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1- Introduction :

The objective of this paper is twofold..Fifst,'to find out
the government policies that have had an impact on the la- '
bour market ; and second , to examine those impacts by ana-
lysing the development in the levels and structures of un-
employment, employment -and wages in Egypt.'

Two-points should be made clear. First, the examination of

the labour force data available in Egypt shows that the Po-
pulation Census is, relatively speaking, the most depsndablg,
source in this regard. Thus, the bulk.of the analysis will

be between 1960 and 1976, where the last two Population Cen~
suses were carried out 1. However, to carry out the analysis
as close as possible to the present point of time the second
best alternative source of the labour force data - the Labour
Force Sample Surveys - will be used only to indicate the trend
of the changes in the labour market after 1976 and up to 1980

( the latest data avallable ), whenever the data allow 2.

*  IBM-Cairo Scientific Center and El-Azhar University.

(1) There was a Populatlon Census in 1966, but th1s was just
a sample survey of questionable qua11ty.

(2) It is worth noting that the unemployment and employment
data in the Labour Force Sample Surveys are less disag-
gregative than the comparative data in the Population
Census. Consequently, the extension of the analy51s to
1980 is not feasible in all cases.

/.2



/o2

Second, the'changes in the unemployment and employment
cannot be related explicitly to the government policies

that have had impacts on the labour market in Egypt. This

is not only because of the nonavailability of a consistent
time series data that cover the period under consideration 1,
but also because of the difficulty of ascribing a certain
change in unemployment and/or‘employmenf to a specific po-
licy. But, since the hentioned policies have direct and in-
direct effects on the labour market, their combined effects
are certainly réflected in the change in the unemployment
and’empIOYment structures in Egypt. Thus, our analysis of .
the impact of the government policies on the labour market
will be made by analysing the changes that took place in the
levels and structures of the unemployment and employment in
Egypt dufing 1960~1976,:and up to 1980 whenever the data al-
low . The same applies to wages as well.

Thus the paper will be divided into four parts besides the
introducﬁion.vpart two'includes the main policies that were
adopted since 1960 and‘ére expected to have had impacts on
the labour market. Parts three and four analyse the unemploy-
ment and empiOYment dimensions of the labour force in Egypt
since 1960. Part five discusses the mechanism of wage deter-
mination and wage structure in the Egypfian labour market.

(1) Since the data that we shall mainly depend upon- the
Population Census data - are available only at two
points of time, 1960 and 1976.
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2- From Government.Policies.tb‘Labour Market

We shall d1fferent1ate between two types of p011c1es in
~terms of thelr impact on the labour market. The first type
affects the labour market directly through its impact on
the demand or supply sides of the labour market, . while the
second type atfects.thevlabour market ( specifically the
demand side ) indirectly through its'impact4en the sectoral
structure of the,ecoﬁomy. ‘ B

A-}Poiiciesvwith Direct Impacts on the Labour Market:

The main government policies which were applied since 1960
and had a direct impact.on the labour market: - through af-
fecting the supply side and/or the demand side of the market—
are the following :

(1) Shortenlng the work week in the pub11c enterprises
from 48 to 42 hours-in 1961/62(1)
(ii) extending: free education to the unlver31ty
level since. 1962 (2) ' :
(111) guaranteeing a job for the graduates ‘of in-
~ termediate and university levels since 1962,
(1v) the lengthening of the military draft perlod
between the 1967 and 1973 Arab-Israeli wars,
( v) liberalizing regulations for the em1grat10n
of the Egyptians after 1973. ‘

(i)Shorteninggthe work week in the;public enterprises
from 48 to 42 hours in 1961/62. This had a once-and-
for-all effect on the demand 51de in the labour mar-
ket. ' ' o

(1) B. Hansen-,"Long-Term Trends in Egyptian Labour Market
from Labour Surplus to Labour Shortage'", a paper prepared
for the ILO comprehensive employment. strategy mission to
the Arab Republic of Egypt, Cairo, 1980, p.15.

(2) Up to that date, free education was prevailing in the.
primary and secondary school levels only.
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It 1ncreased the demand for labour in the public
sector to make up for the reduction in the wprk1ng
hours. As a result of this policy and the policy of
guaranteeing a job for the graduates of intermediate
and university level, which has been issued about the
same time, there has been a special public employment
drive in the early sixties, specifically after the
Nationalization Acts of 1961 which unshered in what
may be called the "socialization period" in Egypt
that lasted during'the sixties.

InSitutng free tuition fees for education at the
university level.,

This was also one component of the '"socialization"
package. Since 1962, free tuition fees for education
has been extended to cover all levels of education
and not only the'primary and secondary levels as it
was before. This policy is supposed to affect the
supply side of the labour market. Having free edu-
cation allows those people who could not afford to
continue their high-level education to do that and
hence postpone their entrance in the labour market.
However, two points should be noted here. First, in
a country like Egypt, where the average income is
low, free education is a necessary but not a suffi-
cient condition to drive people towards more educa-
tion and less work at the early age. This is because
the private cost of education does not consist only
of paying the school or university fees, but also of
the opportunity cost of goihg to this school or uni-
versity. By the opportunity cost it is meant the in-
come that the children or youth will forego when they
g0 to school instead of going to work. In the poor
families, who represent the majority in the Egyptian
society, this "opportunity cost" factor weights hea-
vily, we believe, in their decision to let thelr ‘
chlldren continue their education or not.
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It is quite understandable that in this case the

" low present income " which they will get when

they send their children to work will weight more

than the " high expected income " that they will

get in the future if they allow their children to
continue the education path or just part of it.
Actually, the main question is how long the family

can afford to "wait" before being able to get inco-

me from their young members, and not only whether

it can afford to pay their education fees or not.
Moreover, there are other expenses, besides fees,
which the family has to bear if the children con-
tinue their education, like paying for school sup-
plies, clothes, transportation, etc. The second

point we like to mention is that although, the res-
cinding of the education feés is still effective,
education cannot be considered a free good at present.
This is because,with the high ratio of student/teacher
prevailing now and the consequent deterioration of the
quality of education, taking private lessons has beco-
me a must for many students to be able to pass their

examinations.

(iii)Adopting a '"guaranteed employment' policy for graduates

of intermediate schools and universities. In 1962, when
this policy started, it allowed for the old graduates,
who were unemployed, to apply for jobs in the public
sector and were guaranteed ones. This was discontinued
later, and this policy became applicable to the fresh
graduates only . According to this policy, the inter-
mediate and high level graduates apply for public sec-
tor jobs through the Ministry of Manpower and Vocational
Training, which at the same time Solicit the requests
for graduates from government institutions and public

enterprises.
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This policy affects both sides in the labour market.
On the demand side, guaranteeing a job for the in-

~ termediate and high-level graduates makes the govern-
ment responsible to create jobs for these graduates.
The government meets this commitment by hiring them
in the public sector - the only place it can allocate
them to (1) . increasing, thus the demand of the pu-
blic sector for labour in general, and for those with
intermediate and university education levels in par-
ticular. On the supply side, by making intermediate
and high-level education more attractive ( since
students do not really run the risk of being unem-
ployed after graduation ) it is supposed to delay
the entering of the children and youth to the labour
market. Having free education and being guaranteed a
job as well after graduation, makes education worthy,
as long as you can afford the opportunity cost of the
education period. Consequently, this policy is sup-
posed to affect also the quality of the labour supnlied by

(1) However, recently, the public enterprises were no
longer obliged to hire the graduates if they have
no need for them. This leaves the graduates to be
hired in the government institutions only. It has
been also announced by President Sadat 1981 that
the new graduates will be employed in the government
institutions outside Cairo governorate.



increasing the relative share of the educated in
general, and those with intermediate and higher edu-
cation levels in particular, vis-a-vis the non-edu-

(1)

this policy on the educated labour as follows :

cated labour . One may summarize the impact of
it increases the supply of the educated labour with
intermediate and high education levels and also it
increases the’démand forrthem (2) . However , the
impact of this policy on the unemployment of this
group - and hence its impact on the educated labour
unemploymenf (3) . is not zero as one might think
This is because the government does not create jobs
for the new graduates.in the same year of their gra-
duation as it used to be in the sixties. Now they
have to wait unemployed for three to four years after
graduation until'they get a government job (4)

(1) This implies a direct relationship between education
and the improvement in the quality of labour, which
"is supposed to be true. This is because the educated
labour as compared to the illiterate one is supposed
to be able to learn new skills more easily, be more
efficient, broadminded, etc.

(2) Since the government is responsible to provide a job
for every intermediate and high level graduate.

(3) By educated labour we mean all those who have primary
and higher levels of education. Therefore, if the im-
pact of this policy is for example, an increase in
the unemployment of the intermediate and higher level
graduates, this would have led to an increase in the
unemployment of the educated as a group, since those
‘'with intermediate and high education levels are just
a subgroup of the total.

(4) For example, the intermediate education level graduates
of 1977 and the university graduates of 1978 are offe-
red government jobs in 1981 - see, E1 Ahram - a daily
newspaper, Cairo , 2.6.1981.
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Moreover, the gradual lengthening of the lag period
between the supply of and the demand of the new gra-
duates - i.e. the gradual lengthening of the waiting
period of the new graduates - increases the rate of
growth of the unemployment of the educated labour

than in the case when this 1lag beriod has been kept
constant (1) . For example , in the beginning of the
application of this policy, the new graduates used

to be hired in the same year of their graduation ;
then a waiting period of one year after graduation
developed and this waiting period grew longer gra-
dually until it is now four years for the intermediate
education level graduates and three years for the uni-
versity graduates. The contribution of this policy to
unemployment can be seen clearly by the fact that in 1976,
for example, the share of the newly unemployed with
intermediate and higher education levels in the total

newly unemployed is 31.8 % (2]. |

(1 Since, when the lag period is constant, three years
for example, this means that those who graduate in
a certain year take the place on the unemployment
queue of those who graduated three years ago and now
get government jobs. The increase in unemployment in
that year will be equal, then, to the difference bet-
ween the numbers of the two groups ( the new group of
graduates is probably larger than the old one ). But,
if the lag period is extended by one year, for example
(i.e. it becomes four years ), then, the increase in
unemployment in the year where the extension takes
place, will be equal to the total number of the new
graduates.

(2) Calculated from Table 4 in the text.
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(iv) Lengthening of the military draft period after the 1967 war

and until the 1973 war.The military draft period, was

extended to five and six years in some cases. This has
probably had contradictory impacts on the supply of la-
bour in the labour market: First, it decreased the supply

(1

of the primary workers , since lengthening the draft
period means delaying their entrance -or re-entry- in the
labour market (2). Second, it increased the supply of the
secondary workers in the labour markeéP)This is because

the low-income families might be obliged to let their fe-
male and/or old age member(s) and/or children enter the
labour market and look for a job to support the other
members of the family as long as the breadwinner of the
family is in the army. In other words, some of the female
and old age workers and children who have entered the labour
market in the late sixties and early seventies have done

so mainly because the male workers(s) in the families stay

for a long period in the army with nominal salaries (4).

(1) Primary workers consist of all male workers in the age
group 15 - 60 years.

(2) The conscripts are most probably not included in the labour
force in the population census of 1960 and 1976 although
nothing regarding this issue has been stated openly in the
Census. This conclusion has been reached by El-Issawi and
Hansen after examining the data; see Hansen op.cit., and
El-Issawi,"Employment Inadequacy in Egypt', a paper prepared
for the ILO comprehensive employment strategy mission to the
Arab Republic of Egypt, Cairo, 1980.

(3) The secondary workers as defined in the relevant literature,
are children and teenagers, the females, and the old male
workers. Although we find it difficult to accept the prevai-
ling concept that the working females in the age group of
15 - 60 years are considered '"secondary'" and not'primary"
workers as the working males in the comparative age group,
we continue including them in the '"'secondary'" workers group
to ensure comparability with other studies in the literature.

(4) The conscripts (educated and non-educated) get nominal salary
during their military draft period. Only two categories get
salaries comparable to their civilian counterparts after their
first year of conscription. These are the conscripts (educated
and non-educated) who were employed in the public sector be-
fore being drafted, and the intermediate and high level gra-
duates, who were drafted after graduation but were allocated
to public sector jobs by the Ministry of Manpower (according
to the policy of guaranteeing jobs to the graduates) during
their military draft period. All the others, who were working
in agriculture and other private sector activities, and who
represent the majority, continue ontheir nominal salary during

their drafting period.



0/0010

This may be considered as an '"additional worker'" effect
although its causes are quite different from the causes
creating this phenomenon in the developed countries.
While the developed countries experience the additional
worker effect in the slack periods when the primary
workers could not find a job and, hence, the secondary
workers enter the labour market to support the members

of the family. Egypt, we think, may have experienced the
same phenomenon during the period between the 1967 and
1973 wars, when the primary workers are in the army and
the secondary workers have to take a job to support their
families. The final outcome of these two impacts on the
supply side of the labour market depends on which of these
impacts is larger : the decrease in the supply of primary
workers or the increase in the supply of the secondary
workers. However, this final outcome cannot be measured
quantitatively because of the nonavailability of data
showing the decrease in primary workers employment due

to drafting on one hand, and on the other hand, the im-
plausibility of seperating the increase in the employment
of the secondary workers due to the lengthening of the
drafting period and the increase in their employment due
to other reasons ( like inflation, the increase in the
number of educated females, etc. ). '
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Opening the door for the Egyptian labour to
emigrate.This took place especially after the 1973
war. The majority of emigrants go to the arab oil

producing countries. This policy has positive as
well as negative effects on the supply side of the
labour market. By allowing labour to emigrate, their
supply in the economy decreases and, given the pre-
vailing level of the demand for labour, unemployment
falls, which is certainly a positive impact. The ne-

gative impact is represented by the fact that those

who can easily find jobs in the receiving countries
are the relatively "highly qualified" labour; the
result is creating shortages in the country with
respect to some qualifications ( like the acute shor-
tages in skilled labour which Egypt is experiéncing
at present, for example ). Thus, one may say that
this policy has a positive impact on the quantity

of labour domestically supplied (by decreasing it)
and a negative impact on the quality of this supply

( by deteriorating it ).

Another way of examining the impact of the emigra-
tion policy on the labour market and reach the same
conclusion regarding its impact on unemployment is
to look at it from the demand side. This policy, by
allowing the Egyptian labour to be demanded by fo-
reign countries, it does increase the total demand -
domestic and foreign - for Egyptian labour. Given

a certain level of labour supply, the excess supply
decreases and hence, unemployment falls.

eolees
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B- Policies with Impacts on the Sectoral Structure

of the Economy :

The Lgyptian economy has undergone structural changes since
1960. These changes should have had impacts on the demand
side in the labour market. This is because the demand for
labour dependé mainly on the sectoral composition of the

GDP -and the methods of production used in these sectors to
produce the output that meets the aggregate final demand for
goods and services ; i.e. the demand for labour is a derived
demand. We shall be interested in this section in'showing the
main economic policies that are expected to have had impacts
on the structural composition of GDP and the development that
took place in this structure since 1960, attempting to find
out whether or not those changes have been in favour of more
employment in the economy. '

The main policy that has affected the economic structure in
Egypt in the sixties is the planning policy. The implementa-
tion of the first five-year plan during the first half of the
sixties together with the application of the Nationalization
Acts -in 1961 are expected to have had effects on the struc-
ture of the Egyptian economy. The first five-year plan (1960/
61- 1964/65 ) transferred the Egyptian économy from a market
economy to an economy gearéd to planning. A main feature of
this plan was giving greater emphasis to the manufacturing
sector. In 1961- i.e. one year after the beginning of the
five-year plan - the Nationalization Acts were announced and,
accordingly, a large public sectof was created ; the implemen-
tation of the plan became mainly the responsibility of the
government. The termination of the five -year plan was followed by

Y AN



/.13

"annual' plans and the Egyptian economy continued to be

described - at least officially - as a "planned" economy (1.

Another important economic policy that has been announced

in the seventies and is having structural impact on the
Egyptian economy is the open-door-policy. This policy whose
main emphasis is the encouragement of the expansion of the
private sector, has started in 1974 and, hence, one cannot
expect to see its impact reflected inthe economic structure
prevailing in 1976. This means that the sectoral composition
of GDP in 1976 as compared to 1960 is mainly the product of
the planning policy undertaken at the beginning of the sixties
and the performance of the economy during the second half of
the sixties and the first half of the seventies. This economic
performance has been affected by the two Arab-Israeli wars in
1967 and 1973. The 1967 war in particular has had negative im-
pact on the economic growth of the country. After the war the
first priority in the allocation of resources was not given to
economic development but rather to the rebuilding of the army,
which is quite natural. This was reflected in the low rate of
growth achieved by the economy between the two wars ( i.e. du-
ring 1967-1973). In 1975, the economy started to take off again
in terms of its rate of growth (2).

One may expect that the impact of the open-door policy on the
economic structure has been reflected to some extent in 1980.
Thus, the sectoral composition of the GDP in 1960 will be com-
pared with the sectoral structure in 1976, where the latest Po-
pulation Census (our main source of the labour force data) was
carried out, and with the sectoral structure in 1980.

