS 2006-2018

Why has fertility resumed its decline? After a pe-
riod of rising ages at marriage, women had, more
recently, been marrying at somewhat earlier ages,
especially from ages 20-28. This shift may have con-
tributed to rising fertility rates. There are some signs
of this trend now stabilizing (Krafft, Assaad, and Keo
2019). Fertility declines from 2012 to 2018 were con-
centrated at older ages (25 and up). Contraceptive
prevalence rates increased. Among currently mar-
ried women aged 15-49, 62.6% were taking steps to
prevent pregnancy in ELMPS 2018 (Krafft, Assaad,
and Keo 2019), compared to only 58.5% in the DHS
2014 (Ministry of Health and Population, El-Zanaty
and Associates, and ICF International 2015). Wheth-
er this demographic trend of falling fertility contin-
ues, stalls and stabilizes, or reverses again will have
enormous implications for the health and education
systems in the near term and the labor market in the

long term. The echo generation was aged 5-9 in 2018,
placing intense pressures on the education system.
By the end of the 2020s, these same children will
reach working age, bringing another wave of labor
supply pressures.

Egyptians are increasingly, and more equitably, educated

Egypt had some of the fastest growth in the world
in years of schooling from 1980-2010 (Campante and
Chor 2012). From 1980 to 2010, the average years of
education grew from 2.7 to 7.1 (Campante and Chor
2012). Among those aged 25-64 in 2018, men aver-
aged 9.3 years of school and women 7.6 (the average
was 8.4 overall) (Krafft, Assaad, and Keo 2019). The
years of schooling had slowed its growth for recent
cohorts, and there was still a gender gap of a year of
schooling between men and women born in the early
1990s. However, in both 2012 and 2018 there was less
than a percentage point difference in enrollment be-
tween girls and boys aged 6-17, suggesting that as
these generations complete school, Egypt may close
its gender gap in education.

Egypt’s expansion in education has been driven pri-
marily by an increase in intermediate (upper second-
ary) education (Figure 3). While in 1988, just 11% of
the population aged 25-64 had an intermediate de-
gree (14% of men and 8% of women), by 2018 this had
increased to 34% (37% of men and 31% of women). I1-
literacy rates correspondingly fell from 55% (39% for
men and 70% for women) in 1988 to 27% in 2018 (19%
for men and 34% for women). Although, as of 2018,
there remained a substantial share, primarily of older
adults, who were illiterate, at 27% this was no lon-
ger the most common education level, intermediate
(34%) now dominates. Egypt’s increasingly educated
labor force has substantial potential to contribute to
the economy and society — but, as we will see below,
much of that potential remains untapped.
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Figure 3. Egyptians are increasingly educated — and
women are catching up with men

Educational attainment (percentage), by sex and wave,
ages 25-64
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Source: Krafft, Assaad, and Keo (2019) based on data from ELMPS
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Labor force participation fell, especially for educated women

Despite decreases in demographic pressures, labor
force participation rates in Egypt have fallen. La-
bor force participation (using the standard [search
required], market definition) was at a high of 52%
in 2006, fell to 51% in 2012, and dropped further
to 48% in 2018, according to the ELMPS (Krafft,
Assaad, and Keo 2019). Women'’s participation de-
clined from 27% in 2006 to 23% in 2012 and 21% in
2018. We would expect that as Egyptian women
become more educated, their labor force participa-
tion would similarly increase. This is not happen-
ing in Egypt, in part due to the decline of the pub-
lic sector (women'’s preferred employer), the low
quality of jobs created by the private sector, and
the difficulties women face reconciling domestic
responsibilities with work (Assaad et al. 2018; As-
saad, AlSharawy, and Salemi 2019; Assaad, Krafft,
and Selwaness 2017; Barsoum 2015; Selwaness and
Krafft 2018).

A new development, as of 2018, is that men’s par-
ticipation has decreased as well, falling from 80%
in 2012 to 76% in 2018 (Krafft, Assaad, and Keo
2019). This trend has been corroborated by Egypt’s
labor force surveys (LFSs) (Krafft, Assaad, and
Rahman 2019). Participation declined slightly for
men of all education levels (Figure 4). Educated
women’s participation has steadily fallen, while
less educated women have continued to partici-
pate at low rates. For instance, women with an in-
termediate education participated at rates above
40% in 1998, but by 2018, only 20% of this (increas-
ingly large) group participated.




