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Foreword

About 200 million people between the ages of 12 and 24 live in Africa
today, and their share of the population is rising. By 2010 youth will
account for 28 percent of the population, making Sub-Saharan Africa the
“youngest” region in the world. This largest-ever youth cohort means that
the time has never been more urgent to invest in young people in Africa.
With good policies and institutions in place, the potential to reap a divi-
dend from a larger, younger work force with fewer dependents is great.

This book examines the challenges African youth face in their transi-
tion to work and presents a strategy for meeting these challenges. It
argues that African youth start working too early and are unprepared to
meet the demands of the labor market. Leaving school early—or not
entering at all—limits their human capital accumulation and restricts
their upward mobility, with grave implications for both individuals and
national economies.

Labor is the most abundant asset of poor households in Africa.
Developing this asset is therefore essential to helping households move
out of poverty. Strengthening the work force can also improve the
investment climate, increase economic growth, and prevent instability
and violence, particularly in postconflict situations, where large numbers
of unemployed youth threaten security.

This book describes how Africa’s young people spend their time and
presents a case for investing in youth in Africa, analyzing the two paths
to working life for Africa’s youth: directly (without the benefit of edu-
cation) and through school. It also presents new evidence on the effects
of education on employment and income in selected countries, and

xvii



xviii Foreword

examines youth unemployment and its determinants. The case studies
conducted in selected African countries analyze policies and programs
implemented on youth employment and suggest a policy framework to
help African youth successfully transition to working life.

Robert Holzmann Yaw Ansu

Director, Social Protection Director, Human Development
Human Development Network Department

The World Bank Africa Region

The World Bank
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Executive Summary

Youth and Africa have received increased attention in recent policy
discussions and World Bank work, as articulated in the Africa Action
Plan and the World Development Report 2007: Development and the Next
Generation. The Africa Action Plan offers a framework to support critical
policy and public action led by African countries to achieve well-defined
goals, such as the Millennium Development Goals (MDGs). The World
Development Report’s main message is that the time has never been better
to invest in young people living in developing countries. It offers a three-
pillar policy framework for investing in and preserving the human capital
of the next generation. Both frameworks respond to the desire to find
solutions to Africa’s development challenges and to prepare for and
benefit from the next generation of workers, parents, and leaders.

This report examines the challenges Africa’s youth face in their tran-
sition to working life and proposes policies for meeting these challenges.
It presents evidence from case studies of 4 countries—Burkina Faso,
Ethiopia, Tanzania, and Uganda—and from household data on 13 coun-
tries. The four case studies include a stocktaking of existing policies and
programs to address youth employment and labor markets.

The overarching message of the report is the call to further invest in
the human capital of youth in Sub-Saharan Africa to take advantage of
the large youth cohorts there. Youth in Africa leave school too early and
enter the labor market unprepared, limiting their contribution to
economic growth and increasing their vulnerability to poverty and
economic hardship.

XXV
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Why Focus on the Transition to Work for Youth in Africa?

Youth undergo several transitions between the ages of 12 and 24. During
this period, some young people move from primary to secondary educa-
tion. Others leave school and start to work. Decisions made during this
period affect young people’s acquisition of human capital. These
decisions have enormous consequences for their future prospects, as well
as those of their communities.

The difficulties youth encounter in entering the work force and devel-
oping the skills needed to ensure gainful and productive employment
can have profound effects on countries’ investment climates and
prospects for growth. An educated and healthy work force provides
incentives for investment; unskilled and disillusioned youth make
returns to investment low and uncertain. For this reason, national gov-
ernments and regional bodies have placed this issue squarely on their
policy agenda for this decade.

Africa’s Window of Opportunity

The demographic transition in Sub-Saharan Africa makes youth the
most abundant asset the region has or will have in the near future. About
200 million young people between the ages of 12 and 24 live in Africa
today; unlike in the rest of the developing world, the share of youth in
the population will continue to rise in Africa. Since the 1950s the youth
population in Sub-Saharan Africa has more than quadrupled (UN 2005).
This rapid rate of growth has pushed the absolute size of the youth pop-
ulation in Sub-Saharan Africa beyond that of many other regions. By
2010 youth will represent about 28 percent of Sub-Saharan Africa’s
population, making it the “youngest” region in the world. By 2030 Africa
is projected to have as many youth as East Asia and by 2050 could also
exceed the youth population in South Asia.

This largest-ever youth cohort is more educated and healthier than
previous cohorts. Other regions that have seen such an important demo-
graphic transition (such as East Asia and Latin America) have had mixed
records dealing with it. East Asia, which put the right policies and
institutions in place, was able to reap the demographic dividend from a
large work force with fewer dependents. In fact, some observers have
suggested that up to a third of the Asian miracle growth is attributable
to this demographic dividend. In Latin America similar demographic
dynamics did not yield better development outcomes.
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This opportunity no doubt involves risks. Africa’s youth cohort today
faces new challenges, such as HIV/AIDS and global competition. Changes
in economic conditions and global forces have increased competition and
demand for higher skills, increasing the returns to education, particularly
higher levels of education, in countries that are growing.

Youth Face Several Challenges in Their Transition to Work

Africa’s youth follow two paths in their transitions to working life.
Some go to work directly, with little benefit of formal schooling. Others
join the work force after a time in the formal school system. Many
young people enter the labor market unprepared, making them more
vulnerable to demographic and demand changes affecting the labor
market. Few youth earn wages and many work in the informal sector. In
rural areas most young people are in unpaid family work, are underem-
ployed, or both. In urban areas many young people are unemployed,
some of them for long time periods. Those who work are more likely
than adults to be stuck in low-productivity jobs. The low-skilled are
most vulnerable to weakening demand. Young women have difficulty
participating in the labor force. They become discouraged workers and
engage in nonmarket activities.

African Youth Enter the Labor Market too Early and too Unprepared
Early entry into the labor market limits Africans from accumulating
the human capital they need to get good jobs. The difficulties they face
finding work or participating in the labor force mean that the benefits
of earlier investments are not fully realized. Safeguarding and building
on these investments will greatly increase the likelihood that Africa
benefits from its youth bulge. It will reduce the threat to its security
and future development. And because labor is the most abundant asset
of the poor, making labor more productive will help move Africans out
of poverty.

A substantial proportion of young people in most Sub-Saharan
African countries never enter school, moving directly into the labor
force. In fact, the incidence of child labor in Sub-Saharan Africa is the
highest in the world. In 29 African countries for which data are avail-
able, an average of 35 percent of children under the age of 15 work.
Exposure to the job market in childhood or early adolescence can have
a strong negative impact on future labor market experience and earning
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potential. Today’s child laborers will represent the weakest part of
tomorrow’s adult labor force.

African youth enter the labor market lacking skills. Illiteracy among
15- to 24-year-olds is alarmingly high; in Burkina Faso, Ethiopia, and
Mozambique more than 75 percent of out-of-school youth have no
education at all. Despite enormous improvements in education over the
past decade, the primary completion rate in the region—59 percent—
remains the lowest in the world. This education gap remains a major hin-
drance for Africa’s youth as they transition into working life.

Africans who do transition from school to work experience very long
periods of inactivity, implying significant labor market entry problems. In
8 of the 13 countries reviewed (Cameroon, Ethiopia, The Gambia,
Kenya, Malawi, Mozambique, Sio Tomé and Principe, and Zambia),
young people face about five years of inactivity before finding work;
youth in Uganda are inactive for more than three years on average. The
transition duration is just one year in Cote d’Ivoire and almost seven
years in Mozambique, suggesting that vulnerability to unsuccessful tran-
sition varies greatly across countries. Male youth stay in school longer
and attain higher education levels than females. They start the transition
to work later than females in both urban areas (except in Kenya) and
rural areas (except in Kenya and Uganda). Urban youth start working
later and have higher education attainment than rural youth.