(1) A second five year plan was supposed to start in 1965. But
it was postponed for two years to allow- according to the
official announcement- for the completion of the projects
that had not been finished during the first five year plan.
In 1967, the Arab-Israeli war broke out, and the second
five year plan never started.

(2) The rate of growth of GDP (at factor cost) was 9.8% in 1975
as compared to an average annual rate of growth of 2.9% du-
ring 1966-71 ; see the World Bank, Economic Management in a
Period of Transition, op.cit., vol.6. p.Z24.
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Comparing the structure of the Egyptian economy in terms

of the relative share of the different economic activities
in GDP in 1960, 1976 and 1980, one finds from Table (1)
that the sectors whose relative shares in GDP have fallen
in 1976 as compared to 1960 and continued the same trend
through 1980 are agriculture and services. The share of the
service sector fell from 27.2% in 1960 to 22.7% in 1976 and
to 20.9% in 1980 . The share of the agriculture sector fell
from 29.5% of GDP in 1960 to 28.5% in 1976, and then to
22.5% in 1980. Since the agriculture and services sectors
are the two most important sectors in terms of employment

( they include more than two-thirds of the employed labour
force) (1), and since the two sectors apply relatively more
labour-intensive methods of production as compared to the
other sectors in the economy (they have respectively the
first and third lowest output/ labour ratio (O/L) in the
economy (see Table (1) ), one may argue that these structu-
ral changes have not been in favour of creating more employ-

(2)

ment in the economy

(1) See table 5 in the text.

(2) The conclusion that the development of the economy has
' not been conducive to more employment was almost rea-
ched by Hansen. However, his analysis was based on exa-
mination of government investment policies rather than
the development in the sectoral composition of the eco-
nomy. He states that government general development and
investment policies cannot be given credit for the long-
term employment expansion in the economy. Government in-
vestment projects are mostly on the capital intensive
side and are not particulary employment oriented ; see

Hansen, op. cit., p. 14.

ofees
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The Gross Domestic Product (GDP) and the Output/Labour
Ratio (O/L) in 1960, 1976 and 1980

Source : The GDP colums are taken from: the World Bank,
Economic Management in a Period of Transition, op. cit.,

vol. 6, p.23, and the National Bank of Egypt, Economic

Bulletin, vol. 35, no. 1, 1982, Table 6/1 (a) In arabic.
The O/L colums are calculated by using the GDP data in
this Table and the employment data in Tables 6 and 7 in
the text for the years 1960/61 and 1976, and the employ-
ment data in the National Bank of Egypt, ibid., (Table

6/4 (a) for 1980."

1960/61 1976 1980
’ Ecoqomig GDP (at.cur- GDP(at cur- GDP (at cur-
Activities rent prices) |O/L rent prices)| O/L rent factor |O/L
_ (LE (LE cost) (LE

LE Mil4 per LE Mil- per LE MiI- per

lions % worker) | lions % worker)| 1lions % |worker)
Agriculture 402.7 }29.5 91.4 1553.0 | 28.5] 318.3 2668.0 | 22.5 | 636.3
Industry, Pet |
roleum and _
Mining 285.6 [20.9 |393.9 1302.6 | 23.9| 930.4 3805.0 | 32.0 }2685.3
Electricity 12.2 | 0.9 |338.9 77.5} 1.411250.0 110.0 0.9 §1743.3
Construction 44.2 | 3.2 |279.7 249.0] 4.6} 587.3 596.0 5.0 | 834.4
Transport and : 1
Communication| 102.2 | 7.5 |[397.7 355.3] 6.5] 741.8 1004.0 8.4 |1842.5
Trade and
Finance 145.1110.6 |230.3 680.0) 12.5} 720.3 1212.0 | 10.2 | 998.1
Services2 371.5| 27.2 |267.8 1237.7] 22.7} 606.1 2487.0 | 20.9 | 854.6
TOTAL 1363.5[100.0 | 179.5 5455.1}100.0| 533.2 | 11882.0 {100.0 [1074.6

m Including the Suez Canal

(2) It includes housing, public utilities, and other services.
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Dimensions of Unemployment

The Evaluation of the Labour Force Data in Egypt

There are different sources for the labour force data

~in Egypt. These sources differ amoﬁg themselves, not

only regarding the size of the estimated labour force

" but also regarding the trend of unemployment over

the same period. The main source of the labour force
data in Egypt are : the Population and Housing Census
and the Labour Force Sample Survey ! . Both are car-
ried out by the Central Agency for Public Mobilization
and Statistics (CAPMAS) . The latest two population
censuses were carried out in 1960 and 1976 2, In bet-
ween there was a Population Sample Census in 1966,

which was just the enlarged results of a sample of ques-
tionable quality. The Labour Force Sample Survey was
carried out on a yearly basis since 1957 with the excep-
tion of the yeafs 1965-1967 and 1976. The latest one

was in 1980. The Survey sample is drawn from the frame
of the latest'population census.

This is a major drawback which the Labour Force Sample
Survey suffers from, since the further away is the Sur-
vey from the census date, the less representative the
sample will be of the population it is supposed to re-

present.

(n

(2)

For a sﬁrvey of the labour force data sources in Egypt,

'see I.H., El-Issawi, "Employment Inadequacy in Egypt",

a paper prepared for the ILO comprehensive employment
strategy mission to the Arab Republic of Egypt, Cairo,
August 1980, p.44. ' '

Egypt's first census in modern times was conducted in
1882. The second census was taken in 1897. Since then
and until ‘1947 the census was carried out once every
ten years.
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Comparing the labour force data in the two sources -

the Population Census and the Labour Force Sample Survey -
one finds significant discrepancies between them. The
largest discrepancy between the two sources appears in
the unemployment data . While the unemployment rate fell
from 4.8% in 1960 to 2.8% in 1976 according to the Labour
Force Sample Surveys 1 s At rose from 2.2% in 1960 to
7.7% in 1976 as reported in the corresponding Population
Censuses. Am attempt was made by El-Issawi to reconcile
the unemployment figures in the two sources in 1976 on
the basis that the Labour Force Survey is carried out in
May - which is a peak period in agriculture - and the
Census is carried out in November, which is a slack
period e . According to him, the main discrepancy bet-
ween the two sources is due to the overestimation of

the rural unemployment in the census because of collec-
ting the data in November and not in May. Rural unemploy-
ment in the census equals 46% of the total unemployment
of 847 thousand. He assumed that if the census data were
collected in May, rural unemployment would have been zero
instead of about 390 thousand. Thus, the total number of
.unemployed would come out to 457 thousand only, or 54%
only of the level recorded in the 1976 census. According
to him, this is the appropriate figure comparable with
the Labour Force Sample Survey figure of 265 thousand.

(1) The Labour Force Sample Survey has not been carried out
in 1976 : the rate of 2.8% is the simple average of the
unemployment rates of 2.5% and 3.1% reported in the La-
bour Force Sample Surveys of 1975 and 1977 respectively.

See, El-Issawi, ibid. , p.123

(2) El-Issawi , ibid.
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Although El-Issawi's attempt described above is inte-
resting, we find his assumption of- zero rural unemploy-
ment rate in May difficult to accept. This is because
the Labour Force Sample Survey is already carried out

in May, but still shows rural unemployment of about one
quarter of total unemployment 1. Thus it is inapro-
priate to compare unemployment figures containing zero
rural unemployment in the Census with unemployment fi-
gures containing 25% of rural unemployment in the Survey.
'Even after this questionable assumption of zero rural
unemployment in the census data against 25% in the Sur-
vey data, the estimated census figure (457 thousand) is
still 73% larger than the Labour Force Survey unemploy-
ment figure (265 thousand). We believe that any attempt
to reconcile the data in the two sources will be subject
to serious criticism. '

Thus, given the significant discrepancy between the la-

bour force data in the two mentioned sources, and the
impossibility of making reliable'reconciliation between
them, consistency necessitates that we make a choice
regarding which one to use as the main source of data

in our analysis of the development of unemployment and
employment in Egypt. Since the census, by definition,

is supposed to be a more reliable source of data than a
sample survey and, also since the Labour Force Sample Surveys are subject

(1) In the Labour Force Sample Survey of May 1975, for
example, there are 58.9 thousand rural unemployed
out of a total of 223.4 thousand unemployed. See,
CAPMAS, The Labour Force Sample Survey , May 1975 ;
Cairo, August 1977, Table 1, pp. 17-21 ( in Arabic ).
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to serious sampling defects L

» we have chosen the census

as our primary source of data 2. Consequently, the main
analysis will cover the quantitative and qualitiative
development of the unemployment and employment in Egypt
during the period 1960-1976 (i.e., between the two cen-

sus of 1960 and 1976). However, to. carry on the analysis

as close as possible to the present point of time, we

shall use the Labour Force Sample Surveys data to indicate
the trend of development in the unemployment and employment
in Egypt after 1976 (and up to 1980) whenever the Surveys

data allow.

B- The Development of the Unemployment Structure in Egvpt

Given the available data in the two census, three dimen-
sions of unemployment will be-discussed in this paper 3.
(i) rural - urban dimension; (ii) age and sex dimension;
(iii) the education level dimension.

For a review of these sampling defects, see El-Issawi,ibid.
p.46

It is important to note that, even the 1960 and 1976 Popu-
lation Census data suffer from some problems. For example,
the unemployed labour, when distributed by age, have a to-
tal number different than when they are distributed by ru-
ral - urban sectors (e.g. compare the total number of un-
employed labour in Tables (2) and (3) in the text). The

same kind of data inconsistency appears when we deal with
the employed labour force (e.g. compare the total number of
the employed labour force in Table (5) with Tables (6) & (7)

in the text).

There are published data in the census on the distribution
of the unemployed by sectors of economic activity (agriculture,
manufacturing, etc.), which could have made a fourth important
angle in our analysis of unemployment in Egypt. But, by exa-
mining the data we found that 85% of the unemployed with pre-
vious work experience (34.08 thousand out of a total of 40.0
thousand) are clustered in the 'unspecified" category, 1n the
1976 Census. Basing our analysis on only 15% of the unemployed
with previous work experience does not give meaningful results.
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Rural - Urban Dimension of Unemployment

As shown in Table (2), the overall unemployment rate
increased from 2.2% in 1960 to 7.7% in 1976. In both
years, the majority of the unemployed workers (67.9%
and 53.4%) were located in the urban sector, where
only one third to two fifths of the labour force is
absorbed (]). The result is a high rate of unemploy-

‘ment in the urban sector as compared to the rural sec-

tor. As shown in Table (2), the unemployment rates in

the urban and rural sectors were 4.3% and 1.1% in 1960;
compafed to 9.5% and 6.4% in 1976 respectively. Taking
into consideration that the number of the female workers
in the rural sector - and » hence, the total rural labour
force - is probably underestimated (2), the unemployment
rate in the rural sector may even be lower than the rates
indicated for the two years. But, on the other hand, and
especially in the slack seasons, the number of females in
the unemployed labour force may also be underestimated
and, hence, the unemployment rate may not be much less
than what the data in Table (2) reveal.

(n

(2)

. The labour fofce in the urban sector was 35.0% and

43.4% of the total labour force in Egypt in 1960 and
1976, respectively (see Table (2) in the text ).

A. Mohie-Eldin, " The Development of the Share of
Agriculture Wage Labour in the National Income of

-Egypt ", in G. Abdel-Khalek and R. Tignor (eds),

The Political Economy of Income Distribution in
Egypt ( New York : Holmes and Meier ) 1982, Part II
in the paper. ,

ol een
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THE UNEMPLOYED LABOUR FPORCE AND THE UNEMPLOYMENT
RATE IN THE URBAN & RURAL SECTORS IN EGYPT

IN 1960 & 1976
(6 YEARS & OVER)

UNEMPLOYMENT URBAN RURAL . TOTAL

BY SEX Number % Number % Number %
1960 CENSUS (. - )
Unemg}oxad .
1. Male 93293 |67.0 45856 | 3340 139149 100.0
2. Female 25549 | 71.4 10243 | 28.6- 35791 100.,0
3. Total (1+2) 118841 | 67,9 56099 | 32.1 | 174940 200,.0
9. Total 13pour.  [amaze6r |35.0 | 5081250 [65.0 |7818911  |100.0
S. The unemploy=

mant rate 4,3 - 1.1 - 2.2 -

(=3/4)%
1576 CENSUS
Unemployad with
Pravious experience
€. Male ' 22172 |63.2 12918 | 36.8 35090 100.0
7. Pemale 3362 |58.9 2349 | 41,1 5711 100,0
8. Sub total(6+7) 25534 |62.6 15267 | 37.4 40801 100.0
Newly unemployed
9, Mala 275104 " | 52.6 247633 | 47.4 522737 100.0
10, Female 153658 |53.6 133236 | 46.4 286894 100.0
1. Sub total(9+10) | 428762 |53.0 380869 | 47.0 | 809631 |100.0
11, Total (8¢11) 454296 |53.4 | 396136 | 46.6 850432 100.0
120 Total ghous 4770225 | 43.4 | 6211310 56,6 | 10981535 [100.0
13, The unemployment - - -

rate(=11/12) 2 9.5 6.4 7.7

(1) Unemployed with previous experience and the newly unemployed were not
separated in the 1900 Census.

(2)  The labour force consists of the unemploved and the employed labour.
Source : Taken from CAMAS : the Population Census, 1960, Table (5)

and the Population Census, 1970, Table T, pp. 97-108,
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The large increase in the rural and prban unemployment rates
from 1960 to 1976 indicates that the economy failed to create
enough jobs to absorb the increase in the supply of labour.
However, part of this increase in unemployment can be ex-
plained by the discouraged and seasonal unemployment inclu-
ded, probably, in the 1976 unemployment figure and not in
the  comparable figure of 1960. The discouraged unemployment
is the one realized due to the discouraged workers effect.
By this it is meant that the secondary workers, who would
have not thought of entering the labour market in the econo-
mic slack periods, look for a job and hence will be regis-
tered as unemployed when the economic situation begins to
flourish. The increase in wages and job opportunities that
accompany the peak periods of the economy, attract those to
the labour market. Thus, the labour force figures that are
recorded during periods of economic slacks are considerably
smaller than the figures that would have been recorded at
the economic peak periods. The recorded level of unémploy-

ment is therefore overestimated during such periodsanlthough

(1) Dernberg and Kenneth Strand, " Hidden Unemployment
1953-62 : A Quantitative Analysis by Age and Sex " ,
American Economic Review , LVI (1), March 1966, p. 71.

el e
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this conventional definition of discouraged workers effect
does not apply exactly to our case here, since one cannot
say that the Egyptian economy was undergoing an economic
slack period in 1960 (]), but on the other hand one can say
that the policies pursued by the government during that
period of time - i.e. in the late fifties and in 1960 - ‘
was not encouraging for the expansion of the private seétdr.
Although the Nationalization Acts and the transformation of
the economy into a planned, government controlled, one did
not take place before 1961, the Egyptianization of the
foreign enterprises in 1956 and 1957 ( which has formed .
a good portion of the privéte sector in Egypt ), the expecF;
tations prevailed among many Egyptians that a second

(1) The average annual growth rate of the GDP (at constant
prices ) during 1956-61 was 5.3% as compared, for
example, to a-low growth rate of 2.9%.during 1966-71.
Even comparing it with the relatively higher average
annual growth rate during 1961-66 ( 6.1% ) does not
disprove our argument of not having an economic slack
period in 1960 since the difference between the growth
rates in the two periods ( 1956-61 and 1961-66 ) is
not large. For the growth rate data, see; the World
Bank, Arab Republic of Egypt, Economic Management in
a Period of Transition, vol. VI, Statistical Appendix,
1978, p. 24. ,

ool
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L will take place soon, and the government

Land Reform Act
announced policy of the establishment of social equity, all
that did not give green light to the private sector to ex-
pand ; and the private sector is usually, the place where
jobs of especially high rewards can be found 2 Generally
speaking, given the Egyptian experience, one may say that
the private sector creates relatively few but highly re-
warding jobs, while the public sector creates greater vo-
lume of work opportunities but not as much rewarding 3,
Comparing this 1960 economic conditions with the situation
in 1976, which experienced a relatively high growth rate

( 8.1%) as compared to the previous years 4 and an expansion
in the private sector ( after giving it green light by an-
nouncing the open door policy in 1974 ), one finds reasons
to believe that the discouréged worker effect has probably:
taken place in the second half of.the seventies and hence,
attributed to some increase in the unemployment figure

in 1976 as compared to 1960. In other words, it is suggested
“that the economic conditions that prevailed in Egypt in 1976
have attracted some of the secondary workers to the labour
market while those workers would not have thought of joining
the labour force in 1960 simply because of the non-availabi-
lity of especially rewarding jobs at the time. This discou-
raged worker effect is probably responsible for some of the

1. The first land Reform Act was issued in 1952 and set a
maximum limit on' the ownership of the agricultural land
at 200 feddans for the individual and 300 feddans for
the family. '

2. . This does not apply to all private enterprises of course.
High rewarding jobs can be found specifically in the large
private enterprise, and the open-door policy projects;
since the latter are subject to tax exemptions and other
financial preferential treatments.

