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Towards Summary

G t ®  One of the main challenges facing the Egyptian economy is that
reﬂ e T it is not making the best use of half of the population, as the rate

women'’s participation in the labor force is among the lowest in

Gen d er the world. Worse yet, their participation is declining over time, as
public sector jobs are become scarcer, and the formal private sector
is unable to sufficiently absorb new women entering the labor

Diversity i

. e This phenomenon persists despite growing evidence in support
Zn the of a positive association between women'’s employment and firm

productivity and wages, especially in knowledge-intensive services

WOrkp lace in and high-tech manufacturing.

e If policymakers were to take corrective actions to enhance women’s
E t economic empowerment, they could: (i) adopt policies to mitigate
g yp private sector disincentives to hire women, and improve working
conditions, (ii) directly support segments of the labor market that
employ higher shares of women, such as education and healthcare
provision, as well as export-oriented manufacturers, and (iii),

Rami Galal and improve the business environment for private sector development
Mona Said and employment generation that would empower both men and
women.

The world has witnessed significant improvements in gender equality
over the last few decades, especially in the areas of greater freedoms,
choices, and independence. Progress has been made not only on account
of social and political movements, but also because of the increasing
realization of the negative economic consequences of gender inequali-
ties. Recent studies (e.g., Cuberes and Teignier, 2014; Elborgh-Woytek
et al., 2013) found that countries with low female participation in the
labor market tend to experience lower levels of diversification and out-
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put, and hence economic growth. Not surprisingly,

governments and international organizations are in-
creasingly engaged in devising policies to increase
female’s productive and decent employment.

Egypt is no exception. Despite some improvements
in gender equality over the last few decades, eco-
nomic empowerment remains an elusive quest. Re-
cent data show that Egyptian women suffer from
very low rates of participation and employment,
and these rates are declining over time. Between
2006 and 2012, women's participation rates fell from
27.3% to 23.1%, despite rising educational attainment
at unprecedented levels. Worse yet, the decline was
driven primarily by lower participation of younger
women (Assaad and Krafft, 2015), partly because the
government could no longer absorb them in the pub-
lic sector, and partly because of the limited demand
for them in the formal private sector. In 2012, 49% of
employed women held public sector jobs, compared
with only 20% of employed men. In the same year,
female unemployment rates were 23.7%, compared
to 4.2% for males, and these rates tend to rise with
the level of education.

The Egyptian economy thus has much to gain from
raising women'’s participation in the labour force. The
question is how. There is ample literature exploring
how to expand women’s opportunity sets through
enhancing their skills through education, overcom-
ing social norms such as sexual harassment or un-
safe workplaces and commutes, and accommodating
their strong preferences for flexible working hours
given their household commitments. However, there
is limited work systematically exploring the reasons
why firms may not hire them. This is an important
dimension of the problem if Egypt is to address the
phenomenon of low female participation in the labor
market in the wake of diminished opportunities in
the public sector.

This policy brief attempts to contribute to filling this
gap, drawing on two recent papers by Said et al,,
(2018) and Nazier (2018). The two studies utilize firm-

level data to identify the pattern of women’s employ-
ment in the Egyptian private sector, and to identify
the factors that influence the demand for their skills,
with a particular focus on the link between gender
diversity, firm productivity and wages.

The rest of the policy brief is structured as follows:
The next section presents a set of stylized facts about
women’s employment in Egypt. We then provide
evidence regarding the relationship between gender
diversity, productivity and wages. The final section
concludes with policy recommendations.

Patterns of the demand for women'’s employment in EQypt

Inspection of the latest firm-level economic census
data from 2013 reveals a set of stylized facts about the
pattern of female employment. These stylized facts
go beyond simple averages for the entire sample to
cover various features of women'’s participation by
firm and sector characteristics, such as knowledge in-
tensity, technology, size and export-orientation. This
is because it is known that women’s employment in
Egypt is segregated by occupational sector and firm
size. Our analysis covers all firms in the census, as
well as for firms in manufacturing in particular.

The first stylized fact is about the concentration of fe-
male’s employment in the full sample across sectors.
We look at both the share of women’s employment in
a firm, as well as the level of gender diversity within
firms (as firms could also be dominated by women).
We measure gender diversity using a dissimilar-
ity index, which ranges from 0 to 1, increasing with
greater diversity. We also divide the sample into four
sectoral categories: KIS — Knowledge-intensive ser-
vices, LKIS — Less knowledge-intensive services, HT
— High-technology manufacturing, LT-MLT — Low-
technology manufacturing. The results are shown in
Figure 1, which indicates that the share of females in
KIS is over 30 percent, compared to approximately 10
percent in LKIS, but only 6 percent and 5 percent in
HT-MHT and LT-MLT respectively. In other words,
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firms operating in KIS employ men and women to-

gether more so than other sectors, followed by HT-
MHT, LKIS, and LT-MLT.

Figure 1. Distribution of female share and gender
diversity by sector
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The second stylized fact has to do with women'’s
employment by firm size, defined by the number of
workers such that huge >=1000), large 250-999, me-
dium 50-249, small 10-49, and micro 0-9. The results,
shown in Figure 2 below, clearly indicate that female
shares and gender diversity are consistently greater
in larger firms.