Youth Are Most Vulnerable to Demographic and
Macroeconomic Conditions
By the age of 24, most Africans have left school and started to work. The
proportion of youth at work versus those still in school ranges widely
across countries: in Kenya and Malawi, more than 40 percent of youth
remain in school, and more youth are in school than at work, while in
Burkina Faso and Burundi, more than 70 percent of youth work.
Transition to work is often difficult because of the lack of strong employ-
ment creation in several countries in Sub-Saharan Africa and because of
several youth-specific factors. These factors include the growing
numbers of new entrants into the labor force, market and policy failures
that disproportionately affect youth, and the lack of skills required to
match the changing nature of labor demand as a result of globalization
and technological changes.

Increases in the relative size of the youth cohort and the number of new
entrants into the work force hurt the employment prospects of youth.
Cross-country analysis shows that a 1 percent increase in the share of youth
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in the population increases youth unemployment by 0.5 percentage points.
Evidence from Burkina Faso, Ethiopia, and Tanzania confirms this link.

A close investigation of the labor market for youth also reveals impor-
tant market segmentation by urban and rural residence or gender, a result
of market and policy failures reducing youth flows between different
segments of the labor market. Evidence from Ethiopia documents how
employment among low-skilled youth is more vulnerable to economic
shocks and demographic changes. In Burkina Faso those who start to
work with little or no education are unlikely to move to better occupa-
tions years after entry.

The Policy Response: Broaden Employment Opportunities,
Enhance Youth Capabilities, and Offer Youth Second Chances

Applying the World Development Report 2007 framework to Africa
requires increasing employment opportunities for youth in order to safe-
guard and further develop their skills, providing youth with the capability
to choose among opportunities by equipping them with the right skills and
improving their access to information and credit, and giving them second
chances, so that no one is left behind.

Broadening Opportunities for Employment

Economic growth is key to broadening opportunities. It increases employ-
ment for everyone—and has a disproportionately large effect on youth.
The recent economic expansion in several countries in Sub-Saharan
Africa will have positive effects on youth. In Ethiopia the evidence shows
that youth employment responds positively to increased demand for
labor, partly offsetting the pressure of a large cohort of new entrants. A
good investment climate—which lets the private sector expand and helps
trade flourish—will support economic expansion. These general policies
are necessary to promote youth employment opportunities, but they are
not sufficient. Youth would also benefit from policies that mitigate the
market and policy failures responsible for labor market rigidity and seg-
mentation, particularly along the skills and urban-rural dimensions.

Increasing Youth’s Capabilities

Youth need to be prepared to take advantage of potential opportunities
and to create opportunities on their own though self-employment and
entrepreneurial activities. Preparation for employment starts with basic
good-quality education, which provides the foundation for future human
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capital accumulation and the later acquisition of vocational skills in schools,
training institutes, and the workplace (World Bank 2006).

In general, higher levels of education are associated with an easier
transition to work. But for youth in Africa, education does not always
reduce unemployment; in some countries the unemployment rate among
educated youth is very high. Over time, however, as youth gain work
experience, higher levels of education increase the employment inci-
dence and enhance occupational mobility. In Tanzania, after controlling
for experience, the incidence of employment among urban men with the
highest level of education is about 26 percentage points higher than that
of men with no education. In Burkina Faso the initial occupations of
youth vary little with education levels, but young people with higher lev-
els of education are more likely to move to better occupations over time.

In Burkina Faso and Tanzania, school enrollment is negatively affected
by adverse income shocks to households, the low education of the
household head, and difficulty in access to education, measured by
distance to school. Because poor households are more likely to be
income-constrained, when faced with negative income shocks, they are
more likely to take their children out of school and send them to work.
Other households may not realize the incentives for investing in educa-
tion, partly because parents with low educational attainment tend to
understate the benefits of children’s schooling.

Providing a Second Chance

Poverty, adverse economic conditions, ill health, employment shocks,
and inadequate schools force many young people to leave school, bring-
ing early investment to a halt and frustrating their efforts to prepare for
work and develop their livelihoods. In Africa, an estimated 95 million
young men and women with no education are either unemployed, in
low-paying jobs, or totally withdrawn from the labor force. These youth
need a second chance.

Policy makers are concerned about the difficulties African youth are
facing in their transition to work and their need for a second chance. They
recognize the consequences for the future development of youth as well as
for the development of the economies in which they live. Despite this
recognition, the response to the problem has been fragmented, confined to
limited interventions. The review of interventions in Burkina Faso, Ethiopia,
Tanzania, and Uganda shows that most second-chance interventions are
small in scale, unevaluated, and face severe challenges for sustainability

and scalability.
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The Way Forward

Youth are one of Africa’s most abundant assets. Only by safeguarding
early investments and further developing this resource will the region be
able to reap the benefit of its unprecedented demographic transition.
This window of opportunity is wide open for policies that ensure that
countries can move forward to achieve more rapid growth and poverty
reduction. Failing to do so will be costly for this generation and for future
generations.

This report offers some guidance to policy makers searching for solu-
tions to address youth employment issues. The approach is based on a
policy framework that encompasses the complexity of youth issues and
incorporates lessons from international experience. The analyses and the
surveys of interventions in Burkina Faso, Ethiopia, Tanzania, and Uganda
ground the proposed framework in these countries’ realities and provide
the background for further empirical examination. The report lays the
foundation for mainstreaming youth employment within the World
Bank’s operations and supporting the policy dialogue with countries.
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CHAPTER 1

Why Is It Important for Africa to
Invest in Its Youth?

Marito Garcia and Jean Fares

Youth are the most abundant asset Sub-Saharan Africa has—or will have
in the near future—because of the demographic transition in the region.
About 200 million young people between the ages of 12 and 24 live in
Africa today, and their number is growing. Investing in youth will greatly
increase the likelihood that Africa will benefit from its youth bulge, and
it will reduce the threat to its security and future development. Because
labor is the most abundant asset of the poor, improving labor’s produc-
tivity is the best way to reduce poverty.

Investment in children’s education and health has increased primary
enrollment and reduced health risks in several countries in the region. But
African youth still enter the labor market early and unprepared, limiting
their human capital accumulation and upward mobility. The difficulties
of finding work can limit the benefits of investments in their education.

Economic growth and overall employment creation are necessary to
improve employment outcomes for youth as well, but these conditions
are not sufficient. Policy makers need to ensure that youth can take full
advantage of the opportunities that growth presents and to minimize
policy and market failures that affect youth disproportionately. Policies
are needed to help young people develop skills and to increase their
access to information and credit so that they are able to make better
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choices among available opportunities. The most vulnerable young people
should be granted second-chance opportunities to ensure that no one is

left behind.

Why Focus on the Transition to Work?

Youth undergo several transitions between the ages of 12 and 24. During
this period some young people move from primary to secondary educa-
tion. Others leave school and start to work. Decisions made during this
period affect young people’s human capital and future prospects, as well
as the development of the communities and regions where they live.

One of the most important decisions youth make is when to leave
school. Those who leave too early enter the labor market unprepared.
They are more vulnerable to shocks, less likely to find work, and more
likely to get stuck in low-quality jobs, with few opportunities to develop
their human capital and move to better employment. Because labor is
the most abundant asset of poor households in Africa, ensuring its proper
development when youth are most able to learn and develop is essential
to helping families move out of poverty.

The difficulties youth encounter entering the work force and developing
the skills needed to ensure gainful and productive employment can have
profound effects on countries’ investment climates and growth prospects.
For this reason, national governments and regional bodies have placed this
issue prominently on their policy agenda for this decade.

Africa’s Demographic Transition Creates a Window of Opportunity

The developing world today has the largest youth cohort ever—1.2 billion
people between the ages of 12 and 24. According to most global popula-
tion projections, the world will not see a cohort this large again in the
foreseeable future (World Bank 2006).

Unlike in the rest of the developing world, the share of youth in the pop-
ulation will continue to rise in Sub-Saharan Africa. Since the 1950s the
youth population in Sub-Saharan Africa has more than quadrupled (figure
1.1; UN 2005). The share of youth in the population in Sub-Saharan Africa
is projected to increase to about 28 percent in 2010, higher than in any
other region in the world. By 2035 Sub-Saharan Africa is projected to have
as many youth as East Asia, and by 2050 could also exceed South Asia.!