3. For example, the starting salary of the university graduate

- in some of the private enterprises 'in Egypt at present is
about 2-3 times greater than the salary of his colleague who
works in a comparable job in the public sector.

4. The average annual growth rate of the GDP (at constant prices)
was 2.9% during 1966-71 and 4.0% during 1971/72-1974. In
1975, it took off to 9.8%; see : the World Bank, ibid,p.24.
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increase in the unemployment in 1976. However, its contri-
bution in that respect is expected to be small, since the

open door policy and the consequent expansion in the pri-

vate sector was still at the beginning.

Another type of unemployment that is probably existent in

the rural unemployment estimate in 1976, and not in the
corresponding estimate for 1960 is seasonal unemployment.

The 1960 Population Census is carried out in September-

which is an important seasonal peak in Egyptian agri;ulture(])-
while the 1976 population census is carried out in November,
which is a slack agricultural season. Thus, seasonal unemploy-
ment is probrably included in the 1976 unemployment estimate
and not in the comparable 1960 figure.

To sum up, unemployment has increased in the urban and rural
sectors during 1960-1976. It is believed that some of the
increase in the unemployment in 1976 as compared to 1960 is
atrributed to the existence of discouraged and seasonal un-
employment in the 1976 unemployment figure and not in the
comparable 1960 estimate. This rising trend of unemployment
seems to continue after 1976. Since, according to the un-
employment data in the Labour-Force Sample Surveys in 1977
and 1980 (the latest available) the unemployment rates in
the urban and rural sectors increased from 4.8% and 1.8%
respectively in 1977 to 7.7% and 3.0% in 1980 (2). It should
be emphasized that what matters here is the change in the
unemployment figures during 1977-1980 and not the level of
these figures. Since , as shown in the previous section, the
Labour Force Sample Surveys are subject to serious creticisms
and hence data are not to be compared with census data.

(1) September is an important seasonal peak associated with
cotton picking season; see El-Issawi,op. cit. p. 104.

(2) Calculated from: CAPMAS, The Labour Force Sample Surveys,
Rounds of May 1977 and May 1980, Cairo, Table (5).
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(ii) Age and Sex Structure of the Unemployed Labour Force:
The second unemployment dimension that will be discussed in
this paper is the age and sex structure of the unemployed la-
bour force to find out the development in the relative shares
of the primary and secondary unemployed workers . This is be-

cause the increase in the unemployment rate to 7.7% in 1976 as
compared to 2.2% in 1960 will be more alarming if it is accom-
panied by an increase in the relative share of the primary wor-
kers' in total unemployment. In a country like Egypt, where most
of the population have low incomes 1, open unemployment cannot
be afforded by the majority of them; they usually prefer to be
marginally employed and getting low income than being openly un-
employed with zero income. Thus, this high unemployment rate in
1976 will be more alarming, economically and secially, if it
consists mainly of primary, and not secondary workers.

Primary workers consist of all malé workers in the age group

15 -{60 years. Table (3) shows that although the absolute
number of the unempioyed;ndman/ workers increased from 109
thousand in 1960 to 299 thousand in 1976, their relative share
in total unemployment fell from 62.8% in 1960 to 35.3% in 1976.
The majority of the primary workers unemployed in 1976 - i.e. ,
90.5% of them-are newly unemployed and fall in the age category
15 -<<30 years . A large number of those newly unemployed are
probably eligible to get a job according to the government
policy of guaranteeing a job to the intermediate and

(1) In 1974/75, for example, 69% of the urban households
(with an average size of 5.4 members) and 88% of the
rural households ( with an average size of 5.6 members)
in Egypt fall in the expenditure bracket of less than
LE 600 a year ; i.e. , less than LE 10 a month per
member of household. See, Karima Korayem, Distributing
Disposable Income and the Impact of Eliminating Food
Subsidies in Egypt, Cairo Papers, the American University
of Cairo, vol. 5, monograph Z, April 1982, p. 24.

feen
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high education-level graduates and are hence waiting in the
queue 1. It is worth noting that the number of the newly
unemployed labour in the age category 15 -<:30 years is
probably somewhat overestimated. This is because some of
the graduates who are working'aiready in non-exciting jobs
in the private sector é do still apply for a job - i.e.,
register themselves as unemployed - by the Mihistry of Man-
power and Vocational Training 3 to keep their chances open
and be able to choose, then, between the job they already
hold and the government job offered them when their turn

comes .

The large drop in the primary workers' share in unemployment

in 1976 as compared to 1960:implies a large increase in the
relative share of the secondary workers. As estimated from
Table (3), the secondary unemployed -workers - defined as’
children (in the age group 6 - 15) plus females (15 years

of age and over) plus old age males (60 years of age and

over ) - increased from 64.5 thousand in 1960 to 548 thousand
in 1976; i.e., their relative share increased from 37.2% in
1960; to 64.7% in 1976 . This significant increase in unemploy-
ment of secondary workers is mainly due to the increase in the
number of children entering the labour market in 1976, as shown
by the large number of unemployed labour falling in the age

1. This "waiting" takes up to four years for the secondary
school graduates and up to three years for the university
graduates, see, the daily newspaper El-Ahram, Cairo,
2,6.1981. ,

2. However, their employment should not be officially repor-
ted, because graduates who succeed in getting a job in the
private sector are not eligible to get a job in the public
sector. :

3. The Ministry of Manpower and Vocational Training is the
government authority responsible for allocating the gra-
duates to the public sector's jobs by soliciting requests
for employees from government agencies and enterprises.
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THE DISTRIBUTION OF THE UNEMPLOYED LABOUR FORCE

BY AGE AND SEX IN 1960 AND 1976
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- 1
UNEMPLOYMENT 6-<Q5  |15-<30 |30 -£60 60 + ro1aL®
BY SEX- -
NUMBER % | NUMBER | Z NUMBER | % NUMBER | % NUMBER | %

1960 CENSUS
Unezglovggz
1. Male 25309 | 18.3] 78320 |56.7} 30791 |22.3 3714 . 138134 }100.0
2. Female 6106 | 17.2]| 17657 |49.7| 11333 |31.9 396 35496 [100.0
3. Total (1 + 2) 31415 §18.1| 95977 | 55.3| 42124 |24.3 4110 | 2.4 |173630 |100.0
1976 CENSUS
Unemployed with pre-
vious experience
4, Male 4118 | 12.0 13581 3.9 | 26969 {78.3 1973 | 5.7 34435)100.0
5. Female 1617 | 28.7 180 | 3.2 3546 [62.8 296 | 5.2 5643 |100.0
6. Sub-total (4+45) 5735 1 14.3 1538 | 3.8 30515 |[76.1 2269 |5.2 | 40078 }100.0
Newly uncwployed
7. Male 250049 | 48.0] 271007 | 52.0 - - - - 521056 }100.0
8. Female 181709 |63.5 | 104479 | 36.5 - - - - 286088 {100.0
9. Sub-total (7 + 8) 431758 |53.5 ] 375386 | 46.5 - - - - 807144 {100.0

TOTALI( +9) 437493 [ 51.6 | 376924 | 44.5 30515 3.6 .| 22069 0.3 | 847222 1100.0

1. Includes the "unspecified" .

2. Unecployed with previous experience and the newly unemployed are not

separated in the 1960 Population Census.

Source: Population Census, 1960, op.cit., Table 35,pp.220-221; and

Population Census, 1976, op.cit.,

Table 8, pp. 137-138.
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bracket of 6 -<15 years. While the number of children
represented 18.1% of the total number of unemployed in 1960,
their share jumped to 53.5 in 1976 1. The majority of them

- i.e., 98.7% - are newly unemployed, i.e., they are new comers
to the labour market. With the two policies of free education
throughout all the education levels and guaranteeing a job for
the intermediate and high education - level graduates, one
would have expected that the number of children joining the
labour market should be falling after 1960, since the two
mentioned policies have started in the early sixties (i.e.,

after 1960 ) “.

2

The increase in the number of children joining the labour

force 3. as indicated by the increase in the number and share
of the newly unemployed children in total unemployment in
1976- may be attributed,partly, to the increase in the money

4

wages and job opportunities in the rural sector - where the
majority of the children employment exists 5. due to the

rural - urban immigration . and emigration to the Arab countries.
The high wages and the availability of jobs increase the oppor-
tunity cost of education, especially if the family's income is
low and the cost of living is rising fast enough. Free education
won't help much in substituting "schooling" for "work" in this

case.

It is worth noting that certain types of employment of

children under 12 years of age is already prohibited by

law since 1959 (Law no.91 issued in April 1959); see

B.Hansen and G.Marzouk, Development and Economic Policy

in the UAR (Egypt), ( Amsterdam : North Holland)

Free education at the primary and secondary school level

has started before 1960, though.

The rate of children dropout in primary schocls was generally
falling until 1976/77, when it took a rising trend; see S.L.Saad
The Dropouts on the Primary Education Level from 1956/57 until
1978/79; a Statistical Study,The National Center for Social

and Criminilogical Research in cooperation with the World Bank,
Egypt (in arabic).

The increase in the average wage of women and children in agri-

.culture was 29 piasters per day over the period 1970-77 as

compared to an increase of 5 piasters during 1963-1970. See

A. Mohie-El1-Din, op. cit.
Since most of the chil ren employment is in agriculture
(see Tables 6 and 7 in the text ).
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The fast increase in the cost of living in the seventies]
is, we believe, an important factor behind the increase in
the number of secondary workers joining the labour market,
as indicated by the significant increase in their share in
total unemployment in 1976 as compared to 1960. The big in-
crease in prices has made the work of the wife and may be
the children a must in many families to make ends meet. Ano-
ther important factor for the increase'in the secondary wor-
kers unemployment during 1960 - 1976 is the increase in the
female education and the consequent increase in the female
participation rate.

1f we exclude the number of children from the unemployed and
from the labour force as well - on the grounds that they are
not supposed to work at this age but they should go to school
and hence their unemployment is not a bad thing to be taken

care of by the society2 - one finds that the unemployment rate
in 1976 becomes 3.9% only instead of 7.7% as shown in Table (2)
above, and is 1.8% instead of 2.2% in 1960 3. In this case, the
relative share of the unemployed primary workers in total un-

employment (excluding children) will be 76.7% in 1960 and 73.1%
in 1976 4, which shows just a small decline and not the big

drop it recorded in the case when the unemployed children were

included.

The cost of living index in the rural sector (1966/67=100)
increased from 117.9 in 1970/71 to 195.9 in 1976, and in
the urban sector, it increased from 113.6 in 1970/71 to
171.2 in 1976. Notice that it is higher in the rural as
compared to the urban sector. See the National Bank of
Egypt, The Economic Report vol.32, No.1,1979, (in arabic)
pp. 162-165.

On the contrary, it may be good for them and for the society
as a whole to be unemployed to make the school alternative
more attractive to them. However, it is not certain that in
all cases they have the choice of either taking a job or
continuing their education.

Calculated from Tables(2) and (3) in the text.

Calculated from Table (3) in the text
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(111) The Education Levels of the Unemployed Labour Force

Looking at the structure of the unemployed labour by education
level, one finds that according to the relevant tables, ‘in

the 1960 and 1976 Population Census - which include the popu-
lation of 10 years of age and over - the share of the illi-
terates plus those who can just read and write (the semi-illi-
terates) in the total unemployed labour fell from 75.5% in

1960 to 34.6%;-1 i.e., their share fell to less than half its
1960 level. If we take the fall in the relative share of this
category - defined as the non-educated labour - as an indicator
to the improvement in the quality of the supply side in the
labour market, one finds that this improvement is overestimated.
This is because the relevant Tables in the Census, by including
the population of 10 years and more only, exclude thus the un-
employed who are falling in the age category of 6 -<10 years.
Those when included would fall in the non-educated labour cate-
gory and hence, will raise the relative share of this catégory
in total unemployment. Also knowing that the share of children
in total unemployment is higher in 1976 than in 1960 ( see Table
3 in the text ), the increase in the relative share of the norn-
educated labour in 1976 will be greater than the comparative ’
increase in 1960 and, hence, the extent of the fall in the re-
lative share of the non-educated unemployed labour during 1960-
1976 will be less than what the relevant Tables in the two Popu-
lation Census reveal. ' ‘

P Calculated from Tableb36, pp 222-223 in the.Popuiation
’ Census 1960, op. cit, and Table 11, pp 145-146 in the
Population Census, 1976, op. cit
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Including the unemployed labour falling in the age group

of 6 -<10 years in the non-educated labour category, one

finds that the relative share of the non-educated unemployed

is 54.4% in 1976 as compared to 76.4% in 1960 ( see Table 4)].
This shows that there is still an improvement in the quality
of the unemployed labour - who supply their services in the
labour market - but this improvement is not as big as the
relecvant Tables in the Census show. Consequently; the relative
share of the educated labour-defined as those who have primary
or higher level of education - has increased from 23.1% of to-
tal unémployment in 1960 to 36.6% in 1976, as shown in Table 4.
Among those educated unemployed labour, the number of univer-
sity and post-graduates increased more than ten times during
this scventcen-year period; they increased from 5.4 thousand

in 1960 to 56.7 thousand in 1976. However, their relative share
in total unemployment has not increased as much ( only from
3.15 in 1960 to 6.7% in 1976), since the total number of un-
employed labour in 1976 has been significantly inflated by

the large inflow of children in the labour market as shown
above.

The relative share of the unemployed females in each of the
non-educated and educated categories has increased during the
period under consideration. As estimated from Table 3, the
relative share of the unemployed females in the non-educated
category increased from 21.1% in 1960 to 32.4% in 1976, and

in the educated category‘from 17.9% in 1960 to 27.4% in 1975.(2)

(1) It may be worth noting that while the unemployed labour
falling in the age category of 6 -<10 years presented
3.7% of the unemployed in 1960, they were 30.4% of the
‘unemployed . in 1976 (see Table 4 in the text).

(2) Calculated from the Population Census, 1960, op.cit.,
Table 36, pp 222 - 223, and the Population Census, 1976

op. cit., Table 11, pp. 145 - 146



/.33

Table (4)
THE DISTRIBUTION OF THE UNEMPLOYED LABOUR FORCE
o N 1Y 1
(6 YEARS 3 OVIR)
- s 1860 1976
FIUCATION LEVEL with previous | Newly TOTAL
experience Unemployed
NUMBER %
Number ) Mumber ) Number )
1. Illitrate 70687 41.2 21805 54.4 | 117192 14.5 | 138997 | 16.4
2. Read 8 krite (V) 39625  28.6| 7959 19.9 | se904 7.1| 64863 | 7.7
5. 6 -<IO years 6357 3.7 - - 257403 31.9 | 257403 | 30.4
4. Subtotal (1+2+3) 132067 76.4 29704  74.3 | 431499 53.5| 461263 | 54.4
5. Primary & less
than intemmediate 5729 3.3 2549 6.4 43825 5.4 46374 5.5
6. Intemediate &
less than
wniversity 29107 10.7 3824 9.5 202660 25.1 206484 24.4
7. University & post
graduate 5405 3.1 2875 7.2 |53818 6.7 56693 6.7
8. Unspecified . 722 0.4 1006 2.7 75342 9.3 76408 9.0
0. Total .
( 4+5+047+8) 173830 100.0 40078 100.0 |807144 100.0] 847222 {100.0

m

includes, also, those who can read only.

Source : Except for line 3, sec: The Population Census, 1960,

op.cit , Table 30, pp. 222-223, and the Population Census, 1976,

op.cit Table 11, pp. 145-146. The Census Tables include the

unemploved of 10 years of age end over .

Line 3 - those in the age group ¢ - <10 years - is estimated
as the difference between the total uncmploved of 6 years of
age and over (taken from Table 3 in the text) and the total
unemployed of 10 years of age and over (taken from Table 36

in the 1960 Population Census, and Table 11 in the 1976

Population Census ).
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The foregoing discussion reveals that two types of unemploy-
ment - besides 'open" unemployment - are experienced by the
Egyptian labour force ; the séasonal unemployment which has
always been existent in the agricultural activity, and the
discouraged unemployment which has appeared - we believe -
in the second half of the seventies as a result of the rela-
tively high growth rates realized by the economy starting
1975 together with the application of the open door policy
that encourages the expansion of the private sector. Another
important type of unemployment prevailing in the Egyptian
economy is disguised unemployment. Although we cannot measure
it quantitatively, it cannot be left unmentioned.