Figure 4. Participation steadily declined for educated women, and recently for all men
Labor force participation rate (percentage), standard market definition, by education, sex and wave, ages 15-64
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Source: Krafft, Assaad, and Keo (2019) based on data from ELMPS 1998-2018

Employment rates fell, especially for youth

Labor force participation has two components: em-
ployment and unemployment. The decline in par-
ticipation in Egypt has been driven by a decrease
in employment. Employment rates declined from
47% to 44% overall (Krafft, Assaad, and Keo 2019).
Women’s employment was as high as 22% in 2006,
but declined to 18% in 2012 and 17% in 2018. Men’s
employment peaked at 77% in 2012 but fell to 72%
in 2018.

The declines in employment occurred especially for
youth and to some extent at prime working ages for
men (Figure 5). For women, employment declined
for youth through age 55. The low rates of employ-
ment of youth and increasingly educated women
are particularly concerning as under-utilization of
Egypt’s human resources. A large share of young
people are NEET (Amer and Atallah 2019). The share
of women aged 25-29 who are NEET has risen from
76% in 2006 to 82% in 2018, while the share of young
men who are NEET rose in all age groups from 15-29,
from 7.2% to 8.9%.
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Figure 5. Employment rates fell and are particularly low for young women
Employment rate (percentage), market definition, by sex, age and wave, ages 15-64
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Source: Krafft, Assaad, and Keo (2019) based on data from ELMPS 1998-2018

Standard measures of unemployment are stable, but dis-
couraged unemployment increased

Unemployment in 2018 (8.2%) was similar to 2012
(8.7%), using the standard (search required) market
definition (Krafft, Assaad, and Keo 2019). Unemploy-
ment increased slightly for men, from 4.2% in 2012 to
4.9% in 2018. It fell for women, from 23.7% to 19.5%
over 2012 to 2018. The LFSs captured additional ris-
ing and then falling unemployment in the interim
between 2012 and 2018 (Krafft, Assaad, and Rahman

2019). At over 20%, unemployment rates remained
highest for educated women (Figure 6). Comparing
2018 to 2012, unemployment rates fell for educated
men but rose for less educated (and younger) men.
Unemployment rates for women were stable for uni-
versity graduates, fell for above intermediate and
intermediate graduates, and rose for less educated
women. Unemployment also continued to extend
into older ages for women, as fewer young women
worked.

Figure 6. Unemployment rates fell for the educated and rose for the less educated
Unemployment rate (percentage), standard market definition, by highest education, sex and wave, ages 15-64
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Although the standard unemployment rate was fairly
stable, the broad unemployment rate, which includes
the discouraged, rose, from 9.6% to 11.1% over 2012 to
2018. The increase occurred for both men (from 4.7%
to 5.8%) and women (from 25.8% to 27.8%). The rise in
broad unemployment suggests Egyptians are increas-
ingly discouraged about their job opportunities. While
they would like to work, they have given up on search-
ing in light of the available jobs.

Making Use of Egypt’s Human Potential

Egypt must take advantage of the window of reduced
demographic pressures. The youth bulge has aged and
the echo is still school-aged. This provides an impor-
tant window of opportunity with reduced demograph-
ic pressures to try to address long-standing structural
labor market challenges. Despite reduced demograph-
ic pressures, labor force participation and employment
have fallen. Unemployment has remained steady, but
discouraged unemployment has risen. These are all
signs of a weak, labor-absorbing paradigm on the de-
mand side of the labor market (Assaad, Yassin, and
Krafft 2018).

To make full use of its human potential, Egypt must
create good jobs that will attract its increasingly edu-
cated youth. Private sector jobs that are reconcilable
with women’s domestic responsibilities are crucial,
as marriage and its domestic responsibilities are a
major constraint on women’s participation. Either
the private sector must have greater flexibility or
domestic responsibilities must be reduced. Time-
saving technologies and a greater role for men in the
home are both solutions to the latter, while job-shar-
ing and home-based employment show potential to
address the former constraint (Krafft and Assaad
2015). The business environment for the economy
as a whole, and competition particularly, play an
important role in job creation (Assaad, Yassin, and
Krafft 2018; Krafft and Assaad 2015).
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