Demographic factors—such as changes in fertility and mortality
rates—are key to understanding the processes underlying the increase in
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Figure 1.1. Africa’s Youth Population Is Projected to Grow Faster Than That of Any
Other Region in the World
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the size of the youth cohort. In some countries, such as the Democratic
Republic of Congo and Kenya, where fertility rates are high and late to
decline, the youth population is projected to continue to increase rapidly
over the next several decades. Other countries, such as Senegal, are
projected to experience slower growth, with the youth population lev-
eling off shortly after 2030 (Lam 2006). These projections are subject to
constant revisions and are affected by several shocks, including the
prevalence of HIV/AIDS (box 1.1).

Everything else equal, a large cohort reduces labor market opportunities
for youth. In Europe and the United States, which experienced large
demographic shifts after World War II, wages and employment for youth
fell as the relative size of the youth cohort grew (Freeman 1979;
Korenman and Neumark 2000). Evidence from a large set of developing
countries suggests that the estimated elasticity of youth unemployment
to the relative youth cohort size is about 0.5 (O'Higgins 2003). This means
that a 1 percent increase in the cohort size increases youth unemployment
by 0.5 percentage points. Microanalysis from household surveys in
Ethiopia and Tanzania indicates that the increase in the youth share in
the local labor market leads to a significant decline in the youth employ-
ment rate (see chapter 5).

A large youth cohort also presents an opportunity for the region,
however. The rapid rise in the ratio of the working to the nonworking
populations in East Asia between 1965 and 1990 may have played an
important role in driving the East Asian “economic miracle” (Bloom and
Williamson 1998). Since Sub-Saharan Africa will be faced with similar
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Box 1.1

HIV/AIDS Is Projected to Reduce the Size of the Youth
Cohort in Southern Africa

The population projections of the UN Population Division include projections
about AIDS mortality and the potential impact of antiretroviral treatment. They
incorporate the Joint United Nations Programme on HIV/AIDS (UNAIDS) model
used to project the course of the epidemic in the 60 countries with the highest
HIV prevalence (UNAIDS 2002). A second set of hypothetical projections is made
based on the assumption that there is no AIDS mortality.

Comparison of the two sets of projections indicates that AIDS mortality has
a substantial impact on the size of the youth population in Botswana, South
Africa, and Zambia. There is little difference in the two projections in 2000, but
by 2010 the projections begin to diverge. In Botswana, for example, the youth
population is projected to peak around 2005 under the medium-variant
projection; under the “no AIDS" projection, it would have continued increasing
for several more decades. In Zambia AIDS is projected to reduce the size of the
youth population by about 15 percent by 2015.

AIDS Is Expected to Reduce the Size of the Youth Cohort in Botswana,
South Africa, and Zambia
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demographic dynamics, setting macroeconomic and labor market policies
that will help it reap this demographic dividend is essential.

The Level of Educational Attainment Has Risen—and Returns to
Education Are Rising in Some Countries

The average years of educational attainment in Sub-Saharan Africa doubled
between 1960 and 2000 (Barro and Lee 2000). Although Sub-Saharan
Africa has the lowest primary completion rate of any region, at only 59 per-
cent in 2003, enormous progress is being made. According to the 2005
Global Monitoring Report, since 1990, 8 of the developing world’s 10 top
performers in annual increases in primary completion rates have been in
Africa (Benin, Eritrea, Ethiopia, Guinea, Mali, Sao Tomé and Principe, Togo,
and Malawi). Primary completion rates in these countries have grown by
more than 5 percent a year, well above the low-income country average of
0.8 percent a year. All of these countries, which started from a very low
base, have enjoyed dramatic growth in enrollment: Ethiopia’s primary gross
enrollment rate, for example, doubled in just 10 years, from 37 percent in
1995 to about 74 percent in 2005. These improvement rates far exceed
anything achieved by today’s developed countries at a similar stage of
development (World Bank 2005).

The larger cohorts of primary school finishers are increasing the pressure
on secondary school enrollment. Between 1990 and 2003, the increase
in the cohort size and the primary completion rate was reflected by an
increase of more than 160 percent in the number of primary school
graduates in Sub-Saharan Africa, adding significant pressure at higher
levels of education (World Bank 2006).

In Uganda the share of youth that completed primary school increased
while the share of those without primary education shrank between
1992 and 2002; the share of youth with some secondary education
almost doubled. With this increase, the economic returns to secondary
education rose, reflecting the significant demand for higher skills in the
workplace (figure 1.2). In 1999 males in Uganda with primary educa-
tion earned 30 percent more and males with secondary education
earned 140 percent more than those who did not complete primary
school. For females the returns were even greater: females with primary
education earned 49 percent more and females with secondary educa-
tion earned 150 percent more than those who did not complete primary
school (Vilhuber 2006). These figures indicate large increases over the
already high returns to education estimated with data from 1992.
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Figure 1.2. Economic Returns to Secondary Education Are High and Rising Faster
Than Educational Attainment in Uganda
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Despite Progress, Significant Challenges Remain

Despite considerable progress in the region, youth continue to face chal-
lenges in successfully transitioning to work, including high involvement
in child labor, low educational attainment, predominantly informal employ-
ment opportunities, low human capital investment outside of school, high
illiteracy rates, and other barriers.

Child labor. The incidence of child labor in Sub-Saharan Africa is the
highest in the world. In 29 African countries for which data are avail-
able, an average of 35 percent of children under the age of 15 work
outside the home (figure 1.3). These estimates are likely to understate
child labor because of the difficulties of capturing various activities
children undertake outside the market and because of the short spells
of work that may be missed by surveys. The variation across countries
in the region is significant, with extremely high levels of child labor in
Sierra Leone and Togo.

Low educational attainment. As a result of early entry into the work
force, the out-of-school population has very low educational attainment
in most countries in Sub-Saharan Africa (figure 1.4). In Burkina Faso,
Ethiopia, and Mozambique, more than 75 percent of out-of-school
youth have no education at all. In almost all countries in the region, a
majority of out-of-school youth did not finish primary school.
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Figure 1.3.Too Many Children Are Working in Many Sub-Saharan African Countries
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Figure 1.4.The Level of Education among Out-of-School Youth in Africa Is Low
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Educational attainment figures tell only part of the story, because
they fail to capture the low quality of education. In several countries
less than half of women 15-24 with some primary schooling can read
a simple sentence. In Namibia more than 80 percent of children finish

primary school, but less than 20 percent master the material covered.
(See figure 1.5.)

o Predominantly informal employment creation. The incidence of self-
employment among youth is high (figure 1.6). In some countries,
including Burundi, The Gambia, and Zambia, almost all rural youth
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Figure 1.5. The Level of Literacy Varies Widely in Sub-Saharan Africa, with Higher-
Income Countries Tending to Have Higher Literary Rates
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Figure 1.6. Most African Youth Work in the Informal Sector or Are Self-Employed
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employment is in the informal and self-employment sectors. In urban
areas some young people work in paid employment, but even there
almost 80 percent of youth in Cameroon and Kenya work in the infor-
mal sector or are self-employed.

® Low investment in human capital. Investment in human capital outside
of school has lagged. In the formal sector, skill development schemes
continue to be supply-driven and disconnected from the demands of
the labor market (Adams 2006). In the informal sector, traditional
apprenticeship is still the main mechanism for skill development for
new entrants. The strength of the traditional apprenticeship is its
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practical orientation, self-regulation, and self-financing. It reaches
those who lack the educational requirement needed for formal train-
ing and is generally cost-effective. Apprenticeship tends to be biased
against young women, however, and perpetuates the use of traditional

and outdated technologies (World Bank 2006).