There is agreement among the Egyptian economists that dis-
guised unemployment exists in some sectors in Egypt, but the
scale of its existence is not known. The difficulty of measu-
ring this type of unemployment is well known in the economic
literature. Several attempts have been made to provide an

" operational" definition of those who are disguisedly un-
employed 1. By '" operational" it is meant to have a defini-
tion that is quantitatively applicable. The " conventional"
definition that disguised unemployment means those whose mar-
ginal productivity is near zero does not meet this requirement,
since it is difficult to measure and validate empirically the
zero marginal productivity concept. One of the " operational"
definitions used to identify those who are disguisedly unem-
ployed is the income approach. Those who are ''poor' are the ones who are

1. For a review of the different approaches used to measure
disguised unemployment, see : A Bhagwati, '"Main Features
of the Employment Problem in Developing Countries",
International Monetary Fund Staff Papers , 20(1)

(March 1973), pp.90-97.
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disguisedly unemployed. This approach is based on the con-

cept that real income is an indirect measure to labour pro-
ductivity ; those who have low marginal productivity get low
wages. This income approach for the definition of disguisedA
unemployment cannot be accepted in the Egyptian context, since
the link between wages and productivity is missing in the pu-
blic sector which encompasses a good portion of the employed
labour force in Egypt. It is quite agreed upon among the stu-
dents of the Egyptian e€conony that the public sector -

which consists of the government institutions and publié enter-
prises - suffers from surplus labour 1. Applying the income
approach definition means underestimating the existing surplus
labour in Egypt, since some public sector's employees do not
have much work to do and still get the same salary as their
counterparts. This is because the salary in the public sector
is determined by the '"job level" of the employee in the "job
ladder" and not by the employee's productivity. Although it is
not possible to prove it quantitatively one can say with reaso-
nable confidence that some employees in some government insti-
tutions can be removed without decreasing the total productivity
of these institutions.It is not difficult to arrive at this con-
clusion with such " confidence " when you know that some emplo-
yees are not asked to provide any work for months ; or when you
walk in some ministries and find that male employees are trying
to pass time by reading the newspapers and female employees by
needle work ; or when you find that some new employees are not

1. See, for example, El-Issawi, op.cit pp 113-117 and
Heba Handoussa, ' Public Sector Employment and Pro-
ductivity in the Egyptian Economy'", a paper prepared
for the ILO comprehensive employment strategy mission
to the Arab Republic of Egypt, Cairo, August, 1980.
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assigned, for months, a desk to work on it (why bother, if

they have nothing to do anyway ?). But on the other hand there
are some government institutions which suffer from shortages

in the supply of labour as compared to the demand for them;

a good example is the ministry of education which suffers

from shortages in teachers. Disguised unemployment seems to
exist also in public enterprises. For example, according to

the Werner report which compared the number of workers em-
ployed in the spinning and textile public sector enterprises
with comparable enterprises in Western Europe in 1975, taking
into consideration the existing age and type of the machinery
installed, it has been found that there was surplus labour in
the Egyptian enterprises of 400% in spinning, weaving and knit-
ting, 250% in finishing, and 500% in making up. 1 The main rea-
son for this surplus labour prevailing in the public sector is
the employment policy applied by the government regarding gua-
ranteeing a job for the intermediate and university-level gra-
duates. However, recently the public enterprises were exempted
from the " compulsory " hiring of the new graduates, leaving
the government institutions as the only reservoir left to this

employment policy 2.

Another source of the disguised unemployment in Egypt about
which there is also concensus is the informal sector. The
migrants from the rural sector and the unskilled workers in
general who find barriers to enter the formal sector join the
informal sector. To earn their living, quite a few of them
indulge in low productivity activities - 1like peddlers, shoe
polishing, etc. - and hence get low income. Those are disgui-
sedly unemployed, and the income approach definition of dis-
guised unemployment can fit here well.

1.  See, H. Handoussa, ibid.,p.29. One reservation is due
though. The extent of the existent surplus 1labour is
overestimated, we believe, since one should consider
the socio-culture factors that affect the productivity
of workers in the developing countries in general.

2. B. Hansen, "Long-Term Trends in Egyptian Labour Market
from Labour Surplus to Labour Shortage', a paper pre-
pared for the ILO comprehensive employment strategy
mission to the Arab Republic of Egypt, Sept. 6,1980
( revised draft) p. 17.
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The agriculture sector, which has been conventionally
looked at as a source of surplus labour and disguised
unemployment in Egypt, is not so any more. The more common
view held at present regarding this issue is that the agri-
cultural sector suffers from seasonal, and not disguised,
unemployment. This view is based on the_ fact that in the

agricultural peak periods all labour is utilized 1.

Finally, we like to mention three points before concluding
this part in the paper.

First, although the unemployment rate is significantly high

in 1976 (7.7%), it does not represent the extent of the unem-
ployment prevailing in Egyﬁt, since some types of unemployment
do not show up in the recorded unemployment data, like the
disguised unemployment. This means that the unemployment pro-
blem is greater than what the 7.7% unemployment rate indicates.
Also, the unemployment problem seems not to ease off after 1976
as can be seen by comparing the unemployment figures in 1980
with its counterparts in 1977 as included in the Labour Force

Sample Surveys.

Second, generally, the private cost of unemployment varies bet-
ween two extremes 2: the first, where the private cost is over-
whelmingly high, is the case where the unemployment period 1is
long and the unemployed gets no unemployment compensation in
any form (like unemployment insurance, food stamps, etc.). The
second extreme, where the private cost of unemployment is tri-
vial, is the case where the unemployment period is short and
the unemployed gets uneﬁployment compensation. Looking at the
case of Egypt, where no unemployment compensation of any type

1. See, for example, El-Issawi, op.cit pp 103-110
2. M. Feldstein , "The Private and Social Costs of

Unemployment' The American Economic Review , May 1978
pp. 155-156.
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is given to the unemployed, and where the unemployment
period can be as long as three and four: years 1, one can
easily see how close we are to the first extreme where the
private cost is extremely high. '

Third, the social cost of unemployment can be generally

defined as the value of output that would have been produced

if these persons were employed minus the value of the leisure
time that those individuals have enjoyed during their unemploy-
ment and the value of the information they have gained while
they were seeking a jobz. The social cost will be greater when
the unemployed are young workers and when the unemployment pe-
riod is long. Since, for the young workers, unemployment means
also missed opportunities for on the job training and gaining
work experience. Also, the long unemployment peirod harms the
individual, since his technical skills deteriorate due to the
lack of practice and he may loose self confidence and even loose
the habit of regular work so that when a work opportunity comes
he finds himself - as it is put by Pigou - '"unemployable".

In a poor country like Egypt one expects that the value of the
leisure time of the unemployment is small since earning an in-
come means a lot to him. Also in our case, 44.5% of the unem-
pPloyed (according to the 1976 data ) are young 3, and the un-
employment period is long, which means that the social cost of
unemployment - and not only the private cost - seems to be
significantly high.

1. In the U.S.A., for example, the unemployment period
lasts four weeks or less for more than half of the
unemployed; also more than half of the unemployed re-
ceive unemployment compensation. See,. M. Feldstein,
ibid. p. 155.

2. For a discussion of the social cost of unemployment, see:
M. Feldstein, ibid.,pp 156-158; and A.C. Pigou, The Theory
of Unemployment ( London:Frank Cass & Co. 1968), 3rd
impression, pp.11-16.

3. By the young unemployed, it is meant those who fall in the
age bracket.15 -< 30 years; they present 44.5% of .total
unemployment in 1976 (see Table 3 in the text).
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4- The Employment Dimensions

Part three in the paper reveals that open unemployment in.
Egypt during the period 1960-1976 has been characterized

by a significant increase in the urban and rural unemploy-
ment rates, and by an increase in the relative shares of the
secondary workers (vis-a-vis the primary workers) and the
educated labour (vis-a-vis the non-educated labour). Given
this "structure" of unemployment, we shall discuss the de-
velopment in the structure of employment in Egypt via the
same'angles to get one consistent picture of the development
of the Egyptian labour market. These three angles are

(i) the development in the rural - urban employment ; (ii)
the development in the primary and secondary workers employ-
ment; and (iii) the development of the employment of the
educated and non-educated labour.

Moreover, since the cost of education is high to the society,
as well as to the individuals of course, special attention
will be given to the demand for educated labour. Thus, after
getting acquainted with the relative importance of the edu-
cated labour in the employment structure in Egypt, an attempt
will be made to investigate the prospects of increasing the
demand for this type of labour. This will be done by trying
to find out what is expected if the development in the de-
mand for educated labour in the past is extended to the fu-
ture; and also by trying to look for alternative ways to en-
hance the demand for this type of labour.

A- The Development of the Employment Structure in Egypt:

(i) The Development in the Rural - Urban Employment

Examining the development in the rural-urban employment
distribution in Egypt as shown in Table 5, one finds that
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Table 5

THE DISTRIBUTION OF THE EMPLOYED BY ECONOMIC ACTIVITIES

IN 1960 & 1976

(6 YEARS & OVER)

1960 : 1976

ECONOMIC '
ACTIVITY URBAN RURAL TOTA? URBAN RURAL TOTAL

Number Numbex Nunber Nymber  [Number Number

00 | * leooo)' | * [o00y; * | (ooo)| * |coooy| * [“coom| *
Agriculcure. 327.012.23] 4079.4 [80.75]4406.4]57.03 454.6| 10.36]4426.4[75.39|4881.0]47.58
Mining & 15.6} 0.01 5.4|0.00] 21.1} 0.00f 21.8{ 0.00| 12.0] 0.00} 33.8} 0.00
Quarrying .

Manufactur- | 525.5]19.65| 187.6] 3.71| 713.1(9.23]1046.8| 23.87] 322.7] 5.50(1369.5 [13.35
ing A
Electricity, | 29.5] 1.10] 7.3/ 0.00] 36.8l0.00] 44.4| 1.01] 17.4] 0.00] 61.8! 0.01
Gas & Water
Construction | 107.2] 4.01] 51.6] 1.02] 158.9]2.06] 301.3| 6.87] 123.7] 2.11] 425.1] 4.14
Transport & | 200.4]| 7.49]| 59.8] 1.18] 260.2(3.37] 371.9| s.48] 110.3] 1.88) 482.2] 4.70
Communication]
Trade,Rest. 8§ 416.4|15.57] 225.0] 4.45| 641.4]8.30] 616.4|14.05| 244.9] 4.17] 861.3] 8.40
Hotels
Services 970.7]36.29| 398.8| 7.89]1369.4}17.72|142813{ 32.4] 535%3] 9.1(1956.7] 19.1

Unspecified 82.4}) 3.08 36.9] 0.01} 119.3]1.54] 107.9] 2.46 78.5] 1.34] 186.4] 1.82
activities :

Total 2674.7|100.00{5051. 8{100.00]|7726.6(10000; 4386.1 L100. 00|5871.7 p00. 00{10257,8(100.00
Employment :

- 0.00 will be put for the percentage, which (after rounding) is less than 0.01.
1) 1Includes finance and insurance

Sourca: CAPMAS, the Population Census, 1960, op.cit., Table 4; and
CAPMAS, the Population Census, 1976, op.cit., Table 3, pp.85 - 96.
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the share of rural employment in the total employment
decreased from 65.4% in 1960 to 57.2% in 1976. This decli-
ning trend continued up to 1980 as revealed by the latest
data available of the Labour Force Sample Survey 1. The
majority of rural employment is in the agriculture activity;
the share of the employed labour force in agriculture in
rural enployment is 80.8% in 1960 and 75.4% in 1976. The
drop in the share of the rural sector in national employment
is attributed mainly to the significant drop in the relative
share of agriculture employment on the national level. Agri-
cultural employment's share fell from 57.0% of national em-
ployment in 1960 to 47.6% in 1976; and the declining trend
continued as shown by the Labour Force Sample Survey data
during 1977 - 1980 2. This decrease in the relative share of
rural employment in the economy is expected, not only because
of the rural-urban migration, a phenomenon which exists in
many developing countries, but also because of the increa-
sing number of rural migrants to the arab countries. Some

of those emigrants continue pursuing the farm works in the
arab receiving countries ( e.g., like in Iraq and Jordan),
while others just work as unskilled labour there, especially
in construction. It is worth noting that the emigration of
the Egyptian farmers is a very recent phenomenon, and it
contradicts the view that has been held for long that the

1. According to the employment data in the Labour Force
Sample Surveys, the relative share of rural employment
fell from 56.1% in 1977 to 54.5% in 1980 (calculated
from the Labour Force Sample Survey, Rounds May 1977 and

May 1980, op. cit., Table (12)

2. The agricultural employment in total employment fell
from 45.6 in 1977 to 42.4% in 1980 ( calculated from
the Labour Force Sample Survey, ibid. Table (12) )
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farmer prefers to be settled in one place ; he hates to
travel and leave his father's land even if this means more
income to him.

This high concentration of employment in one economic acti-
vity is something specific to the rural sector and does not
exist in the urban sector. In the urban sector, the leading
economic activities interms of employment are services
and manufacture. Both activities together include more than
50% of the urban employed labour force. The drop in the re-
lative employment share of the services éctivity in urban
employment from 36.3% :in 1960 to 32.4% in 1976 is compen-
sated for by the increase in the relative share of manufactu-
ring employment from 19.7% in 1960 to 23.9% in 1976. Next

to these two activities comes trade and agriculture activi-
ties. Although their relative employment shares in total ur-
ban employment dropped over the period 1960-1976, trade was
still ranking third (with an employment share of 14.1%) and
agriculture fourth (withAa share of 10.4%) in 1976. The em-
ployment share of any of the other economic activities is
below 10% of total urban employment. One notices that the
relative employment in three out of the four employment
leading activities fell in 1976 as compared to its 1960 level.
Manufacturing is the only economic activity in this group
which has improved its relative employment share during the
considered period. '

Y N
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This is not surprising, since the first five year plan,

and the investment policy in the sixties and seventies

in general, was giving special emphasis to manufacturing 1.
Looking at the development of the employment shares of the
four employment leading activities in the urban sector
during 1977 - 1980 » one finds that the employment's share
in each of them - including manufacturing - fell in 1980

as compared to 1977 2.

Combining the.rural and urban sectors and looking at the
relative employment shares of the economic activities on
the national level, Table S5 shows that agriculture comes
first with a relative share of 47.6% in 1976 as compared
to 57.0% in 1960, next comes the services activity with
a relative employment share of 18.2% in 1976 as compared
to 17.7% in 1960. Manufaéturing comes third in ranking with
a relative share of 9,2% in 1960 and 13.4% in 1976, and
fourth comes the trade activity with an almost equal rela-
tive employment share in both years

1. Manufacturing was taking the largest share of gross
fixed investment during 1960/61 - 1979 ; see Ministry
of Planning data as cited in El-Issawi, op.cit.,p. 90.

2. The employment's share of services in total urban
employment fell to 30.1% in 1980 as compared to
31.3% in 1977 ; and in manufacturing was 24.8% in
1980 as compared to 25.1% in 1977; and in trade and
agriculture, the employment's share fell from 15.4%
and 10.1% respectively in 1977 to 14.2% and 8.5% in
1980 (calculated from the Labour Force Sample Survey,
Rounds May 1977 and May 1980, op.cit., Table (12) ).

oo/ oo
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( 8.3% in 1960 and 8.4% in 1976 ). The same ranking for

the four economic activities applies to 1980 1. These four

economic activities together include 92.2%, 87.6% and 86.3%
of total employment in 1960, 1976 and 1980 respectively 2.

Although the

relative emplbyment share of " construction"

and " -transportation and communication " activities have

increased in

1976 as compared to their level in 1960

they still remain below 5%.

(ii) The Development of the Primary and Secondary

Workers

Employment

The share of
males in the
labour force
as estimated
the relative

the primary workers - defined as those enployed
age group 15 -<£ 60 years - in the employed
increased from 76.8% in 1960 to 78.3% in 1976
from Tables 6 and 7. This implies a decrease in
share of the secondary workers over the period.

1. See the Labour Force Sample Survey, ibid., Table (12)

2. For 1980, the relative shares of the four economic
activities in total employment are calculated from
Table (12) in the Labour Force Sample Surveys, ibid.,
and are equal to the followings : 42.4% for agriculture,
20.2% for services, 14.7% for manufacturing and 9.0%
for trade.
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The largest share of the employed primary workers is in
agriculture ; however, this share has decreased from 55%

in 1960 to 45% in 1976 (]). The other important economic
activities, in terms of the empldyment of the primary
workers are services ( which includes 17.5% and 18.3% of

the total primary workers in 1960 and 1976 ), manufacturing
( with a relative share of 10.6% and 14.6% in 1960 and 1976)
and trade ( with a relative share of 8.9% and 9.49%) in the

two years respectively (2).

Examining the development in the secondary workers employment
over the period under consideration, one finds that the num-
ber.- of the secondary workers in 1960 and 1976 as estimated
from Tables 6 and 7 are 1763.1 thousand and 2212.6 thousand(s)
i.e. they represent 23.2% and 21.6% of the total employed in
the two years respectively. This decrease in the secondary
workers share in the employed labour force during 1960-1976

is attributed to the decrease in the relative shares of the
children and the male workers of 60 ycars of age and over.

