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Background

The Middle East and North Africa (MENA) region has the highest youth unemployment rates
in the world, estimated at 24 percent in 2009 compared to a worldwide average of 13 percent
(ILO, 2011). Furthermore, youth employment rates in the region are the lowest in the world.
While this is largely driven by low female labor force participation rates, male participation
rates are also low. This situation has persisted for a generation, suggesting that the issues
involved in youth employment outcomes are structural and require policy responses at the
institutional level including in labor market regulations and educational systems (Dhillon and
Yousef, 2009).

The youth employment situation is even more acute in the Gulf, where unemployment rates
among young nationals exceed 35 percent — ranging from 40 percent in Saudi Arabia (2009)
to 11 percent in Qatar (2010)'. Within the Gulf, the issue is not one of poor economic
outcomes or weak job creation, as evidenced by the above average GDP growth rates over the
past two decades and the high inflows of migrant workers into labor markets. Rather, it is
primarily one of labor market entry and economic exclusion, with young Gulf nationals taking
months, sometimes years, to secure their first job.

! Qatar is the only MENA country in which the youth unemployment rate (among nationals) is lower than the
worldwide average of 13 percent.



A number of factors have contributed to the youth employment situation in the Gulf (World
Bank, 2004). On the supply side, a demographic wave has increased the share of young
people in the population and subsequently labor supply pressures. While the “youth bulge” is
retreating elsewhere in MENA, it remains high in the Gulf and may have contributed to the
recent increase in youth unemployment. At a structural level, the education system has also
played a role. While access to education has improved, quality has lagged behind with schools
unable to help students develop basic and technical skills, creating a skills mismatch between
job seekers and the labor market (World Bank, 2008). In addition, strong family support
structures have encouraged prolonged job search among young people waiting for the right
opportunities to fall into place (O’Higgins, 2003). Finally, female labor participation remains
particularly low, due to a combination of economic barriers and conservative social norms.

On the demand side, young people in the Gulf face labor markets rife with structural
distortions. The public sector continues to attract young people with higher wage and benefit
packages and better job security than the private sector. When asked in a recent Silatech-
Gallup poll whether they would prefer working in the public sector to the private sector or
starting a business, between 60 and 80 percent of Gulf youth favored the public sector
(Silatech / Gallup, 2009). This reflects a legacy of the public sector being the engine of job
creation for nationals, part of a social contract dating back decades that rewards higher
educational attainment with access to low-productivity and high-pay government jobs

The private sector in the Gulf has traditionally been characterized by family businesses, where
low-wage low-skill employment is taken up by migrant workers and employment. Even as
foreign and domestic private investment has increased, firms have continued to favor the
hiring of expatriate workers, who generally have lower wage expectations, require less
training and are subject to more flexible labor market regulations. As a result, economic
growth in the region has mainly been due to factor accumulation and very little due to gains in
productivity that would have come from sound education and labor market systems (Pritchett,
2001). Moreover, despite policy efforts to nationalize labor forces, segmentation of the
workforce by nationality — with the public sector dominated by nationals and the private
sector dominated by foreign workers — has continued.

The Gulf countries share many of the issues above with other countries in the region. Indeed,
youth employment indicators are surprisingly similar across the MENA region. However, the
relative economic wealth of resource-exporting, labor-importing Gulf countries tends to
magnify outcomes as compared to the resource-poor, labor-exporting countries of the region.
The availability of income from natural resources in the Gulf has meant that citizens receive
economic benefits from government redistribution of welfare and intervention in markets
(Desai et al. 2009). Thus, Gulf youth can afford to wait even longer than their counterparts in
other countries for the right opportunities, and they may expect to be entitled to a share of the
national wealth in the form of a public sector jobs with high wages and benefits. As a result,
the incentives and choices facing Gulf youth require more substantive reform policies and
programs in order to change prevailing attitudes and behavior.



Motivation

Much research has gone into studying the issues of youth unemployment over the past decade.
Furthermore, Gulf governments have been introducing programs and policies aimed at
addressing the youth employment situation, with little or mixed evidence of overall impact.
These include reforms of the education system, efforts to increase the numbers of nationals in
the workforce through wage subsidies and quotas, scholarship programs aimed at promoting
the development of knowledge economy skills, and more. Ultimately, Gulf countries need to
plan for a day when economic rents of their natural resources fall and they need to find ways
to restructure their formal and informal institutions to improve the ability of the education
system to graduate young nationals with marketable skills and to increase the capability of the
private sector to create good sustainable employment opportunities for young nationals.