* High illiteracy among 15-24-year-olds. Literacy rates vary widely in
Sub-Saharan Africa. Several countries, including Cape Verde, Cote
d’Ivoire, Kenya, South Africa, and Tanzania, have raised literacy
rates above 90 percent; in others the literacy rate among youth is
estimated to be as low as 30 percent. Literacy among youth increases
with income (figure 1.5). Large variations even among countries
with similar income levels point to the significant challenges coun-
tries face in developing young people’s skills and integrating youth
into the work force.

o Barriers to youth entry into the labor market. In 2003 more than 18 million
youth in Sub-Saharan Africa—21 percent of the work force—were
unemployed. This figure rose 32.5 percent between 1993 and 2003. In
rapidly growing urban areas, the level of youth unemployment is three to
four times that of adults. In other areas, a large proportion of the pop-
ulation, particularly females, remains outside the labor market. Among
females who are not in school, more than 50 percent in Mozambique and
60 percent in Ethiopia are outside the labor force (see chapter 5). These
high estimates may be attributable to measurement problems, particu-
larly for young girls and women working within their own households. In
Tanzania the majority of young females report that the main reason they
are not looking for work is their household responsibilities.

The Policy Response

A successful policy response to the challenge of youth employment rests
on three pillars: broadening opportunities for young people to accumulate
and preserve human capital, increasing the capability of youth to take
advantage of work opportunities, and providing a second chance, so that
no one is left behind.

Broadening opportunities to acquire human capital is essential to
continue the progress already made on primary education. More needs
to be done to increase access to postprimary education and enhance
the quality of education. The challenge in the labor market is to create
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jobs that allow youth to protect and continue to develop their human
capital. Beyond schools, youth need access to skill development
through apprenticeship schemes, both formal and informal, and voca-
tional education driven by the needs in the labor market. The large stock
of low-skilled youth (child laborers, school drop-outs, and former soldiers)
facing difficulties accessing the labor market calls for a system of second
chances to reintegrate youth into the work force. The costs of failure
are tremendous.

Broadening Opportunities in the Labor Market
Broadening opportunities in the labor market for youth not only allows
young people to put the skills acquired in school to use, it also helps
ensure that they continue to acquire and develop the skills needed to earn
a good livelihood. Because youth tend to learn most in their early years of
work experience, the difficulties they face entering employment can lead
to deterioration in their human capital and the loss of early investment in
skill development—with long-lasting effects on their future work.
Economic growth and general job creation will expand the opportu-
nities for youth to find work. In Ethiopia the estimated youth employment
elasticity of demand is positive, exceeding one in several instances (figure
1.7). But general policies will not be sufficient to smooth the transition to
work, because market and policy failures limit young people’s ability to
take advantage of opportunities (see chapter 6). The demographic pressure

Figure 1.7. Less-Skilled Youth Are Most Vulnerable to Changes in the Supply of and
Demand for Labor in Ethiopia
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from the large youth cohort entering the labor market will adversely affect
youth employment in Africa. Policies need to ensure that demand will off-
set these pressures and allow the market to absorb these new cohorts into
productive employment.

Increasing the Capability of Youth to Take Advantage of
Work Opportunities
Increasing youth capability starts with providing young men and women
with the relevant skills and information they need to enter work. Because
many youth start work too early, they do not have the chance to accumulate
the minimum level of human capital needed to be well prepared in their
transition to the labor market. In Ethiopia less-skilled youth are much more
vulnerable than other youth to fluctuations in economic conditions and to
supply pressures from changes in the size of the youth cohort (figure 1.7).
Improving their skills, in school and beyond, is necessary to protect them
from supply and demand shocks.

Youth need to be empowered so they can work for themselves and
create jobs for others. Empowering them to do so requires improving the
business climate and increasing youth access to credit and information.

Giving Youth a Second Chance
Many youth in Sub-Saharan Africa need a second chance. Weather,
economic, and political fluctuations are common, and youth are most
vulnerable to these shocks. Many young people are infected with HIV;
others are AIDS orphans. Because youth experiment early on in their
careers, they are more mobile and more likely to change jobs or residence
than other workers. But doing so involves risks. Giving youth a second
chance will permit them to better manage these risks, allowing them to
recover from shocks and move to more productive opportunities.
Second-chance opportunities are particularly important for the estimated
95 million unskilled youth in Africa who are out of school and either
unemployed or underemployed.? Governments everywhere in Africa are
considering providing them with a second chance, through well-targeted
training programs or direct employment creation. Some countries are
implementing short-term interventions needed as a bridge response.
Long-term policies that increase the opportunities and the capability of
youth are also taking shape in some countries. With almost half of
Africa’s youth in need of second-chance opportunities, these policies
need to be a priority.
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Notes

1. The UN World Population Prospects projects that Sub-Saharan Africa will have
more youth than any other region by 2050. Projections over long horizons are
very uncertain and unreliable, however.

2. This estimate is based on the assumption that the average share of unskilled
youth in Sub-Saharan Africa is equal to the estimated average share of unskilled
youth in the 13 countries with available data on educational attainment.



CHAPTER 2

Transitions to Working Life
for Africa’s Youth

Marito Garcia and Jean Fares

Africa’s youth follow two paths in their transitions to working life. Some
go to work directly, without benefit of formal schooling. Others join the
work force after spending time in the formal school system.

A substantial proportion of young people in most Sub-Saharan
African countries never enter school, moving directly into the labor
force. The incidence of child labor in Sub-Saharan Africa is the highest
in the world. In 29 African countries for which data are available, an
average of 35 percent of children under the age of 15 work (Fares and
Raju 2006). Early exposure to the job market in childhood or early
adolescence can have a strong negative impact on future labor market
experience and earning potential. Today’s child laborers will represent
the weakest part of tomorrow’s adult labor force.

Africans who transition from school to work experience very long peri-
ods of inactivity, implying significant labor market entry problems. In 8 of
the 13 countries reviewed (Cameroon, Ethiopia, The Gambia, Kenya,
Malawi, Mozambique, Sdo Tomé and Principe, and Zambia), young people
face about five years of inactivity before finding work; youth in Uganda
are inactive for more than three years on average. The transition duration
is just one year in Cote d'Ivoire and almost seven years in Mozambique.
These large differences indicate that the vulnerability of young people to
unsuccessful transition varies greatly across countries.

15
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School nonentrants are a great policy concern because of their vul-
nerability to undesirable transition outcomes. School nonentrants are
among the groups most vulnerable to child labor, therefore, finding sat-
isfactory employment as adults cannot be separated from the issue of
child labor.

The size of the group of school nonentrants varies widely across coun-
tries. In one broad group of countries, at least 90 percent of children
attend school for at least some period of time. In a second group of coun-
tries, the percentage of children and youth not transiting through the
school system is much higher, ranging from 17 percent in Cameroon to
70 percent in Burkina Faso. In 5 of the 13 countries examined in this
report, more than 40 percent of 13-year-olds are working (table 2.1). In
Burkina Faso and Uganda, more than 63 percent of 10-year-olds are out
of school and working.

The average age at first job for children never attending school varies
greatly across countries. In Kenya children begin work at about 15; in
Ethiopia, Mozambique, and Sao Tomé and Principe children begin work
at 16-17. In contrast, children begin work at about 8 years old in Burkina
Faso and at 10 in Burundi. In Zambia about 23 percent of children are
already working by age 10, and like Burundi, 42 percent are working by
the time they reach 13.

Of the world’s 250 million child workers, one-third live in Africa.
Africa has the highest incidence of child labor in the world, and it has
more child workers than any other region of the world. Twenty-five
percent of child workers ages 5-14 live in Africa—more than in Asia

Table 2.1. Age of First Job and Percentage of Children Working in Selected Countries

Age at Percentage of Percentage of Percentage of

Country firstjob 10-year-olds working 12-year-olds working 13-year-olds working
Burkina Faso 84 63.6 66.0 683
Burundi 10.2 225 355 42.2
Cameroon 11.2 32.7 306 321
Cote d'Ivoire 115 137 10.1 89
Ethiopia 16.5 154 137 17.0
Kenya 14.8 8.2 164 17.5
Mozambique 17.1 39 6.7 132
Sao Tomé and

Principe 163 9.1 10.8 135
Uganda 138 63.6 66.0 683
Zambia 14.5 225 355 422

Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets; see chapter 7.
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(18.7 percent) or Latin America (17.0 percent). Child labor has been
declining everywhere in the world but Africa (ILO 2006). This trend is
linked to a combination of factors, including economic decline, war,
famine, and HIV/AIDS.