As estimated from Tables 6 and 7, the decrease in these

twvo relative shares ( from 11.6% to 9.7% for children and

from 6.7% to 6.1% for the old male workers ) has exceeded

the increase in the relative share of the female workers

(15 years of age and over). The female workers' share in total
employment increased from 4.9% in 1960 to 5.8% in 1976.

1. In 1960, 3208.2 thousand primary workers out of a total
of 5835.5 thousand primary workers are working in agri-
culture (Table 6); while in 1976, 3605.2 thousand out

of a total of 8014.7 thousand primary workers are wor-
king in the same activity ( Table 7).

Calculated from Tables 6 and 7.

The secondary workers consist of the children - those in
the age group 6 -{15 years (both sexes) - the females of
15 years of age anc over and the males in the age group
60 years and over.

(O o8}
. .
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The Distribution of the Employed by Age and Sex in
the Differont Economic Activities in 1960
(6 years and over)

Econonic 6 -<15 15 - {60 60 «+ Unspecified Total
Activities Hunber | % [Huamber % Huober | % |Number | % Number | %
1-Agriculture (715382 [81.53332509 [54.0| 357315 | 65.5] 21 | 24.7 | k05227 | 58.0
Male 575678 3208191 350741 15 4134625
Female 139704 124318 6574 6 270602
2-Hining and

Quarrying 391 004 19755 | 0.3 7331 0.1 162 20880 | 0.3
Hale 361 19664 732 20758
Fepale 30 91 1 - 122

3-Manufacturing 32892 347] 637979 | 10.3]| 33396 | 6.1 12| 1,1 | 704279 9.3
Male 29819 617936 31987 11 679753
Female 2073 . 20043 1409 1 24526

k-Blectricitz

Gas & Hater' - - 34750 | 0.6 1599 | 0.3) - - 36349 0.5
Male - 34477 1595 ‘ - 36022
Female - 273 L - 277

5<Construction 2396 | 0.3] 144256 | 2.3| 10993| 2.0 71 8.2 157652 | 2.1
Male 22714 143809 10980 ? 157067

_ Female 125 k4?7 13 - 585

6-Trade Finance

& Insurance 18459 | 2.1] Sb7413] 8.9] 64380] 11.8 8| 9.4 630260 8.3
Male 15753 517596 59261 6 592616
Fomale 2706 29817 5119 2 37644

7-Transport & :

Conmunication| 2193 | 0.2] 241183( 3.9] 13298| 2.4 2| 2.4 256676 | 3.4
Male 2074 238843 13283 2 254202
Female 119 2340 15 - 2474

8-Services 102880 | 11.7]1184829| 19.2| 61028] 11.2 29| 3%.1 | 1348766 | 17.8
Hale 30424 1023581 54689 23 1108717
Female 72456 161248 , 6339 6 24ook9

9-Unspecified 3053| 0.3] 32803| 0.5 2058 0.4 5| 5.9 37919 | 0.5

10-Total 877646 1100.0] 6175477 [100,0| 545531|100,0 85{100.0 | 7598008 [100.0
Male 658847 5835512 514278 67 7019671
Female 218799 339965 31253 18 578337 |

. Sources CAPMAS, Population Census, 1960, opecit., Table 29, pp.112-123.
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The Distribution of the Employed by Age and Sex in

the Different Economic Activities in 1976
' (6 years and over)
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Econonic 6 -C5 | 15-<060 50 + bjﬁnapecii"iod Total
Activities Nusber| % Knnbor % |Nusber % |Number| % Number %
1-Agriculture |789371| 79.6|3685595 | 42.9| 403169 | 62.5 488 | 18.4| 4878623 | 47.7

Male 719923 3605208 397465 463 422305
Female 69448 80387 5704 25 155562
2-Mining and

Quarrying 928| 0.0| 31616 O.b 829| 0.0 29| 11 33402 | 0.3
Male 826 30277 817 29 31949
Female 102 1339 12 - 1453

3-Manufacturing| 69300 7.0/1252851| 4.6 249 | 6.9 242 9.4 1366642 | 13.4
Male 63624 1170116 43065 228 1277033
Female 5676 82735 1184 1M 89609

hoElectricity, ' ‘

Gas & Water 194| 0.0 60859| 0.7 626| 0.0 2] 0.1 61681 0.6
Male 176} - 56285 623 - 57086-
Female 18 4574 3 2 4595

S-Construction | 14879 1.5| 391948 L.6] 16881] 2.6 79| 3.0| 423757 | h.1
Male 14217 385682 16803 75 416777
Fezale ' 662 6236 78 4 6980

6~Trade,Finance . ’

T Insurance(1) 35543| 3.6| 815212 9.5 93423| k5| 160 6.0 9kh3381 9.2
Male 33268 256911 88783 137 879099
Fomale 2275 58301 4640 23 65239

7-Transport &

Cooounication| 6579]. 0.0] 408982 4.8] 13776 2.1 36| 1.4 479373 4.7
Male 6395 393383 13725 33 463536
Female 184 15599 51 3 15837

8-Services 43803 h.4]|1770085| 20.6] 45821| 7.1 245] 9.3| 1859954 | 18.2
Hale 25157 1465797| 41540 176 1532660
Female 18646 304288 4291 69 327294

9-Unspecified 30969 3.1 123337] 1.4| 26508] k.| 1365 51.6 | 182179 1.2

10-Total 991566| 100.0|8590455| 100.0| 645282 100,0{ 2646 100.0 10229949 |100.0
Male 887969 8014716 627579 2227 9532491
Fenale 103597 575739 17703 419 697458

~ 0.0 denotes a percentage less than 0,05, which after
rounding becomes 0.1, -

(1) It includeantrade, restaurants and hotols", and "finance and

-4dnsurance'’s

Sourcet CAPMAS, the Population Census, 1976, ob.cits, Table 4, p.p.153-160,
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Looking at the development of the share of children - those
in the age group of 6 -<15 years (both sexes) - in the
sccondary workers over the 17 - year period, one finds that
it fell from 49.8% in 1960 to 44.83% in 1976. This small
decrease in the relative share of children is not encoura-

' ging, given that the two government policies of free edu-
cation through secondary school and university levels, and
guaranteeing jobs for the graduates were applied during this
period and were supposed to direct the children more toward
education and less towards work in this early age. The alar-
ming fact is that more and more children seem to enter the
labour market looking for a job. This is indicated by the
unemployment data included in part 3 above, which show that
the share of the childreﬁ‘unemployed in total unemployment
has increased from 18.1% in 1960 to 51.6% in 1976, and their
share with respect to the unemployéd secondary workers in-
creased from 48.7% in 1960 to 79.8% in 1976 (1).

Looking at the distribution of the secondary workers among
the different economic activities as revealed in Tables 6
and 7, one finds that agricultureytékeé the largest share of
the sécondary workers. This is mainly because most of the
children employment, which formed 49.83% and 44.8% of the
secondary employment in 1960 and 1976, is in agriculture.

As a matter of fact 81.5% and 79.6% of the employed children
in the two years respectiveiy are working in agriculture,
Next comes the "services" activity, which includes most of
the female employment in 1960 and also in 1976 (2); 46.6%
énd 52.0% of the eméloyed‘femalesvof 15 years and over

(1) See Table (3), and the text that follows.

(2) It is worth noting that the female employment in agri-
culture is probably underestimated as mentioned before.
This underestimation may be the reason behind ranking
agriculture as second after services with regard to
female employment. In other words, if this underestima-
tion does not exist, it' might be that agriculture would
have ranked first and services second with respect to
female employment. '

oo/ oo
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in 1960 and 1976 work in services ( calculated from Tables
6 and 7 ). Next comes manufacturing and then trade with
regard to their relative importance in the secondary
workers employment in 1976, while in 1960 trade has had
large number of secondary workers than manufacturing 1

Given the available data, it is not possible to find out
whether or not the relative share of the primary

( secondary ) workers has continued its increasing

( decreasing ) trend after 1976. This is because the Labour
Force Sample Surveys do not include data.in the distribution
of the employed by age and sex which is needed to calculate
the relative shares of the primary and secondary workers.
This age and sex disaggregation of data are available for
the wage earners only which are just one category out of
four categories that formulate the employed labour force-
according to the difinition applied in the Labour Force
Sample Survey.

(iii) The Development of the Employment of the Educated
and Non-Educated Labour :

Looking at the relative share of educated labour in the
employed labour force and its development over the period
1960-1976, one finds from Tables 8 and 9 that out of a
7310.4 thousand employed in 1960, 575.9 thousand only

(1) See Tables 6 and 7.
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have primary and higher education level. Thus only 8.3%

of the employed labour force in 1960 was educated labour.
In 1976, the relative share of the educated labour in the
employed labour force increased to 20.3% ( 1924.4 thousand
out of 9965.7 thousand ). The relative share of the univer-
sity and postgraduates in total educated labour has increa-
sed from 21.1% in 1960 to 24.3% in 1976, and the relative
share of those who have intermediate and less than universi-
ty education level decreased from 55.3% in 1960 to 43.2% in
1976. The relative share of those with primary and less
than intermediate education in total educated labour in-
creased from 23.6% in 1960 to 32.5% in 1976 (17,

As estimated from Tables 8 and 9, the share of the non-
educated - the illiterates plus those who can just read

and write - in employed labour fell from 91.7% in 1960

to 79.7% in 1976. This decrease in the relative share of

the non-educated is mainly due to the decrease in the share
of the illiterates in the employed labour force, which is
quite a healthy sign. The share of the illiterates in
employed labour fell from 64.2% in 1960 to 54.0% in 1976

( estimated from Tables 8 and 9 ). It is worth noting,
however, that the number of the non-educated employed labour
shown in Tables 8 and 9, and hence their ratio in total
employment, are underestimated since, both tables - as taken
from the 1960 and 1976 Population Census - include the
employed labour of ten years and over , i.e. they exclude
the emplo}ed children in the age bracket 6 -£10 years.

(1) Calculated from Tables 8 and 9 in the text.
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THZ DI3TR1ZUTICH OF T3 ELPLOYED bY EULCATICH LEVZL i Wi 91!'"7-5.2;? ECONCMIC ACTIVITIZS IN 1950

(1 YZARS AND
(&)

ClE)
)

',

(9)

€6) (¥2) ()
Education Illiterate head & Write ‘| The Mon- [Primary & les: {lntercediate & [University and | The Educated Unopecified Total
- Level Bducated thar. less thac Post Greduate Labour : (23+7.8)

Econonic Latour (c1+2) | Intersediate Univeraity . (abeS+€)

Activity Kusber % Nuazber % Number % Number $ Hugher | % Huzber 3 Nusber | % Humber | % Nugber | %
1-agriculture " 3269695 {70.1] 810850 |40.2| bi0oses 61,21 w584 | 0.9| .-a3270) .2 ‘2696' 2.1 3035k | 5.3 13817 ,97‘_;8' MW7I5 56,7
2-Mining and quarrying 43380 | 0.3 52701 0.3 18650 o.j 3] o.3f - e} ok " 677) 0.6 “,':. 1] 0.3 ' 3o 0.1
3-Honufacturing 334506 | 7.1] " 307973 |15.3| evaseo| s6] wmpsn|as| sows| s.s| s | w.s|  ssems| s7| o] 7.8 !
4-Electricity,Gac w3 | ol a3ges] o.72] 31332 o5 awz| o8] 3080} 1.0 751) 0.6 - ass3| o] - s8] 0.2] | 3639} c.s’

and ¥ater : . 1 et s : S NS ] q . .
S-Construction 7741 | 2.1 saisk | 2.6] wsses| 2.2 2015| 1.5 2934] 0.9 20027 1.6 6951] 1.2 427] 1.5] - 157273] 2.2
6-Trade,Fizance and 300245 | 6.4] 261990]13.0} 562235 8.5, 20705] 15.2 31906} 10.0 ;9'_;31‘: 7-8. &oéz 10.8]  wh] 5.0 625718] 8.6
7-Transport and wigoh | 2.2] 105796 | s5.2] 210590] 3.3|  19267] waaf. 21s23] 69 s96s| 3.3|  aswss| 2.8]  sso] 1.9 2seees|ss|

Coszzunication - . . N RN A AR i A RO SR P 4
8-Services 520095 | 12.9]  #2371] 22,0 R

9-Unepecified 125‘) o.3] - 15855.‘ 0.7

. Activities [ R - R B
'10-‘1‘(:&&1
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Jazi~ (¢2)
THE LISTRIZUTICH OF TEZ ELPLOYED BY ZLUCATICH LIv::

<L 3% TWE WIFSZAZNT ECOKOMIC ACTIVITIZZ In 197
(10 YZARS A%D U7sk)
(1) (z) ) &) (5) (6) (?) (®) (9)
Education Illiterate head L Write The lione Frizory U les: lintermediate & University and | The Educated Unspecified Total
Llevel Educated thar. - less tharn Poot Gracuate Labour {w347+8)

Econonic Letour (s=142) | Intermodiats University (=425.6)
Activity Kucber % Nunber % Kuzber % Nupber 14 lugber % Humber % Nuober % Rugber [ Kunber %
1-Agriculture 3748937 | 69.7] 743515 | 29.0| &4g2us2 | 56.5 49624 ) 7.9 24631] 4.2 12310 ] 2.8 97565 5.4 52183 | 54.4 | 46k2200}46.6
2-Yining and Quarrying 14482 | 0.0 9308 | 0.4 237901 0.3 28821 c©.5 3387| 0.4 2854 | 0.6 9124] 0.5 330) 0.3 332441 0.3
I-Yanufacturing 554660 | 10.3] 454670 [ 19.3| 1089530 | 3.2 W5700] 23,31 110337 13.3] * 45312| 9.7] 301345] 15.7 93101 9.7 | 1360189|13.6
4-Electricity, Gas 139421 0.0 18654 | ©.? 32597 1 0.4 6308| 1.0 17391] 2.1 5100 | 1.1 28799] 1.5 2671 0.3 61663} 0.6

aad Hagcr - .
5-c'onctruction 223816 4.2 128934 | s.0 352750 | 4.4 292k9| 4.7 19217 2.3 13004 | 2.8 61470| 3.2 8219] 8.6 4224391 4.2
6-Trade, !1?11«3:0 as¢ 2019481 3.8] 535075 20.9] 737023] 9.3 72570} 11.6 72518] 8.7 481631 10.3] 193251| 10.0 7758] 8.1 938032{ 9.4

Iasurance : . :
7-Traosport and - 150011 2.8 172251 6.7] 322262 4.1 907341 4.5 465071 5.6 16360% 3.5| 153601| 8.0 2451] 2.6 478314} &.8

Compunicatiea . 7 ' . '
8-Serviees 3904591 7.3]  w21661] 16.4]. 812100 | 40.2]  292846] 3t.1] 508003| 61.1) - 312890] 66.8] 1033739] s3.9 19930 104 1855769}18.6
9-Unapecifiod 82750] 1.5 ko197 1.6] 122047] 4.5 5182) 2.4 19186 2.3 110871 2.4 nsass| 2.4 .- M5y 5.7 a73se7| 1.7]
10-Total 5381206 |100.0] 2564285 |100.0 ?945451100.0]  625096)100.0{ 831177} 100.0 4680801100.0] 1924353]100.0]  93913]100.0 9965717;100.9

0.0 is put for the percentage, which after rounding is less than 0.1%.

™) It includes the two categories Ftrade, restourants and hotele”, and ¥finence snd insurance”.
SBource: CAPMAS, the Populetion Census, 1976, op.cit., Zadle 17, p.p.17b-181.
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By adjusting up the number of the non-educated employed
labour to include the employed children in the age bracket
6 -<10 years - who amounted to 287.6 thousand and 264.2
thousand child in 1960 and 1976 respectively (1 the
number of the non-educated employed labour in 1960 and

1976 will jump to 6993.2 thousand and 8209.7 thousand out
of a total employed labour force ( 6 years and over) of
7598.0 thousand and 10229.9 thousand, respectively. Accor-
dincly, the relative share of the non-educated employed
labour in the employed labour force will be 92.0% in 1960
and 80.3% in 1976; and hence the relative share of the edu-
cated labour becomes 7.6% in 1960 and 18.8% in 1976 (2),
which is somewhat lower than the comparable ratios when the
employed children in the age bracket 6~<10 years were excluded.

As shown in Tables 8 and 9, the economic activities that have
the relatively largest demand for educated labour are services,
manufacturing, trade and finance, and transport and communi-
cation. Although most of the educated labour work in services
activity in 1960 and 1976, the services' employment share in
the educated labour fell from 62.3% in 1960 to 53.7% in 1976.
Next comes manufacturing, which includes 15.7% of the educated
labour in 1976, while its employment share in the educated
labour in 1960 has been only 9.7% (i.e. in 1960, it comes after
the trade activity in this regard). " Trade, finance and in-
surance'" and " transport and communication " include together
18.0% of the educated labour in 1976 as compared to a relative
share of 18.6% in 1960. With regard to the non-educated labour,

(1) These are estimated as equal to the difference between
the total employed labour of 6 years and over in Tables
6 and 7 ( 7598008 in 1960 and 10229949 in 1976), and the
employed labour force of 10 years and more in Tables 8
and 9 ( 7310416 in 1960 and 9965717 in 1976).