The aim of this workshop is to delve deeper into the realities of the youth employment
situation in the Gulf and to take stock of what has been done and what has been learned over
the past decade. The workshop will be a forum for discussing new ideas and revisiting old
ones by applying lessons learned. The topic of youth employment takes on special
significance and urgency in light of the Arab Awakening. The high rates of youth
unemployment and the lack of economic opportunities has been cited by many as one of the
contributing factors to the unrest that has swept through the region, in addition to other factors
such as social and political exclusion.

Some of the questions and issues that might be addressed in the workshop include:

e What are some of the new theoretical and empirical understandings surrounding the
issues of youth employment and unemployment in the Gulf? To what extent has
economic diversification (or lack thereof) affected youth employment outcomes?

e Have educational reforms and programs aimed at improving employability skills been
successful in increasing employment and meeting the needs of workers and employers?

e How are labor market policies in the private and public sectors being aligned to lessen
the structural distortions caused by relatively generous packages in the public sector?

e To what extent have migration policies and efforts to increase the number of Gulf
nationals in the workforce succeeded? How can these policies be improved?

e What labor market reforms are being introduced in the Gulf, especially those involving
new approaches to dealing public sector employment? Have they been successful?

e How has gender issues evolved over time, especially those pertaining to education,
employment, and entrepreneurship? What policies are addressing gender imbalances?

e Has the Arab Awakening affected labor market policies and reforms to the existing
social contract, including policies to increase social, economic, and political inclusion?

e How have institutions in labor markets evolved and reformed over time and how has
this affected issues such as youth economic inclusion and marginalization?



Significance of Topic to the Expansion of Gulf Studies

The issues surrounding youth employment are at the core of many policies and programs
being discussed and developed by Gulf countries. Indeed, youth employment is an entry point
to addressing wider issues, including educational reform, investment climate, diversification,
migration policies, active labor market programs, social protection, social and cultural norms,
political inclusion, and more. By addressing the topic of youth employment, the workshop
will be able to inform and contribute substantively the wider space of Gulf studies.

Workshop Director Profiles?

Tarik M. Yousef is the CEO of Silatech, a not-for-profit organization that aims to empower
young people in the Arab world by connecting them to opportunities for employment,
enterprise, and civil engagement. Prior to joining Silatech, he was the founding Dean of the
Dubai School of Government. He joined the School from Georgetown University, where he
held the positions of Associate Professor of Economics in the School of Foreign Service, and
Sheikh Sabah Al Salem Al Sabah Professor of Arab Studies at the Center for Contemporary
Arab Studies. An expert on the economies of the Arab world, he received his Ph.D. in
economics from Harvard University with specialization in development economics and
economic history. His current research interests include the study of youth inclusion, the
political economy of policy reform, and development policies in oil-exporting countries. Dr.
Yousef's policy experience includes working at the International Monetary Fund, the Middle
East and North Africa Region of the World Bank, and the Millennium Project at the United
Nations. At present, he is a Senior Fellow at the Brookings Institution. He has contributed
numerous articles and chapters, and co-edited several volumes including Generation in
Waiting: The Unfulfilled Promise of Young People in the Middle East; (Brookings, 2009).

Nader Kabbani is Director of Research and Policy at Silatech, a not-for-profit organization
that aims to empower young people in the Arab world by connecting them to opportunities for
employment, enterprise, and civil engagement. Prior to joining Silatech, Kabbani was the
founding Director of the Syrian Development Research Centre at the Syria Trust for
Development, a non-profit NGO based in Damascus. He has also served as a faculty member
with the Department Economics at the American University of Beirut and as an Economist
with the Economic Research Service of the U.S. Department of Agriculture. Kabbani
obtained a B.A. in Economics from Claremont McKenna College in 1992. He was selected as
a California State Senate Fellow and worked with the State Senate Office of Research
between 1992 and 1994. Kabbani went on to complete a Ph.D. in Economics at the Johns
Hopkins University in 2001. Kabbani currently serves a Non-Resident Scholar with the Issam
Fares Institute for Public Policy and International Affairs at the American University of Beirut
and is an elected member of the Board of the NGO Platform in Syria. Kabbani has published

2 This workshop was initially proposed and developed by Mohamed Ramady, Professor in the Faculty of Finance
and Economics, King Fahd University of Petroleum and Minerals and Andy Spiess, the founder president of the
Gulf Cooperation Council (GCC) Network for Drylands Research and Development (NDRD).



articles in numerous journals, including Teachers College Record and Journal of Human
Resources and has contributed articles to a number of edited volumes.
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