In West Africa the need for children to find work has led to child
migration to Benin. Eight percent of children 6-16 in West Africa are
reported to have left their households to work in Benin. Children who
are orphans or in foster care are more likely than other children to work
(Kielland and Tovo 2006). Wars, famine, and the spread of HIV/AIDS in
Sub-Saharan Africa have increased the number of orphans, potentially
increasing the number of child workers.

The incidence of child labor poses an enormous challenge in Sub-
Saharan Africa. Working can have deleterious effects on children’s health,
education, and moral well-being, with effects that persist over the lifecycle
(Bhalotra 2003).

In Tanzania a nonnegligible proportion of the population starts to work
at an early age, either dropping out of or never attending school. In Ethiopia,
where the rate of child labor force participation may be the highest in the
world, more than 40 percent of 5- to 9-year-old urban males are involved
in economic activities (figure 2.1; Cockburn 2002). More than a third of
all 5- to 14-year-olds in Ethiopia—more than 5 million children—were at
work in economic activity in 2001. Child labor is also widespread in
Burkina Faso. The problem is particularly serious in rural areas, but even
in urban areas about 10 percent of children work.

Most African children who work are unpaid family members, parti-
cularly in rural areas. As children grow older, they engage in more wage
employment and are more likely to work as paid domestic helpers,
although wage employment is still limited. In Ethiopia most child laborers

Figure 2.1. Child Participation in the Labor Force Is High, Particularly among Rural
Males in Ethiopia

100 urban
° 80 .- . male
a 80 L a e eememmaa=-
] ) 60 =" female
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Source: Understanding Children’s Work calculations based on Ethiopia Labor Force Survey 2001; see chapter 9.
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work in the agriculture sector (table 2.2). Urban children also work,
many of them in the service sector. As they age, children move away
from agriculture into other sectors, such as services and manufacturing,
although movement is more limited in rural than in urban areas.

Average hours worked differ by gender and location. Females and urban
dwellers work fewer hours than males and rural workers. Younger children
work longer hours than older children, probably because they are more
likely to work as unpaid family workers. As children grow older and move
into paid sectors, employers reduce the number of hours worked to levels
profitable for them, taking into account the fact that children’s productiv-
ity diminishes after a certain threshold. The hours of paid employment are
usually less than the desired numbers of hours, especially among service
workers and paid agricultural workers (see chapter 9).

Poverty and Large Income Shocks Push Children
into the Work Force

A wide body of literature examines child labor. Some studies find a
nonlinear relationship between child labor and household poverty in
Africa (Andvig 2000). This relation is explained by the fact that a house-
hold needs to reach a certain level of assets to create employment oppor-
tunities for children; the poorest households may lack sufficient assets
to create job opportunities. The incidence of child labor may therefore
first increase with rising income and then decrease (Bhalotra and
Tzannatos 2002).

Other factors that may cause children to work are related to market
and institutional problems. Parents may make children work to replace
lost income in bad times (Jacoby and Skoufias 1997). Children from
land-rich households are more likely to work than are children of small
landowners or landless agricultural workers, because the marginal prod-
uct of family labor increases with the level of assets or capital (Bhalotra
and Heady 2000).

What causes children to go to work? How do changing economic con-
ditions affect children’s labor participation? Examination of behavior in
Burkina Faso holds some answers. Among children 12-14 in urban areas,
labor force participation declines with per capita household income (table
2.3). Gender also affects participation, with males 4.5 percentage points
less likely than females to participate in the labor force (chapter 9). Labor
force participation is less sensitive to changes in income in households in
which the head is more educated and more sensitive in households in
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the bottom quintile of the income distribution. The effect is large for
females, whose labor force participation increases 27.5 percentage
points when household income drops (table 2.3). Similar results emerge
if self-reported changes in income are used as the measure of household
welfare.

The School-to-Work Transition of Africa’s Youth
Is Long and Difficult

The transition from school to work is by no means a linear process, with
individuals leaving school once and for all before beginning their work-
ing lives. For individuals who never re-enter school, the starting point of
the transition is well defined. The end point of the transition is more dif-
ficult to define. Individuals may experience periods of employment and
periods of unemployment; they may change jobs or possibly stay out of
work permanently. Young people may take temporary jobs, work on the
household farm or in the family enterprise, or perform household chores
for lack of better work opportunities or for the potential return these
initial work experiences provide in terms of future employment and
income prospects.

These problems are particularly relevant in developing countries, where
women’s labor force participation (at least in the market) is low and under-
employment, self-employment, home production, and casual employment
are widespread. In addition, school-leaving time is endogenous and proba-
bly influenced by expectations about the transition to work and the kind
of job that will be obtained at the end of the transition.

Integrating the analysis of optimal school-leaving age with that of
employment search and labor force participation provides a better under-
standing of this transition period. To measure the school-to-work transi-
tion, this report develops a new indicator, based on the difference between
the average school-leaving age and the average age of first entry into
work (annex 6A describes the features and limitations of this indicator).
In the absence of the longitudinal data generally available in developed
countries, this study uses cross-sectional data to measure the length of
the transition. Under appropriate assumptions, the available data allow
the parameters of interest to be identified.

The length of the school-to-work transition varies across countries
(table 2.4). The average school-leaving age ranges from 15.9 years in Sdo
Tomé and Principe to 19.0 years in Cameroon; the average age at first
job ranges from 18.4 years in Céte d'Ivoire to 24.4 years in Malawi.
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Table 2.4. Duration of the School-to-Work Transition in Selected Countries

Beginning point of End point of
transition transition
(average age of (average age of Length of

Country dropping out of school) entry into work) transition (years)
Burkina Faso 17.1 186 1.5
Burundi 18.8 20.7 1.9
Cameroon 19.0 238 48
Cote d'lvoire 174 184 1.0
Ethiopia 180 234 54
Gambia, The 174 232 58
Kenya 17.7 226 53
Madagascar 172 19.0 1.8
Malawi 18.8 244 56
Mozambique 16.7 234 6.7
Sédo Tomé and

Principe 159 213 54
Uganda 180 213 33
Zambia 175 224 50

Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets for various years between 1994 and 2001; see chapter 7.

Note: Estimated probabilities calculated on the basis of the age at which work participation rate is at its maxi-
mum. Reference age group is 5-24 for all countries except Madagascar, for which the reference group is 10- to
24-year-olds.

The total transition duration is just one year in Cote d’Ivoire and almost
seven years in Mozambique. These data suggest that the vulnerability of
young people to unsuccessful transition varies greatly by country. The
new indicator can help identify the age range that policy should focus on
in each country.

For all 13 countries, the starting point of the transition is relatively
late. This is due largely to the high average age of school entry and grade
repetition in these countries, where the average grade 1 pupil is more
than 8 years old. The relatively high school-leaving age is particularly
noteworthy given low school enrollment rates in Sub-Saharan Africa. In
Burkina Faso, for example, at age 17.1 years, the average age of dropout,
just 15 percent of the cohort is in school (figure 2.2). The late average
school-leaving age suggests the importance of the selection process asso-
ciated with initial enrollment. Because the leaving age probably reflects
delayed entry, intermittent attendance, and grade repetition, it is not
indicative of a high level of human capital accumulation.

The average age of labor market entry varies more across countries
than does the average age of leaving school, suggesting that the transition
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Figure 2.2. The Late Age of School Leaving Is Not an Indication of High Educational
Attainment in Burkina Faso

X |o1.2 882 average school
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Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets.

from school to work is affected more by the process of finding a job than
by the age at which one leaves school. The transition to work appears to
depend on both residence and gender as well as the interaction between
the two (table 2.5). Female youth tend to leave school earlier and transit
to work more slowly than males. Rural youth tend to start the transition
earlier and find employment more quickly than urban youth.