(2) These relative shares of the educated labour are estimated
by relating the total number of the employed educated
labour in Tables 8 and 9 to total employment ( 6 years
and over ) in 1960 and 1976.
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they are working mainly in agriculture, manufacturing,
services and trade activities. The largest share is working
in agriculture. Agriculture includes 61.2% of the employed
non-educated labour in 1960 and 56.5% in 1976. Next comes
manufacturing ( with a relative share of non-educated em-
ployed labour of 13.2% in 1976 and 9.6% in 1960), services

( with a relative share of 10.2% in 1976 and 14.4% in 1960),
and trade (with a relative share of non-educated employedv
labour of 9.3% in 1976 and 8.4% in1960).

To examine the employment structure with respect to the
educated vis-a-vis the non-educated labour in the different
economic activities, the relative share of the educated
~labour in total employment in these activities has been
estimated. A certain economic activity might be negligible
as compared to the others with respect to the total number
of educated labour employed in it, while its job structure-
as indicated by its employment structure - favours the de-
mand for educated labour as compared to the job structure
in the other economic activities. A good example of that is
" electricity, gas and water " in which the educated labour
employed represents 46.7% of its employment in 1976, while
total employment in this activity represent 0.6% only of the
national employment in the same year ( see Tables (9) and

(10) ).

As shown in Table (10), the development in the employment
structure in all the economic activities during 1960-1976

has been in favour of hiring more of educated labour. The

most important activity in this regard is services; 55.7%

of its total employment in 1976 ( as compared to 27.0% in
1960 ) are educated labour. Next to services, comes electri-
city, gas and water activity, and then transportation and
communication with 32.1% of its employment in 1976 are edu-
cated labour (compared to 17.6% in 1960). It is worth noting
that manufacturing,which is the second most important economic



TABLE 10
THE PROPORTION OF THE EDUCATED LABOUR

TO TOTAL EMPLOYMENT, BY ECONOMIC ACTIVITIES,

-~

IN 1960 AND 1976
(10 YEARS AND OVER )

1960 1976
ECONCMIC ACTIVITY % RANKING % RANKINﬁ
1 - Agriculture 0.7 9 2.1 9
2 - Mining and Quarrying 10.3 4 27.4 4
l - Manufactpring , 8.0 6 22.2 5
4 ~ Electricity,Gas & Water 13.6 3 46.7 2
5 - Construction 4.4 8 14.6 .8
6 - Trade, Finance & 9.9 5 20.6 . 6
Insurance
7 - Transport & 17.6 2 2.1 3
Communication
8 - Services 27,0 1 55.7 1
9 « All Activities 7.9 7 19.3 7

Sourcei Calculated from Tables (8) and (9) in the text.
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activity in terms of the size of the educated labour
employment as shown above, ranks 5 in 1976, and 6 in 1960,
with regard to the relative share of the educated labour
in its total employment. It is worth noting also that the
employment structure in agriculture is biased heavily to-
wards the non-educated labour. It has the lowest share of
educated labour among all the economic activities; it is
2.1% in 1976 as compared to 0.7% in 1960.

Differentiating between public and private sectors, one
finds that in 1976 (]), 79.7% of the educated employed
labour of age 15 years and over are working in the public
(2), although the public
sector's employment represents only 26.9% of the total em-

sector ( estimated from Table 11)

ployment on the national level ( see Table 12) (3). This is
reflected in the high share of the educated labour in the
public sector's employment as compared to a much lower share
in the private sector. As shown in Table 11, educated labour
represents 55.5% of the total employment in the public sector,
and 5.9% only of the total employment in the private sector.
The high share of the educated labour in the public sector's
employment as compared to the case in the private sector can
be explained by the following factors

(n In 1960, there was only the’'small traditional govern-
. ment sector; the large public sector was created after
196C ( see the text ).

(2) 1526.5 thousand educated out of a total educated labour
of 191533 thousand were working in the public sector
( see Table 11).

(3) Notice that Table 11 shows the private and public sec-
- tor's employed labour of age 15 years and over, while
Table 12 shows the private and public sector's em-
ployment of the age 6 years and over.

oS
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THE DISTRIBUTION OF THE EMPLOYED LABOUR BY EDUCATION LEVEL

MW

AND BY PUBLIC AND PRIVATE INSTITUTIONS IN 1975

( 15 YEARS AND OVER )

Source

Calculated from :
Table 12, pp. 239-321.

pusLic sector'l) | private secTor‘?’ |  ToraL
EDUCATION LEVEL B
Number % Number % Number
1. Illiterate 475063 17.3 4286833 65.3 | 4761896
2. Read and write 725204 2645 1754127 25.7 | 2483331
3. The Non-Educated 1204267 43.8 6040960 92.0 7245227
( 1¢2)
4, Primary & less 406537 14.8 209353 3.2 615890
than intermediate
5. Intermediate & less| 717552 26.1 113750 1.7 831302
than university
6. University & Post 402460 14.6 65628 1.0 468083
Graduate
7. The Educated 1526549 55.5 388731 5.9 1915280
(4£5+6) .
8. Total (3+7)(3) 2750091 | 100.0  |6566168  |100.0 [9316259
(M It consists of government and public instituations.
(2) It consists of private , cooperative, foreign and international,
and the " unspecified ' institutions.
(3) It includes the ' unspecified ' category

the Population Census, 1976, op.cit.,
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THE DISTRIBUTION OF THE EMPLOYED BY TYPES OF INSTITUTION IN THE
DIFFERENT ECONOMIC ACTIVITIES IN 1976
(6 YEARS AND OVER )
(1) (2) (3) (4) (5) 6) (7 (8) (9)
INSTITUTION'. | GOVERN- PUBLIC SECTOR COOP- | FOREIGN PRIVATE SECTOR | UN- TOTAL
MENT PUBLIC (=1+2) PRIVATE | ERATIVE & SPECI- (= 3+ 7+8)
¥NTERNAT- (= 4+5+ 6) FIED
— 1oNAL :
ECONOMIG ACTIVITIES | Number Number Number 2 Number | Number | Number Number Y4 Number Number %
1. Agriculture 61025 26641 87666 1.8 4769408 14533 - 4783941 | 98.1 7016 4878623 | 100.0
2. Mining & Quarrying 300 18404 18704 | 56.0 13790 - - 13790 | 41.3 908 33402 | 100.C
3. Manufacturing 32843 594693 627536 | 45.9 731922 383 - 732305 | 53.6 6801 1366642 | 100.0
4, Electricity, Gas & 46726 14909 61635 99.9 - - - - - 46 61681 | 100.0
Water
5. Construction - 96581 96581 | 22.8 325655 64 - 325719 76.9 1457 423757 100.0
6. Trade.rin?ige & 31985 86606 118591 | 12.6 819715 3287 - 823002 | 87.2 2745 944338 | 100.0
Insurance - .
7. Transport & Commun- | 173729 102213 275942 | 57.6 201650 45 - 201695 | 42.1 1736 479373 | 100.6
cation
8. Services . 1430011 17733 1447744 77.8 40283i 34 4850 407715 21.9 4495 1859954 100.0
9. Unspecified 9445 6803 16248 8.9 90799 125 109 91033 | 50.0 74898 182179 | 100.0
10. TOT.AL 1786064 964583 12750647 | 26.9 | 7355770 18471 4959 7379200 | 72.1 |100102 10229949 100.0:
. i .

(1) 1t includes the two categories:

Source: The Population Census, 1976, op.cit, Table 16,pp.169-173

»

"
"trade, restaurants and hotels", and finance and insurance.
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First, agriculture, which includes alone more than half of
the non-educated employed labour on the. national level (]),
is mainly a private sector activity. As shown in Table 12,
98.1% of the labour force in agriculture is working in the

private sector.

Second, a little more than three quarters of the public
scctor's employees are working in the services and manufactu-
ring activities; 52.6% in services and 22.8% in manufacturing
( calculated from Table 12). These are the two activities,
which have the largest numbers of educated labour in 1976

( see Table 9).

Third, the private sector includes what is called the "informal"
sector, which includes the marginal jobs that suit the non-
educated labour who find barriers to enter the formal sector(Z).
Also, the types of jobs available in the public sector ( more
white collar's type) (3)-is probably among the factors respon-
sible for the relative high share of the educated labour in

the public sector'semployment 4)

(1) See Table 9 in the text.

(2) For a good discussion of the informal sector vis-a-vis
the formal sector, see: Dipac Mazumdar,'"The Urban Informal
Sector" World Development, vol.4, no.8,August 1976,pp.655-679.
It may be worth noting that in two surveys carried out in
Brazil and Peru, it has been found that those who have not
completed their primary education as well as female workers
are disproportionally represented in the informal sector
(see, D. Mazumdar), ibid., p.660).

(3) For Example, the public sector has more admistrators, managers
and clerks per 100 workers than the private sector; see
El-Issawi, op.cit p.115

(4) Even in the non-educated groups, the illiterates represent a
relatively smaller share in the public sector than in the pri-
vate sector; it represents 39.4% of the non-educated in the
public sector and 71.0% in the private sector (estimated from
Table ‘11). This is probably attributed to the employment po-
licy applied in the public sector, which gives preference to
those who can read and write as compared to the illiterates,
when choice is possible. Moreover, in some cases''reading and
writing" is a necessary requirement for the application to
low level jobs in the public sector.

Y
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Fourth, government policy of guaranteeing jobs for the
intermediate and university levels graduates is one of

the important factors responsible for the increase in the
educated labour employment in the public sector ( since
this is the only place where the government can stuff them
in ) which does also lead to an increase in the total
employment in the sector.

Most probably the relative share of the educated in total
employment continued its increasing trend after 1976.
However, the data available in the Labour Force Sample
Survey do not allow us to test this hypothesis. This is
because the disaggregation of data by education level is
available for the wage earners only, who represent just
one segment of the employed labour force according to the
definition applied in the Labour Force Sample Surveys.

B- The Prospects of Increasing the Demand for Educated

Labour :

What are the prospects of increasing the demand for
educated labour in Egypt ? the answer to this question
will consist of two parts :

(i) The prospects of the increase in the demand for
educated labour if the previous trend in the
development of economic structure and the existing
employment policy continues,

ol e
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(ii) What measures can be taken to increase the demand
for educated labour and to decrease unemployment

among the educated.

(i) The Prospects of the Increase in the Demand for
Educated Labour, if the Previous Trend Continues:

(a) Taking employment as a proxy to the demand for

labour ‘,~one finds from section A(iii) above that the
demand for educated labour has increased during 1960-1976;
their employment has increased from 7.9% of total employ-
ment in 1960 to 19.3% in 1976 ( calculated from Table 8

and 9 in the text ). All economic activities - except
agriculture L. have had a significant increase in the
demand for the educated vis-a-vis the non-educated, as
reflected in the significant increase in. the relative share
of the educated labour in total employment in all the non-
agricultural activities ( see Table 10). But, on the other
hand, this increase in demand has not absorbed all the
increase inthe supply of educated labour over the period
under consideration. The result is an increase in the
number of the unemployed educated labour in 1976 as compared

to 1960.

) The number of labour employed in any economy is not

jdentical to the demand for labour in this economy

as long as there are job vacancies. These vacancies

are actually unsatisfied demand for labour. Since it
"is almost impossible to find an economy with zero
vacancies, no matter how large is its supply of labour,
one cannot say that the number of labour employed in a
certain year is equal to the demand for labour in the

economy in this year.

(2) Agriculture acted very poorly in this regard, see
Table 10 in the text.
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This excess supply of the educated labour has been increasing
at a higher rate than the excess supply of the non-educated
labour which has led . to an increase in the share of the
unemployed educated labour in total unemployment as has

been shown in part 3 above. Free education throughout all
the education levels and guaranteeing a job for the inter-
mediate and high education level graduaies are two policies
that are probably largely responsible for the increase

in the supply of educated labour during 1960-1976. If this
trend of the relative growth in the demand for an supply of
educated labour continues,this means that the demand for
educated labour and their unemployment are expected to grow
side by side during the coming period.

(b) Examining the development in the economic structures -
i.e., the development in the relative shares of the economic
activities in GDP - over the period 1960-1976, one finds from
Table (1) in the text that from the four economic activities
that have experienced an increase in their relative GDP shares,
only one activity has large demand for educated labour; this
is the industry, mining and petroleum activity. The total
demand for labour in each of the three other activities as
reflected in their employment capacities, is relatively
small; these three activities are electricity, construction,
and trade and finance. Although the job structure in the
electricity activity favours the educated labour, its very
small share in national employment (0.6% in 1976) (1 results
in a small demand for educated labour by this activity.

(1) See Table 9 in the text.
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But in the case of construction and trade activities, the

small demand for educated labour is not attributed only to

their relatively small shares in national employment,but alsg"
to their employment ( or job) structures that do no favour

the educated labour vis-a-vis the non-educated (1).,The GDP
share of the services activity, which has the largest .demand .
for educated labour (see Table 9), has been falling during
1960-1976 as shown in Table (1).

Examining the development in the relative share of the dif-
ferent economic activities in GDP from 1976 to 1979 ( the la-
test data avaialble )(2) after excluding the petroleum acti-
vity from the GDP (3), one finds that among the four activigﬁqs
that have experienced a rising trend in their GDP shares during.
1960-1976(4), construction and .trade are the only two that have
continued:this trend. The relative.share of construction in-
creased. from 4.7% in 1976 to 6.5% in 1979; and the relative .
share of trade, finance and insurance increased from 16.1% in
1976 to 19.4% in 1979(5).'A5‘mentioned above, the demand for

(1) By ranking all the economic activities in descending order with respect ..
to their relative shares of educated labour employment in 1976, it is
found that trade, finance and insurance, and construction come at the
bottom, if we exclude agriculture which has a very low ratio (see Table
10 in the text).

(2)  The comparison between 1976 and 1979 are made by using the data in: the-

World Bank, Arab Republic of Egypt Domestic Resource Mobilization and

) Prospects for the 1980's (December 198 ,p.146. It is worth.noting

" that the national income accounts data have been revised by the Egyptian

 Authorities to take better account of some of the structural changes that

" had taken place since 1975. Therefore, one finds that the national.accounts
data of 1976 included in this 1980 World Bank document are different in

magnitudes than the comparative data jincluded in Table (1) in the text and
- taken from:the World Bank Economic Management in a period of transition,
(1978) op.cit., vol.6,p.23. ‘ ‘ o aE R
(3) The big increase in the petroleum output during 1976-1979 made its share
in GDP jump from 4% in 1976 to 16% in. 1979, which, if included, will distort
the picture regarding the development in the relative shares of all the
other economic activities in GDP during 1976-1979(see;the World Bank,1980
op.cit p.146). o o R . : -
(4) These four economic activities are, industry, electricity, construction,
and trade ( see Table (1) in the text ).
(5) Calculated from the World Bank, 1980, ibid p.146. "Trade, finance and
insurance" activity is shown in the source under two separate economic
activities. We combined them in one economic activity to make it feasible

to compare it with the 1960 figures in Table (1) in the text.

eofous
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labour in these two economic activities do not favour the
educated labour vis-a-vis the non-educated. The GDP share of
industry and mining activity, which has been rising during
1960-1976, falls from 16.8% in 1976 to 14.7% in 1979 (1).

As we know, industry and mining is the second most important
activity with respect to its employment capacity for the
educated labour in Egypt (see Table 9). Looking at the deve-
lopment of the relative share of the services activity, which
has the largest demand for educated labour, one finds that it
has continued its declining trend to 1979; its relatiyé share
fell from 23.5% of GDP (excluding petroleum) in 1976, to 22.3%
in 1979. This means that the relative share of one of the two
economic activities that have the relatively largest demand for
educated labour (i.e., services and industry), has been rising
during 1960-1976 (which is the relative share of industry), while
the relative GDP shares of both economic activities have been
falling during 1976-1979. Thus, one may say that if the develop-
ment in the economic structure continues along the trend of 1976~
1979, it is expected that the derived demand for educated labour
will continue to increase (2), but at a slower rate as compared
to the 1960-1976 period, other things being constant (3).

(1) Notice that - for accuracy and consistency - when we compare the relative
share of this activity in GDP in 1976 with the 1960 figure, we use the
data in Table (1) in the text which includes petroleum with industry and
mining. But when we compare the 1976 figure with the 1979 figure we ex-
clude petroleum and talk about the growth in the relative share of industry
and mining activity. The data which we use for the 1976 and 1979 comparison
of "industry and mining'" activity, and the other economic activities as
well are taken from the World Bank, 1980, ibid., p.146. Petroleum is not
included as a separate activity in the 1960 data.

(2) This is mainly because the size of = total employment (educated and non-
educated) increase, and the job structure in all the economic activities
is changing in favour of the employment of educated vis-a-vis non-educated
labour as. shown in Table 10 in the text.