Figure 2. Distribution of Female Share and Gender
Diversity by Size
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The third stylized fact is concerned with firms in
manufacturing. As noted previously, the share of
women in manufacturing is relatively small com-
pared to the service industry. However, as shown in
Figure 3, there are some noteworthy patterns within
manufacturing. Women tend to be employed in for-
mal as opposed to informal firms. They are more
likely to work in an exporting firm rather than the
ones dedicated to producing for the local market. As
such, the share of women in total employment is 19%
in exporting and 3.5% in non-exporting firms. Wom-
en also tend to be employed in larger firms, rather
than smaller ones. There is no systematic difference
based on firm age.

Figure 3. Average Share of Female Employees by Firm Characteristics
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Gender diversity, productivity and wages

Before turning to the policy implications of the above
clustering of women’s employment around certain
firms and sectors’ characteristics, it is useful to ex-
plore the relationship between this pattern and pro-
ductivity and wage differentials. Presumably, this
explanation is essential if we are keen not only on
enhancing women’s participation, but also on boost-
ing economic growth.

To this end, we sought to find meaningful asso-
ciations between gender diversity, productivity
and wages, using the Egyptian Economic Census
2013. What was done specifically was an attempt
to explain the variations in productivity in terms
of female diversity, controlling for firm and sec-
tor characteristics. Our findings are summarized
below.

Overall, there is a close association between firm
size and productivity per worker. Figure 4 shows
the share of female employees on the vertical axis,
and value added on the horizontal axis. The mark-
ers denote the average of all firms by the five afore-
mentioned size categories ranging from micro to
huge and the color denotes the industry classifica-
tion (four categories). At the sectoral level, the fig-
ure indicates that productivity is greatest among
huge KIS firms, and medium to huge HT-MHT
firms. This observation is consistent with opin-
ion surveys that suggest working conditions are
important to women in deciding whether to ac-
cept job offers, particularly regarding exposure to
gender based violence or harassment (Assaad and
Arntz, 2005). There is little or no legal protection
for women in microenterprises, and consequently
they are less likely to accept employment in such
cases. While female shares are higher among KIS
firms across all sizes, they are especially concen-
trated among the medium to large firms within
this sector.

Figure 4. Female Share and Value Added per
Worker
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A similar observation holds with respect to wages, as
shown in Figure 5, where for the most part, produc-
tivity and wages follow a similar pattern. The largest
firms in the KIS sector pay the highest wages, fol-
lowed by HT-MHT, LT-MLT and LKIS.

Figure 5. Female Share and Wages per Worker
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Note: The size of the circle denotes firm size.

These results suggest that gender diversity is posi-
tively associated with productivity and wages in the
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knowledge-intensive service sector, but not in manu-

facturing, especially lower-technology manufactur-
ing. The explanation may be that higher gender di-
versity increases heterogeneity of beliefs and values,
and thus may be linked to greater critical thinking
required in knowledge-based industries. This may
not apply to lower-technology manufacturing indus-
tries, where homogeneity of the workforce could be
more beneficial.

Policy recommendations

Clearly the level of women’s participation in eco-
nomic activity in Egypt is not commensurate with
ambitions for high economic growth and prosper-
ity. The challenge is to identify actions to reverse this
misfortune and to implement them. On the basis of
the previous discussions, some policy recommenda-
tions emerge.

Firstly, the government could adopt policies to im-
prove working conditions and mitigate private sector
disincentives to hire women across sectors. Women
have to reconcile their workload with their functions
as wives and mothers due to local gender norms. For
these reasons, women tend to have frequent career
interruptions or, are at least, less willing to work
overtime. In that regard, shorter working hours with
appropriate salary adjustments, and more work
shifts, are options that may reduce turnovers and ab-
senteeism. In addition, safe transportation as well as
a system of protection against social misconduct and
harassment in the workplace are ways to revive the
incentive for women to work. On the demand side,
the disincentive of employers to hire women is the
additional costs they incur such as mandated mater-
nity leave. This can be remedied by a shared effort of
the government to bear the cost of such leaves from
social insurance funds, for instance, and to enforce
the law on mandatory facilities to accommodate chil-
dren during working hours.

Secondly, and more directly, the government could
adopt policies in support of the sectors where wom-
en are most productively employed. These include
knowledge-intensive service firms, larger firms
across sectors, and exporting firms within manufac-
turing. It is difficult to articulate the desired policies
concretely here, but reforms aimed at improving the
quality of on the job training, women business net-
works, finance for women entrepreneurs would fa-
vor women’s employment and entrepreneurship in
the knowledge-intensive services sector. Similarly,
efforts to attract foreign direct investment in knowl-
edge intensive industries through loan accessibility,
subsidies and tax alleviation all work in this direc-
tion.

Finally, the government can institute policies that
promote private sector development and employ-
ment generation in general, which will empower
both men and women. Firms in formal, more dy-
namic and productive industries and services in the
private sector in Egypt face a host of obstacles, such
as the prolonged process of registration, constrained
access to credit and inadequate labor-job matching
channels. A more enabling formal private sector
business environment is especially important since
the room for providing women more jobs in the pub-
lic sector is fiscally costly and less productive.

These reforms would go a long way towards improv-
ing the opportunity for women to participate in the
workforce, which would both benefit them individu-
ally and society at large.
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