Four patterns emerge from the data:

¢ Male youth stay in school longer (and perhaps reach higher educational
attainment) than female youth. They thus start the transition to work
later than females in both urban areas (except in Kenya) and rural areas
(except in Kenya and Uganda).

e Urban youth have higher educational attainment than rural youth.
The transition starts later in urban areas for both males (all countries)
and females (all countries except Sao Tomé and Principe).

e Location appears to affect the length of the transition for female but
not male youth. Labor market entry takes longer for female youth in
urban areas than in rural areas (except in Cote d'Ivoire and Sdo Tomé
and Principe); there is no consistent pattern in length of transition
by location for male youth. The transition for female rural youth is
particularly short in Burkina Faso and Madagascar, at only one year.

¢ Gender appears to be related to the duration of the transition in urban
but not rural areas. Urban males make the transition to work more
quickly than urban females (except in Cote d’Ivoire). There is no con-
sistent pattern by gender in rural areas.
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The duration of the transition from school to work varies widely across
countries, and accounting for the differences is not easy. An initial exam-
ination of some factors—gross domestic product (GDP) growth (a proxy
for the ability of the economy to absorb school leavers), income distri-
bution, openness to trade (as proxied by the ratio of exports plus imports
to GDP), and the share of industrial value added in total value added (a
proxy for differences in the structure of national economies)—showed
no significant results. Only GDP growth showed some correlations; all
other factors were uncorrelated with the length of the transition, suggest-
ing that factors specific to the youth labor market may be more impor-
tant in determining transitions than macro differences. A more in-depth
analysis combining individual, household, and institutional characteristics
will be necessary to explain cross-country differences.






CHAPTER 3

How Do Africa’s Young People
Spend Their Time?

Marito Garcia and Jean Fares

To craft policies that address youth-related issues, policy makers need to
understand how Africans between the ages of 15 and 24 spend their
time. Some youth are still in school, but by age 24 the majority have left
school and begun to work. In Malawi 64 percent of 15- to 19-year-olds
are in school; by age 20 this proportion drops to 18 percent. By age 24
most rural (but not urban) youth are already working and beginning
to raise families. In Madagascar, for example, 72 percent of rural and
37 percent of urban 24-year-olds are working (see chapter 7).

Not Many Youth Are in the Labor Market and Employed

Youth unemployment, the most common measure of youth labor market
status, varies significantly across countries, ranging from about 1 percent
in Uganda to 15 percent in Mozambique.! In Sub-Saharan Africa
whether a young person has a job often determines whether his or her
household falls above the poverty threshold. This measure is included as
an indicator for monitoring the United Nations (UN) Millennium
Development Goal to “develop and implement strategies for decent and
productive work for youth.”

Unemployment can be captured by an unemployment ratio or an
unemployment rate. Each measure has a slightly different implication.

27
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The youth unemployment rate (unemployment as proportion of the
youth in the labor force) does not provide a full description of the difficul-
ties youth face in the labor market. In fact, in countries with widespread
poverty, looking at the unemployment rate may be misleading, because
most youth cannot afford to remain unemployed. Their difficulties in the
labor market may be better reflected by measures of the quality of
employment or measures of underemployment.

The unemployment ratio (unemployment as a proportion of the total
youth population) varies across countries. Youth unemployment is
almost nonexistent in Burundi, The Gambia, and Malawi, where less
than 1.5 percent of all 15- to 24-year-olds are unemployed. In contrast,
the unemployment ratio exceeds 9 percent in Cameroon, Céte d'Ivoire,
Kenya, Mozambique, Sdo Tomé and Principe, and Zambia. These levels
of unemployment are still relatively low, perhaps suggesting that unem-
ployment is a poor measure of welfare in developing countries.

Unemployment as a proportion of the population is generally higher
for young adults (ages 20-24) than for teenagers (15-19)—not surpris-
ingly, given that teenagers are more likely to be in school. Once in the
workforce, teenagers have a harder time than young adults finding
employment. Therefore, while the employment ratio is higher for young
adults than for teenagers (except in Sdo Tomé and Principe), the unem-
ployment rate of young adults is lower than that of teenagers (except in
Burkina Faso, Burundi, and Malawi).

Unemployment measures understate the total extent of the youth
unemployment problem, for several reasons. First, they fail to capture
discouraged workers. Second, and of particular relevance in Sub-Saharan
Africa, these measures fail to capture people who are too poor to be
unemployed and who therefore must take up work regardless of its qual-
ity or level of remuneration. Third, unemployment indicators do not
capture underemployment. According to the very broad definition of
employment used in generating estimates of employment, anyone who
is undertaking economic activity for an hour or more during the refer-
ence week is considered employed, even if he or she is actively looking
for additional work. Many young people in Sub-Saharan Africa who are
categorized as employed are working fewer hours than they would like.

The level of joblessness (defined as the sum of unemployed and inac-
tive workers) is arguably a better measure of the youth employment
disadvantage, as long as inactivity does not include home production.?
In contrast to unemployment, which is relatively low in some countries,
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joblessness is high, reflecting the significant proportion of inactive young
people. Joblessness exceeds 20 percent in Cameroon, Ethiopia, The
Gambia, Kenya, Malawi, Mozambique, and Sao Tomé and Principe; it is
less than 10 percent in only one country in this study (Burundi). The
driving indicator for joblessness is youth inactivity.

A Large Proportion of Youth Are “Inactive”

In a few countries, the proportion of young people working is high.
Youth employment is 78 percent in Burkina Faso, 70 percent in Burundi,
and 62 percent in Madagascar. But in most countries a large proportion of
youth is inactive—they are neither in the labor force (employed or unem-
ployed) nor in school.? Youth inactivity is particularly high in Ethiopia, at
59 percent, and Mozambique, at 45 percent. In 8 of the 13 countries
reviewed, at least 20 percent of youth are inactive.*

Inactivity appears to have an important gender dimension: in all 13
countries, female youth are more likely to be inactive than their male
counterparts. Income does not appear to be correlated with inactivity:
both Ethiopia and Madagascar are very poor countries, but the rate of
inactivity among youth in Ethiopia exceeds 50 percent while the rate in
Madagascar is just 3 percent.

The data do not allow discouraged workers (people who have given
up looking for work or who never entered the labor market because of
meager job prospects) to be distinguished from people involved in
nonwork activities or noneconomic work (fetching water and wood,
cooking, taking care of children, keeping house). Most inactive young
people indicate spending time on noneconomic work, but so do young
people in the labor force; inactivity does not therefore necessarily
reflect a choice of domestic work over labor market involvement.

Many Young People Are in School

The percentage of youth (15-24) in school only (not also working) ranges
from 11 percent in Burkina Faso to 42 percent in Kenya. Most of these
youth belong to higher income groups and are pursuing secondary, post-
secondary, or tertiary education.’

The proportion of young people in school varies widely across coun-
tries, although it does not exceed 50 percent in any of the 13 countries
reviewed. Kenya and Malawi have the highest percentage of youth in
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school, while Burkina Faso and Ethiopia have the lowest (13.7 percent
and 22.3 percent respectively). The low proportion of students in school
does not necessarily imply low school enrollment because many youth
have completed their education. There is, however, a correlation between
the proportion of in-school youth and school attainment in the coun-
tries studied.

Education and employment do not appear to be complementary
because a relatively small number of young people combine school and
work. This figure ranges from 2 percent in Cameroon to 10 percent
in Uganda. This fact is surprising and may reflect the nature of the
data available.

Young Women Have Lower Rates of School Attainment,

School Enrollment, and Employment Than Young Men

Gender differences in time use are stark (table 3.1). The percentage of
males in school is more than twice that of females in Mozambique, and
it is markedly higher in Cote d’Ivoire, Ethiopia, and The Gambia. In only
two countries, Madagascar and Sdo Tomé and Principe, does female edu-
cation participation approach that of males.

Females are overrepresented among inactive young people in most
countries in Sub-Saharan Africa. This may reflect the fact that engage-
ment in household activities, which are usually assigned to females, are
classified as inactivity.®

Male employment exceeds female employment in 9 of the 13 coun-
tries reviewed (all but Burundi, The Gambia, Uganda, and Zambia),
although the differences are not always large. There is no clear pattern
by gender in terms of unemployment. For example, only 14 percent of
women are employed in Ethiopia, while nearly 76 percent are employed
in Burkina Faso. Three percent of Burundi women are inactive versus
67 percent of Ethiopian women, despite similar levels of development
(see table 3.1). Employment, unemployment, and inactivity rates for
males also differ across countries. These large differences in levels of
inactivity suggest the need to look more closely at the definition of inac-
tivity and to focus on country-specific solutions.