(3) Like the speed of change in the job structure in favour of more educated
labour employment in the different economic activities between 1960 and
1976, and the methods of production used in the different economic sectors.

oo/o-o
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{(c) As shown in part 4 in the paper the relative share of

the employed educated labour in the public sector is greater
than in the private sector. This means that the open door
policy, which encourages the private sector is expected to

have a contractionary impact on the additional demand for
educated labour, unless, of course, the new private sector's
enterprises behave differently than what has been going on
during 1960-1976 (1). On the other hand, opening new projects
according to the open door policy creates job opportunities

and hence increases the demand for labour in general including
the increase in the demand for educated labour (2). But, given
the employment structure (educated versus non-educated labour)
in the public and private sectors, one would wonder whether the
increcase in the demand for educated labour would not have been
greater if the new projects were public and not private enter-
prises (3).

Consequently, our expectation is a fall in the rate of growth
of the demand for educated labour as compared to the 1960-1976
period as the result of the decrease in the relative share of

the public sector.

(d) Guaranteeing a job for the intermediate and high education
levels graduates is a policy which has a direct impact on the
demand for educated labour. The government has to provide jobs
for the new graduates who could not find jobs on their own

within three or four years after graduation. Although this policy

(1)  This depends to a great extent on the kinds of economic activities
which the new private enterprises will be working in.

(2)  However, so far, the impact of the open-door policy (the infitah)
on = employment seems to be modest. It has been estimated-using
some controversial assumptions - that the contribution of the open
.door policy in total employment of 1979 does not exceed 4%, see:
El-Issawi, op.cit., p.81.

“(3) Notice that, even after excluding agriculture, which has a very large
share of non-educated employment and is mainly a private sector
activity, the share of the educated labour in the total employment
of non-agricultural activities is still greater in the public
sector as compared to the private sector, as shown in part 4 in this
study.
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is still maintained by the government, we believe that it
cannot continue for long within the prevailing policy of
decreasing the relative share of the public sector, and of
freeing the public enterprises from hiring the new graduates
and allowing them to enter in joint ventures with the private
sector and become completely free from all the public sector's
rules in certain cases 1. Where, then, can the government hire
all the new graduates ? We believe that the government sector,
the only place left for this purpose, cannot continue for long

to take the increasing number of graduates every year 2.

One way conclude from the above that within the foreseeable
future of expected changes in the economic structure and po-
licies, the deamnd for educated labour will grow at a lower
rate as compared to the 1960-1976 period.

(ii) - Measures to increase the Demand for Educated Laboﬁr:

Several points can be raised in this regard. .

(a) the most important thing is to increase the employ-
ment apportunities in the economy. The non-availability of
enough jobs is what makes the graduafes wait unemployed for
three. and four years until they are hired by the government.

In the allocation of public investment, the government should
give high priority to the projects which are labour intensive.
This does not seem to be happening at present, since a good

portion of the public investment are directed towards capital

intensive project 3.

1. These cases are when the share of the public enterprise in the capital
of the new project is less than 50% of the total. In this case, the
new project, in which the public enterprise is subscribing in with
49% or less of the capital, will be considered as a private enterprise
and will not be subject to any public sector's rule.

2. It is worth noting that, at early 1981,President Sadaat has announced that
the new graduates will be allocated only to the government organizations
outside Cairo governorate. Decreasing the population pressure in Cairo
is not the only reason behind this decision, we believe. The difficul-
ties that the government face at present in creating jobs for the new
graduates is an important reason, we believe, behind this act.

3. See: Hansen, op.cit., pp. 14, 42049.

eofeen
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The objective of creating more jobs in the economy should be
given more weight in some economic activities than the growth
target 1. The tightness in the job availability in the
economy is reflected by the fact that until 1981, 43% only
of the graduates of 1977 ( intermediate education level)

and 1978 ( high education levels ) have found a job on their
own 2. The government should also encourage the private
sector to invest more in the projects that hire more labour;
e.g. like giving special tax deduction for the new projects
that employ more than 20 workers, for example. Creating more
jobs in the economy implies an increase in the demand for
labour, including an increase in the demand for educated

labour.

(b) there is already shortages in some specializations,
mainly at the intermediate and above intermediate (i.e., below
university) levels of education 3.'This implies the existence
of unsatisfied demand for labour in some areas. This unsatis-
fied demand can be met, and the unemployment among the gra-
duates can be decreased, by training the unemployed graduates
in other specializations to fill these job vacancies. This
means that suitable training programmes can increase the de-
mand for some types of educated labour who are in excess supply.
A good example is the training centers, that have been opened
to teach some craftsmenship (like plumbing, carpentry, etc.)
in four months. It has been found that university graduates

1. The growth target is already taken care of by some economic activities,
like petroleum production and the Suez Canal; they realize high rate
of growth .and are by their very nature, capital intensive.

2. See El-Ahram, op.cit

3. - W. Klatanoffand & others,'The Manpower Estimates to Service Education
Planning and Training", a paper submitted to the conference of the
Egyptian Economists, March 1980 (in arabic) pp.23-25S.
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are joining it, since, as they said, using this craft will

give them much higher income 1.

Although training after graduation helps in decreasing the
unemployment among the educated labour, it implies waste of
resources to the society. This is because the society pays
the education cost for specializations that are not used
afterwards. Moreover, being a plumber or a carpenter, etc.
does not need that one spends this long education period in
schools and university with all the social and private costs
involved. A much better way of doing it, of course, is to be
able to direct the students early in their education towards
the specialisations that are in demand by the society. This
requires that the government will be able to know in advance
which specializations will be in short supply ahead of time
and make these information available to the students early
enough. Manpower and education planning are very important
in this regard. But, on the other hand, one should not over-
estimate their impacts on the labour market, given the pre-
vailing social values, which still give large weight to the
university degree 2. As it is put by a commerce graduate,
who is learning plumbing in one of these training centers :
I can earn now ten times the salary of a university graduate,
and marry a girl from a good family without being refused on
the basis that I am a plumber, since I have a university

degree 3.

1. See, the weekly newspaper Akhbar-El-Yom, Cairo, Egypt. 2.5.1981.

2. It is worth noting, though, that these social values are changing
significantly over time, especially regarding the attitude towards
manual work. It was only twenty years ago that a survey conducted
by the Institute of National Planning revealed that few of the high
and intermediate education levels graduates accept to work in a job
that needs lower qualification ; also few accept to be involved in
manual work. See, the Institute of National Planning (Egypt), Research
Project on Employment and Unemployment Among the Educated, Cairo,1963,
pp. 95, 106, 107. Now the university graduates are driving taxis and

learning plumbing, carpentry, etc.
3. Akhbar-El-Yom, op. cit.
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In other words, by this way, he can get " the best of both
worlds ". This is because being a plumber without having a
university degree will disqualify him according to the
middle social class values, and, on the other hand, working
with the university degree does not enable him to make a

good living.

(c) promoting the foreign demand-especially the arab
demand - for Egyptian labour, can help in decreasing the
unemployment among the educated in Egypt. But free emigration
policy without being accompanied by manpower planning, which
is happening at present, has created shortages in some skills
in the society, raising, thus, their wages and enhencing
the inflationary impact in the economy. Another negative
aspect of emigration is that the society pays the education
cost of the emigrants without getting anything in return.
Emigration can be one of the solutions of the unemployment
problem in Egypt if it is organized to avoid the two negative
aspects mentioned above. Manpower planning can help in avoi-
ding the labour shortages, which the society is suffering
from in some areas at present. Projecting the shortages in
advance and providing the necessary information to the students
to guide them in their education choice and applying appropriate
training programmes, can provide the substitutes for the emi-
grated skills at the right time. Also, serious studies should
be made to find a way of getting the education cost of the
educated emigrants back to the Egyptian society, whether this
will be paid by the receiving countries or by the individuals
themselves in the form of taxes. This does not seem infeasible
as it may sound to be. At least the cost of education can be
paid by the rece1v1ng countries for the types of labour which
is 1n relatlvely scarce supply in the arab region and are
subJect to inelastic demand for them.

el een



In short the total demand for educated labour can be
increased by promoting the foreign demand - especially the
arab demand - for them. However, serious studies should be
made regarding the conditions in the labour market in the
arab countries and how to promote their demand for Egyptian
labour, on one hand ; and on the other hand, the present
emigration policy should be revised to eliminate its negative

impacts on the Egyptian society.

5- Wages :

(A) Wage Determination

Since the Nationalization Acts of 1961, a relatively
large public sector has emerged in Egypt side by side with
the private sector. Wages in the public sector, which
consists of the government and the public enterprises, are
determined differently than in the private sector. While
in the private sector wages are mainly determined by the
interaction between the demand and supply sides in the
labour market, with minimum government intervention, the
wages in the public sector are set by means of a grade sys-
tem relating the grade levels to the levels of the formal
education attained by the emplovees.

The wage scale in the government and public enterprises is
divided into grades based mainly on the formal education level
of the employees. Each grade has its basic wage level. In Ad-
dition to this basic wage level, overtime pay, bonuses and in-
centives can be given to the employees which may add up to a
maximum of 50% of the basic wage in the government and 100% of
the basic wage in the public enterprises ].

1. International Labour Office, Employment Opportunities and Equity in a
Changing Economy; Egypt in the 1980's, a Labour Market Approach.
A draft Report of the ILO/UNDP Strategy Mission, June-October 1980.
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The number of grade§ in the wage system of the public sector

( government and private enterprises ) has been reduced from

14 grades in the early sixties to 12 grades in 1971 and then

to nine grades in 1978, reducing, thus, the gaps between the
basic wage levels. For example, in 1964 the ratio between the
start salary of the lowest and highest grades was 1:30 ; this
ratio has been reduced to 1:11 in 1978 Fl). From the early
sixties until the middle of the seventies the wage scales of
the government and the public enterprises were very similar.

In 1975, general cost of living allowances were given, followed
in 1976, 1977 and 1978 by general wage increase differentiating
according to wage levels and favouring the lower grades. In
1978 the public enterprises were given more freedom as compared
to the government in terms of wage setting. Temporary appoint-
ment is a method which has been widely used to give individual
high wages (2);

Although wage determination in the private sector is based on
market forces, it is not completely free from government in-
fluences. One form of this influence is gecvernment direct
intervention in the labour market since 1962 by setting
minimum statutory wages for the industrial and agricultural
sectors and legislation has been extended in 1974 to cover

all private employment. From 1975, cost of living allowances
have been imposed by law on the private sector. Although in
principle these laws and legislations should cover all private

(1) I1LO Report , ibid., p. 203.

(2) Ibid., p. 79.
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enterprises, in practice they are effective in the large

(1

enterprises only » Which represent a small portion

of the private sector. The second important influence is
through the impact of the public sector's wage schedule

on the wage determination in the private sector. We believe
that there is an important relationship between the level

of wages determined in the private sector and the wage
schedule set in the public sector regarding some types of
labour. This relationship may be explained as follows., If

the private sector wants to attract certain quality of labour,
it should give them wages at least equal to the public sec-
tor's ( with all the fringe benefits included, of course).
Only in the case where there is excess supply of this type

of labour as compared to the public sector's demand for then,
the private sector can offer them wages less than the pre-
vailing ones in the public sector and still get his needs of
labour requirement. However, this situation can exist only

in the case of the unskilled and non-educated labour, speci-
fically those below the secondary education level. It does not
apply to the case of skilled labour since they are in short
supply and the market mechanism raises their wages in the
private sector anyway. This situation does not apply also

to educated labour because the government guarantees a job
for the graduates of the intermediate and higher education
levels, and hence there is no need for those to accept
permanent jobs at a wage pay below the comparative public
sector wages. They may accept such kind of jobs temporarily
during their waiting period for the government job, which may
extend for three or four years as mentioned before. Moreover,
the impact of the public sector's wage schedule on the wage
determination in the private sector is not confined to the
former sector setting the wage floor for the permanent com-
parative jobs in the latter for some groups of labour.

(1) ILO Report, ibid. , pp. 79-80.
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Itsimpact extends, we believe, to the determination of the
wages in the different job levels as well. This is because
when the private enterprise puts its wage schedule for the
job hirarchy , it puts it having in mind the comparative

job schedule in the public sector, what matters mostly in
attracting the relatively good quality of labour is the re-
lative level of wages offered in the private sector as com-
pared to the public sector. In other words, when the private
sector puts its wage schedule, it puts it on the basis of how
many times the wage offered for a certain job;is greater than
the wage for the comparative job in the publfc sector. Thus,
the determination of wages in the private sector is not sim-
ply the outcome of the interaction between the supply and
demand sides in the labour market - as it would have been in
an exclusively market economy - but it is significantly affec-
ted by the level of wages set in the public sector plus work
experience abroad, mainly in the arab coutnries. Consequently,
we believe that, were it not for the public sector's wage
determination mechanism, the level of wages would have been
higher for relatively scarce specializations and lower for
relatively abundant one, compared to wages prevailing at present.

Another point we would like to discuss regarding the wage de-
termination in the private sector, is the extent of wage rigi-
dity in the labour market. The existence of unemployment in
the economy may be taken as evidence that wages are rigid
downwards in the private sector, since it is the one which

can absorb, within the limits of its capacity of course, the
quantity of labour in excess of that demanded by the public
sectbr, if the wages are flexible enough downwards. Certainly,
this wage rigidity is not due to the unionization, since this

is very limited in Egypt.

Y
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Hence, one may wonder why wages are rigid in a relatively

low income country like Egypt, with unemployment reaching
7.7% in 1976, given that open unemployment is quite a 1lu-
xury that cannot be afforded by many people in poor socie-
ties ? This wonder will disappear if one examines the
Egyptian labour market more carefully. It will be found

that this high unemployment rate is a misleading indicator

to the degree of wage rigidity in the economy. To talk about
wage rigidity in the labour market in Egypt, one should dif-
ferentiate between two subsectors. The first includes those
who have secondary or higher levels of education, and the
second subsector includes all the rest, i.e. below the se-
condary level of education and the illiterates.In the first
subsector downward wage rigidity is expected to be high
because the government guarantees a job for them, and hence
it is logical that they may not accept any permanent job .
with a wage less than the comparative wage level in the public
sector's wage system. In the second subsector, which includes
the bulk of the labour force in Egypt, wages are not expected
to be much rigid downwards, especially among the adults ( 15
years and over ). Among the adults in the second subsector,
one expects that the degree of wage rigidity downward is really
modest, since generally speaking, not many of the adults in
the labour force can afford to be openly unemployed in a low
income country like Egypt ; they must support their families
financially (1). To test this hYpothesis, we have calculated
the rate of unemployment in each of the two subsectors, and
for the adults in the second subsector.

(1) Notice that, by definition, the labour force of the
first subsector are all adults. This is because people
with secondary level of education or higher fall in
the age brackets of 15 years and over.
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It has been found that the unemployment rate in 1976 in

the first subsector - i.e. for the labour force with in-
termediate and higher level of education - is 16.8%, and

for all the second subsector ( children + adults ) is 6.2% ,
and for the adults only in the second subsector is 1.7% (1).
Taking unemployment rates as an indicator of the degree of

(2), one may conclude that the

downward wage rigidity
downward wage rigidity is relatively high in the labour

market for the intermediate and higher level of education
and significantly low for the adult labour with low level

of education and the illiterates.

(B) Wage Structure

Given the available data, the wage structure in
Egypt and the development of this structure during the

pcriod.1960 - 1976 will be examined via three angles.

(1) The data used for the estimation of the three rates of
unemployment in 1976 are derived from Tables 2), 3),
(4), (7) and (9) in the text. These data are:
The number of unemployed with intermediate and higher
level of education = 263177,
The labour force with intermediate and higher level of
education = 263177 + 1299257 = 1562434.
The number of unemployed illeterates and below intermediate
level of education = 584045,
The labour force illeterates and below intermediate
education level = 10981535 - 1562434 = 9419101.
The number of adults unemployed (15 years and over) illiterates
and below intermediate education, level =585045-437493=146552.
The adult labour force illiterates and below intermediate
education level = 9419101 - 991566 = 8427535,

(2) Since if wages are flexible enough downward (or wage rigidity
downward is low), the labour market would have cleared and

unemployment would have been negligible.
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First , we shall examine the development of the average wage

in the different economic activities over the period.

Second, the development of the gap between the average wages

of the blue and white collars over the period will be examined.

Finally, the average wage differetial between the public and

private sectors will be investigated.