Gender differences in unemployment are noteworthy in five coun-
tries (Cote d’'Ivoire, Madagascar, Mozambique, Sao Tomé and Principe,
and Zambia), but there is no systematic pattern in terms of labor market
advantage. Females are more likely than males to be unemployed in Cote
d’Ivoire, Madagascar, and Mozambique, while males are more likely than
females to be unemployed in Sdo Tomé and Principe and Zambia.
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The proportion of females in school is similar across the 13 countries:
the difference between the country with the highest enrollment and the
country with the lowest enrollment is 27 percentage points. In contrast,
the proportion of males in school varies widely, with a 41 percentage-point
difference between the countries with the highest and lowest enrollments.

Rural Youth Are Less Likely Than Urban Youth to Be in School

Young people in rural areas use their time very differently from their
counterparts in urban areas in all 13 countries (table 3.2). Urban youth
enjoy greater educational opportunities, staying in school longer and
joining the labor force later than rural youth. Educational involvement is
much higher for urban youth (except in Kenya) and employment much
lower (except in Ethiopia and Kenya).

Unemployment is more common among urban youth (except in Sao
Tomé and Principe), presumably because of the wage differentials between
the urban and rural sector. The difference in youth unemployment is very
large in most countries: the unemployment ratio for urban young people
is more than three times the ratio for rural young people in Burkina Faso,
Burundi, Ethiopia, Mozambique, Uganda, and Zambia and twice the ratio
for rural young people in Cameroon, Kenya, and Madagascar. Rural youth
unemployment is 2 percent or less in Burkina Faso, Burundi, Ethiopia,
The Gambia, Malawi, and Uganda. These figures underscore the fact that
youth unemployment is overwhelmingly an urban phenomenon in Sub-
Saharan Africa.

There is no clear pattern by urban-rural location in terms of inactivity:
rates of inactivity are higher among urban young people in eight coun-
tries and lower in five.” Differences across urban areas in terms of the
proportion of youth in school are much smaller than in rural areas, and
differences in employment are greater across rural areas than urban
areas. However, unemployment and inactivity vary across countries, with
no location-specific bias.

Time Use Varies by Income Group

How does household income affect the ways that youth in Sub-Saharan
Africa spend their time? In most countries in the region, youth in house-
holds with higher incomes are more likely to remain in school (figure
3.1). An exception is Kenya, where school enrollment is lower among
youth from the highest income quintile than it is among youth from
lower quintiles.
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The proportion of the population that is working is lower among
youth from households in higher income quintiles. Kenya is the excep-
tion, with higher employment for youth from higher income quintiles.

Income and unemployment seem to be positively correlated. This
result is consistent with the notion that the poor cannot afford not to
work and that as income rises, people can afford to spend time search-
ing for a job. Alternatively, this correlation may simply reflect the level
of education.

Inactivity does not appear to be systematically correlated with income.
In Kenya and Mozambique, inactivity falls in higher income quintiles,
while in Burkina Faso, Burundi, and Uganda it rises.

Teenagers and Young Adults Use Their Time Differently

Not surprisingly, teenagers (15-19) and young adults (20-24) spend their
time differently, with larger percentages of young adults in the labor force
(employed or unemployed) (table 3.3).8 Age group differences are largest
in Kenya and Malawi, where initial education enrollment is relatively high;
they are smallest in Burkina Faso, Burundi, and Ethiopia, where initial
school enrollment is very low and the transition to work begins at an early
age. In most countries the proportion of 15- to 19-year-olds in school is
low, with more than half of all children either never having entered school
or else dropping out before the age of 15.

Across countries, as age increases the percentage of people employed
rises and the percentage of people in school falls (figure 3.2).
Unemployment appears to remain relatively constant across age groups.
In 11 of the 13 countries (except Cameroon and Madagascar), inactivity
levels exceed unemployment levels for all age groups. The patterns of
inactivity differ across countries, however. In Ethiopia, for example, inac-
tivity rises until the age of 21 before falling, while in Céte d'Ivoire the
level of inactivity remains virtually constant across age groups.

Notes

1. See chapter 7 for details.

2. Unlike unemployment, joblessness reflects both unemployed and discouraged
workers.

3. An employed person is one who is engaged in paid employment. This cate-
gory includes employees and the self-employed. This category should include
unpaid family members who hold jobs in a market-oriented establishment,
irrespective of the number of hours worked during a reference period.
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However, some countries set a minimum time criterion for including unpaid
family labor among the employed. Usually, if a person works for more than
seven hours a day, he or she is considered employed. An unemployed person
is a person who does not have work, is currently available for work, and is
seeking work. An inactive person is a person who is neither in the labor force
(employed or unemployed) nor in school.

. Data in this section are drawn from chapter 7.

5. Data in this section are drawn from chapter 7.

. Some forms of economic work, such as fetching water, are also included in

this category.

. The issue of inactivity among youth requires an in-depth analysis that is

beyond the scope of this report. In rural areas, where service coverage is typi-
cally less extensive, a large proportion of “inactive” young people may actually
be performing chores such as fetching water and wood. In urban areas, where
the burden of household chores is typically lower, discouraged workers may
constitute a larger proportion of the inactive population.

. The unemployment rate is actually higher for teenagers, because they are

more likely to be in school and therefore outside the labor force.



CHAPTER 4

The Effect of Education on Income
and Employment

Marito Garcia and Jean Fares

Policy makers almost everywhere recognize the benefit of education, and
improving education is at the forefront of their concerns, particularly in
developing countries. Despite the positive returns to education, however,
educational attainment remains low in most countries in the region.
While in general, higher education is associated with an easier transition
to work, for youth in Africa (and other regions), it does not always reduce
unemployment. In some countries the unemployment rate among educated
youth is very high. Over time, however, as youth gain experience, education
increases the employment incidence and enhances occupational mobility.

How Does Education Affect Income?

The literature is large on returns to education in developed and developing
countries. Most estimates indicate a positive and significant effect of
years of education on individual and household earnings. The estimated
effects in Africa are in line with those observed in other regions. New
evidence suggests that returns increase with the level of education and
that returns to higher education have been rising.

According to conventional wisdom, given the low number of educated
people in Africa, demand should exceed supply, creating high returns to
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education. Simple ordinary least squares estimates of the returns to an extra
year of schooling range from 7 to 20 percent in Kenya, Nigeria, and South
Africa (see Knight, Sabot, and Hovey 1992 for Kenya; Aromolaran 2002
for Nigeria; Mwabu and Schultz 1996 for South Africa). The average return
to an additional year of schooling in Sub-Saharan Africa is estimated at
about 12 percent (Psacharopoulos and Patrinos 2004).

How accurate are these estimates? Most studies of the returns to edu-
cation in Africa use estimation methods that do not adequately deal with
the endogenous nature of the schooling decision. Of concern is the bias
in the estimates due to unmeasured determinants that are correlated
with both schooling and earnings.! Some analyses for Burkina Faso and
Rwanda improve on simple ordinary least squares estimates by using
semi-parametric forms, accounting for the endogenous choice of sector
of employment and correcting for selectivity (see Kalzianga 2002 for
Burkina Faso; Lassibille and Tan 2005 for Rwanda). Even with such correc-
tions, however, the estimated returns in these countries are still high.

Only a few studies have tried to deal with the endogenous nature of
schooling using the instrumental variables approach. Once these correc-
tions are made, the evidence continues to show high returns to schooling
in Kenya, South Africa, and Tanzania (see Kahyarara and others 2004 on
Kenya and Tanzania; Dabalen 1998 on Kenya and South Africa). Some
methodological problems remain, however, because the validity of some
of the instruments used (such as distance to school and parents’ education)
has been questioned (Staiger and Stock 1997). Estimates made based on
the case studies of Burkina Faso and Uganda show positive returns to
education, particularly for tertiary education, as well an increase in these
returns over time (see chapters 8 and 11 in part II for full regression
results for each country).