To examine the change in wages over the period under

consideration, let us look at the development of the average

wage of the male worker in establishments with 10 or more

workers as shown in Table (13) M

(M

We shall examine the development of the wage of the

male workers only to exclude the impact of the change

in the sex structure of the labour force on the average
wage level, since in most economic activities the average
wage of the female workers is lower than the male workers
(see Tables I and II in the appendix). Thus, if we take
the average of both sexes, a fall in the average wage

may not be due to a fall in the absolute level of wages
for any of the sexes but only due to the increase in the
relative share of the females in the labour force in

the economic activity under consideration. It is worth
noting that by law there is no sex discrimination in

the wage pay for the same job. The relative low average
wage for the female workers is probably due to the fact
that a large portion of the female workers - as compared
to the male workers - are illiterates and have lower
level of education and, hence, they are in the jobs closer
to the -bottom of job ladders.

eol e
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Table (13)

The Change in the Average Weekly Wages of
the Male Workers in the Establishment of
10 Workers or More, by Economic Activity

(1968 - 76 )
(%)
Economic 1960-1976
Activities Blue Collars White Collars Total
1- Agriculture 112.4 31.9 84.1
2- Mining & Quarrying 33135 89.9 99.1
3- Manufacturing 190.8 42.6 152.4
4- Construction 147.0 . 29.5 108.5
5- Trade, Finance
and Insurance 102.9 30.5 54.3
6~ Transport, Communic. ‘
and Storage 1075582 45,1 88.1
7- Services 201.0 147.4 182.8
8= T O AL 166.5 435 119.9

Source : Calculated from Tables I and II in the appendix.

It is clear from Table (13), that the largest average
wage increase has occured in the services sector ; the average
wage of the male worker has increased in 1976 by 182.8% above
its level in 1960. Next comes the manufacturing sector with
an increase in the average wage of the male worker by 152.4%
of its 1960 level. The third sector is construction with a

108.5% increase in average wage.
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The next to last sector in terms of the average wage increase
is agriculture ( 84.1% increase over the period). It is worth
noting that the increase in the average wages in agriculture
and construction as shown in Table 13 seems to be significantly
underestimated, probably due to the limited data coverage of

(1). Moreover, the agricultural sector proper

the private sector
is not covered by Tables I and II in the appendix, which are the
'source of Table (13) as we know. This is because the agriculpural
establishment covered are only those engaged in the provision

of agricultural services, e.g. packing, spraying, tractor

(2). According to the data of the ministry of

hiring, etc.
agriculture, the average wages of men in agriculture in 1976
is 498.3% of the average wage in 1959/60 (3) ; i.e. there is
an increase in average wage by 398.3% over the period and

not only by 84.1% as shown in Table (13)., In the construction
sector, the increase in the average wages of male workers |

ranged between 328% for the painters to 650% for the excavators

during the period 1960-1977 (4),

(1 By relating the employment figures in the 1976
bulletin of Employment, Wages and Hours of Work to
those in the 1976 Population Census, it has been
found that 88.4% of the public sector employment
and 2.3% of private sector employment only were
covered in the first source, from which Table 13
is calculated. See El-Issawi, op.cit., pp. 76-77.

(2) Ibid,, p. 77.
(3) Calculated from the ILO Report, op.cit., Table 5, p.91.
(4) Calculated from the ILO Report, ibid., Table 7, p. 95.

P SN
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One may wonder whether there is similar underescimation
of the actual increase in the average wages in the other
sectors as well - besides the agriculture and construction -
because of the limited coverage of the private sector in

the wage data.

Comparing the increase in average wages with the distribution
of additional employment in the different economic activities
over the period under consideration, Table (14) shows that the
largest share of the increase in employment has been directed
to manufacturing, then comes the services and next is agricul-
ture. Trade and construction come fourth and fifth in ranking
with respect to the relative shares in the increase in employ-
ment. This means that the ranking of the economic activities
with respect to the increase in average wages does not coincide
with the ranking of these activities in terms of the increase
in employment. For example, the services sector, which ranks
first in the average wage increase, ranks second with respect
to its relative share in the employment increases during the
period. Manufacturing, which ranks second with respect to

wage increase, ranks first with respect to its employment
share, and so on with respect to the other sectors. However,
one may'say that services and manufacturing are the two leading
sectors with respect to the increase in wages and employment
during 1960 - 1976.

iy (e
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Table ( 14 )

The Distribution'of the Increase in Employment
to Different Economic Activities during 1960-76

Economic Increase in Employment

Activities Number : (%)
1-  Agriculture 473396 18.0
2- Mining & Quarrying 12522 _ 0.5
3- Manufacturing 662363 25.2
4-  Electricity, Gas '

and Water 25332 1.0
5- Construction 266105 10.1
6- Trade, Finance

and Insurance 314078 11.9
7-  Transport and

Communication 222697 8.5
8- Services 511188 19.4
9- Unspecified 144260 5.5
10-  Total 2631941 100.0

Source : Calculated from Tables (6) and (7) in the text.

The fact that the ranking of the increase in wages
and the distribution of additional employment in the different
economic activities do not.coincide is not surprising, because,
first, we are dealing with a mixed economy with public and
private sectors existing side by side, and. each has different wage
and employment rules to apply ; and second wages, generally
speaking, are not the only important factor affecting the
demand and supply sides in the labour market.
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There are other equally important factors as well, like the
credit availability, the government policy of guaranteeing

a job for the graduates, the available job opportunities,

job securities, fringe benefits, etc, The increase in employ-
ment in a certain economic activity is the outcome of the
interaction between the demand for and supply of labour,

which are affected by several factors and not only by wages.

Looking at the second angle in the development of the size

of the gap between the white collars and blue collars, one

finds that this gap became narrower in all the economic
activities. This is because the increase in the average wage

of blue collar male labourer has been much greater than the
increase in the average wages of the white collar male labourer in
all the economic activities as shown in Table (13). This has

its positive implication on income distribution and social

equity.

The third angle is the difference between the average wages
in the private and public sectors in the different economic
activities. As it is shown din Table II din the @ppendix, iIn
three economic activities ( agriculture, manufacturing

and trade, finance and insurance ) the average wage is higher
in the public sector as compared to the private sector, while
in .the other activities the reverse is true. This result
should be taken with great cautions. This is mainly because
the coverage of the private sector is limited and hence one
cannot take the average private sector's wages shown in

Table II in the appendix as a good répresentative of the
average wages in the private sector. One proof to that 1is

the large underestimation of the wages in agriculture and

construction activities as explained above.

g
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Another proof is the wage data published by a consultation firm
(the Middle East Advisory Group ) for a sample of private
enterprises as shown in Table (15). However ,these data should
be taken with great cautions too since the sample chosen is

not a good representative to the private enterprises prevailing
in Egypt. But it helps to show how»diversified are the wages
within the pfivate sector itself, and how large the gap can be

between the wages paid in the public and private sectors.

Table (15) shows the minimum and maximum level of monthly
earnings ( salaries + bonus and profit sharing + overtime +
cost of living allowances ) of 3653 employees in 24 private
enterprises in 1977. It is clear from the Table that the
average wage in the private enterprises in the sample ranges
from a minimum of LE 82.1 a month to a maximum of LE 317.1

a month in 1977. The minimum level of the average monthly |
wage ( LE 82.1 ) is more than double the average monthly wage
in the entire private sector in 1976 as estimated from

Table II in the appendix, which is equal to LE 30.9 (1).

(1) This is estimated as equal to the average daily wage
in the private sector ( = average weekly wage divided
by 7 ) multiplied by 30 days. Thus the estimated average
monthly wage in the entire private sector = ( 7.21 /7 )
X 30 = LE 30.9
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Table (15)

Monthly Earning Ranges in Some Private Enterprises
in December 1977 and June 1981 ( LE )

December 1977 June 1981

Low High Low High

Range Range Range Range
Managers 225 650 506.7 153557
Professionals 129 396 256.. 53 901.0
Skilled Clerical 51 365 1:96..1 637.3
Semi-Skilled Clericalr 46 190 1070 350.4
Skilled Technical 79 281 196.0 577 .8
Semi-Skilled Technical 2.5 208 101.6 385.0
Unskilled 20 130 570 2280
Averace 8201 o P A 202741 659.3

Source and Notes : Middle East Advisory Group, The Survey

of Personnel Policies and Salary Levels

in Egypt, vol. 2, December 1977, Table 16,
and vol. 9, June 1981, Table 30.

- It should be noted that the 1981 data in-
cluded in this Table are estimated by taking
the average of each of the lowest and highest
range of earnings in each job category in the
different enterprises included in Table 30 in
vol, Y9, June 198\,

In the public sector, the average wage in the government sub-
sector in 1976 was LE 35.988 a month (see Table 17), and in
the public enterprises with 10 employees or more is LE 32.74
(1)

a month

(1) Calculated from Table II in the appendix as equal to the daily wage
in the public enterprises (= LE 7.64/7) multiplied by 30 days.

A
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How did the wages develop in each of the private and public
sectors after the application of the open door policy in
1974 ? Looking at the private sector, one finds from Table
(15) that the average wage in all the professions and labour
categories in the sample involved have more than doubled in
1981 as compared to 1977. This applies to the low and high
ranges of the wages. As shown in Table (15) the average of
the low wages range increased from LE 82.1 a month in 1977
to LE 202.1 a month in 1981, i.e. by 146.1% ; while the
average of the high wages range increased from LE 317.1 in
1977 to LE 659.3 in 1981, i.e. by 107.9%.

Looking at the average wages in the public sector, one finds
from Tables (16) and (17) that they have increased significantly
in 1979 ( the latest data available ) as compared to 1974,

One may say that the wage schedule set in the public sector

is not completely independent of the conditicns prevailing in
the labour market. Increases in wages have taken place in

the public sector to cope with the changing situation in the
labour market to reduce the leakage of some qulifications



Table (16)

The Average Monthly Wages in Manufacturing
( Public Enterprises)(1974-1979) ( LE )

Type ofblndustry 1974 1975 1976° 1977 1978 1979

1- Spinning, Weaving 27.2 31.5 36.0 42.7 48.4 54.8
and Textiles

2- Food Industry 28.7 32.6 36.3 41.4 51.3 56.5

3- Chemical Industry 32.9 39.3 41.1 47.4 55.0 60.0

4- Basic Metals & 36.4 41.4 48.1 54.7 61.7 714.6
Products :

5- Mining and Metal- 28.1 33.1 44,7 . 44.5 53.3 69.7
lurgical Ind.

6- Total 29.8 34.5 39.4 45.5 52.4 60.2

Source and Notes : Calculated from : Ministry of Industry and Mineral
Wealth, The Report of the Performances and Results
in Industry and Mineral Wealth, several issues (in

arabic ).

- The two sets of data ( the number of workers and wages)
that are used to calculate the average wages included
in the Table are on yearly basis. We have converted the
estimated average yearly wages to average monthly wages
by dividing it by 12.
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Table (17)
The Average Monthly Wage of Government
Employees ( 1974 - 1979 ) (LE)
Year Average Wage
1974 30.0
1975 32.0
1976 36.0
1977 41.1
1978 44.4
1979 ' 47.8

Source : General Orgzanization for Public Management,

The Development of Wages and Salaries in the Government
and Public Institutes During the Period 1965/66-1979.
Data series no. 17, May 1980 Table (6), p. 34 (in arabic).

from the public to the private sector. Table (16) shows the
changes in the average wage in the public enterprises in

the manufacturing sector from 1974-1979. It is important

to note that this Table (16) covers the wages in all the
public enterprises in the manufacturing sector while Table

I1 in the appendix covers the wages in the public enterprises
with 10 employees or more in the manufacturing and other
economic activities as well. Thus , comparison between the

two Tables is not justified.
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Looking at Tables (16) and (17), one finds that the

average wage in the public enterprises has increased from
LE 29.8 a month in 1974 to LE 60.2 a month in 1979, i.e.

by 102.0%, while in the government the average wage has
increased from LE 30.0 a month in 1974 to LE 47.8 a month
in 1979, i.e. by 59.3%. It is clear that the increase in
the public enterprises in the manufacturing sector is much
greater during the period than in the government subsector.
This is expected since the public enterprises subsector got
more freedom in wage setting in the second half of the
seventies as compared to the government sector to be able
to compete with the private sector and prevent some of the
labour drain in the relatively scarce skills which took
place after the application of the open door policy.

A final point should be mentioned before closing this
section on wages to prevent any misunderstanding of the real
-situation. This significant increase in the money wages in
the private and public sectors after 1974 should not be taken
to mean that a significant improvement has occured in

the standard of living of the labour force. What matters
here is the changes in the real and not the money wages.
Looking at the change that took place in the consumer price
index, one finds that it has increased significantly in the
second half of the seventies as compared to the previous
period, meaning thus that the changes in real wages,
especially in the public sector, are really modest (1).

(1) The consumer price index in the urban sector-with the
base year 1966/67 - was 148.9 in 1975 and 272.7 in 1980;
i.e. it has increased by 123.8 percentage points during
the five-year period of 1975-1980 as compared to an
~increase of 48.9 points only during the eight-year
period of 1966-1975. See , the National Bank of Egypt,
The Economic Report vol. 34, no. 1&2, p. 123
( 1n arabic ).




Agpendix ./.88

Tablc I
Average Weekly Wages {or the Blue and White Collars Labour
in the Establishments of 10 Employces or more, by Economic
‘Activity ( in July 1960)

( LE)
Economic 4 Blue Collars White Collars TOTAL
Activities Male Female Total Male Female Total Male Female Total
1. Agriculture 1.93 0.93 1.92 5.64 4.41 5,63 2.89 1.50 2.87
2. Mining and
Quarrying 4.51 2.69 4.51 14.99 9.73 14.56 5.78 9.07 5.82
3. Manufacturing 2.28 1.19 2.21 7.60 4.63 7.44 2.92 1.53 2.83
4. Construction ' 2.53 1.70 2.53 8.44 4.15 8.31 3.52 3.71 3.52
S. Electricity,
Gas & Water 3.83 - 3.83 7.99 4.40 7.81 5.10 4.40 5.09
16. Trade, Finance _
; and Insurance - 3,11 1.88 3.01 8.76 5.45 8.39 5.82 3.90 5.63
7. Traﬁsport, Com- :
! mumic,& Storage 3.29 2.04 3.29 7.56 5.79 7.41 4.28 5.49 4.31
8. Services 1.97 | 1.73 11.94 5.65 | 3.54 4.78 | 3.20 | 2.97 3.14
9. Total : 2.48 1.32 2.41 7.88 4.46 | 7.46 3.51 2.36 3.42

source : CAPMAS, Tmployment, Wages and Hours of work, July 1960 ( 1n arabic




Table 11

Average Weekly Wages for the Blue and White Collars Labour in the Establishment of 10 Employces /+89
or More, by Economic  Activity (in October 1970)
(LE)
Lconomic Owner Blue Collars White Collars T DT e T

Activities Ship Male Female Total Male Female Total Male Femule Total
1. Agriculture Public 4,32 -- 4.32 8.54 6.18 8.31 6.03 6.18 6.03
Private Bail-l 4.00 S 4.60 S.94 4.54 4.01 3.94 4.01

Total 4.10 4.00 4.10 7.44 5.58 s 20 5,32 555 5033

2. Mining and Public 9.10 6.65 9.10 17.97 .} 10.63 17.07 10.77 10.57 10.76
Quarrying Private [19.46 -— 9.46 28.47 | 21.70 27.94 21.86 2170 21,86
Total 9.74 6.65 0573 18.94 | 11.27 18.03 11250 10.99 it 50

3. Manufacturing Public 6760 .1 5,13 0.65 10.95 6.84 10.40 7493 5.69 7,39
Private 6.03 4.51 5.88 9.80 7,95 9.61 6.45 5.00 6.30

Total 6.03 4.98 0.51 10.84 6.9 10.32 757 5:55 1sel

4. Construction Public 6.22 4.70 Gs21 10.78 8.53 10.43 7.28 8.07 75
Private 6.80 5.00 6.80 13.49 7..34 12.47 8.26 7433 8.22

Total 6,25 4.70 0.24 10.93 B2 10.54 7.34 8.02 7.36

5. Trade, Finance ]]Public 6.30 5,351 0.26 1119 6.86 1019 6.00 6.72 §.69
and Insurance |Private 0.34 5.10 6.25 13.89 9.20 12.94 8.56 7 430 8.42
Total 0.31 5.38 6.25 11435 | 37.06 10.44 8.98 6.80 8.65

0. Transport, Public 0.83 4.78 6.85 9.56 6.79 9.10 7565 6.74 7.60
Conmunic.and Private 6.62 T8 6.64 20.87 | 18.35 20.43 12592 17.30 12485
Storage | Total 6.82 5.85 0.82 10.82 8.13 10.37 8.05 8.05 8.05

7. Servites Public 6.76 5.70 6.71 9.63 T 78 8.99 Tsol 137 7.255
Private 5055 3.76 522 Taeil2 7.42 11.08 9.63 0.067 8755

Total 5593 3295 5.060 13.98 7.45 10.75 9.05 6.74 8.31

8. Total Public 6.72 5. 15 6.63 10.96 .00 10.29 T8 6.14 .04
Private 6.12 4.48 5.96 13.00 8.15 11.61 7.38 0.16 TiA

Total + 6.61 4.97 6.51 T2 725 10.47 Tl 6.13 757

Source : CAPMAS , Imployment, Wages, and Hours of Work
o October 1976, Junc 1980 ( in arabic ).

(1) In the source, this is shown as two separate activities

: trade , and finance and insurance.
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