Returns to Education Are High and Increase with Years of Education
Simple ordinary least squares estimates of the relationship between edu-
cation and earnings in Burkina Faso show that literacy has a very large
effect on household income and that the correlation between average
household income and average household educational attainment is
strong.? The estimated annual return to education is 11.5 percent, with
the effect of one additional year of education rising as the household’s
education level increases (figure 4.1).

Two patterns are evident. First, urban households at all levels of educa-
tion report higher earnings than rural households, with the urban-rural gap
narrowing at higher levels of education. Second, although the relationship
between education and income is very well approximated by a linear term
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Figure 4.1. Household Earnings Increase with Educational Attainment in
Burkina Faso
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Source: Authors' calculations; see chapter 8.

in urban areas, in rural areas the return to schooling increases markedly for
individuals with some partial secondary education. (It may be, of course,
that individuals with more education are systematically different from
those with less education.)

Simple cross-sectional estimates overstate the true effect of house-
hold education on household income. The use of instrumental variables
could mitigate the sources of bias in the estimates. But even after using
instrumental variables, including the distance from primary and secondary
school and a regional fixed effect, to mitigate the sources of bias, the rela-
tionship between average household educational attainment and income
remains strong.

Returns Have Risen over Time, Particularly for Secondary Education

Table 4.1 presents a simple estimation for the differences in income for
males and females with primary education and those with more than pri-
mary education in Uganda. The estimation is done separately for different
age groups in 1992 and 1999. The results reveal three important patterns:

e The returns to primary education are positive and significant for all
age groups except people 40 and older.

e The returns to secondary education are large and exceed those to
primary education.

e The returns to primary education seem to have declined between 1992
and 1999 while the returns to secondary education rose dramatically.
Even after controlling for sources of endogeneity, returns to secondary
education remain large and significant.



42  Garcia and Fares

Table 4.1. Effect of Primary and Secondary Education on
Wages, by Age Group, 1992 and 1999, in Uganda

Primary Secondary

Age group Year education education

20-30 1992 0.554%** 0.789%**
(0.120) 0.119)

1999 0.071 0.876***
(0.146) (0.147)

30-40 1992 0.394%** 0.997%**
(0.146) (0.145)

1999 0.396** 1.528%**
(0.158) 0.152)

40-50 1992 0174 0.920%**
(0.159) (0.158)

1999 0.073 1.196%**
(0.182) (0.183)

Source: 1999 Uganda National Household Survey data; see chapter 11.
Note: Standard errors are in parenthesis.
**significant at 0.01 level; ***significant at 0.05 level.

Not all of the countries in Sub-Saharan Africa have enjoyed Uganda’s
high and increasing returns to education. In Ghana and Nigeria, the returns
to an additional year of education have been estimated to be as low as
5 percent (Uwaifo 2005; Glewwe 1996). This may reflect the fact that
Uganda experienced significant economic growth in this period while
Nigeria suffered from economic stagnation.

How Does Education Affect Employment?

Much international evidence supports the notion that higher educational
attainment leads to better employment outcomes, such as higher wages
and lower unemployment. For youth, however, this relationship is not
always evident. In some countries in Sub-Saharan Africa, secondary and
tertiary education are not associated with lower unemployment rates
among youth (figure 4.2). Youth with secondary or tertiary education in
Burundi, Cameroon, Céte d'Ivoire, Kenya, Madagascar, and Nigeria have
higher rates of unemployment than youth with lower educational attain-
ments. Indeed, in 13 of the 14 countries studied, the rate of unemployment
is higher among youth with at least some schooling than among those
with no schooling, even though a smaller proportion of school entrants
are in the labor force.

In Ethiopia the marginal effect of education on the probability of work-
ing was estimated using a probit model of employment on a set of control
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Figure 4.2. More Education Does Not Always Reduce the Rate of Unemployment
among Youth
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see chapter 7.

variables for urban and rural areas (the full regression results are presented
in chapter 9). The results reveal a negative relationship between education
and the employability of youth. One possible explanation for this unex-
pected outcome is that the more educated youth are, the higher their
reservation wage and returns to job search. Better-educated youth may
be searching for work and not yet employed.

But there is also evidence of skill mismatches. In Ethiopia 21 percent of
wage job vacancies posted with employment services remained unfilled
between 1997/98 and 2001/02. According to the Ministry of Labor and
Social Affairs, this can be attributed to a lack of qualified workers, to
employers’ desire for workers with substantial experience, and to the nega-
tive attitude of job seekers toward certain jobs (in particular, unwillingness
to relocate from urban to rural areas).

With Time, More Education Improves Employment Outcomes

Controlling for experience, urban men in Tanzania with the highest level of
education are 26 percentage points more likely to be employed than urban
men with no education. Similar results emerge for other outcome variables.
Unemployment shows some positive association with education when con-
trols for experience are included, but the differences are not statistically
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significant. Individuals with tertiary education are about 41 percentage
points more likely to be active than those with no education, after control-
ling for their potential experience in the labor market.

Except for the very few youth who complete secondary education, most
workers in Sub-Saharan Africa enter the labor force in similar occupations;
education appears to have little effect. Youth who lack skills get perma-
nently stuck in dead-end jobs. In contrast, those with more education
make a more rapid transition to better occupations (evidence on upward
occupational mobility in Burkina Faso is presented in chapter 8). Education
thus has a positive effect, even though the port of entry is similar for the
vast majority of workers.

Technical and Vocational Training Could Ease the Transition to Work
Increasing attention has been given to technical and vocational training in
Ethiopia as a way to increase the employment and employability of youth.
In 2003 about 8,000 youth—about 2 percent of all youth—indicated that
they had undertaken training. What impact did this training have?

The effects of job training were estimated using a model that conditions
on observable variables, including educational level, control variables, and
a dummy for training. The results show that training increased the proba-
bility of being employed by about 25 percent in urban areas and 20 percent

in rural areas.?

What Effect Does Education Have on Development?

Education also has an impact on development, including health outcomes.
HIV prevalence in Zambia, for example, is much lower among 15- to
19-year-olds with secondary and tertiary education than it is among youth
with less education (Coombe and Kelly 2001). Several studies based on
theoretical developments in endogenous growth provide evidence of the
role education plays in improving household welfare and society at large.
Education and the accumulation of human capital create externalities—
that is, they benefit not only the direct beneficiaries but other people as
well (Ray 1998). Investing in education is associated with higher growth
rates (Mankiw, Romer, and Weil 1992).

What Keeps Educational Attainment Low?

Despite the important returns to education, educational attainment
remains low in most countries in Sub-Saharan Africa (see chapter 3). For
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the region as a whole, 18 percent of young men and 27 percent of young
women are illiterate, making Sub-Saharan Africa the second-most illiterate
region in the world, after Asia.* In some countries in the region, a large
proportion of children never went to school (see chapter 2). Evidence
from the case studies shows that low parental education, low household
income, and lack of access to school are severe constraints to school
enrollment in Burkina Faso and Tanzania.

Among 10- to 14-year-olds in Burkina Faso, 70 percent of girls and
60 percent of boys have no formal education. In Ethiopia, which has the
lowest educational attainment in the world, 6.6 million people never
attended school. Three-quarters of youth 15-24 possess only a primary
education or less; just 28 percent of 6- to 9-year-olds and a little more than
half of 10- to 14-year-olds are enrolled in school. Only about 40 percent of
Ethiopian children complete primary education and just 13 percent are
enrolled in secondary education. The average adult man in Ethiopia
completed only 1.8 grades and the average woman just 0.88 grades, and
just 5 percent of the population has secondary or higher education.
Similar results are found in the other country studies. In Tanzania, for
example, more than 15 percent of rural youth lack any education.

Microanalyses of Burkina Faso and Tanzania identify three main deter-
minants of school enrollment: household income, the education of the
household head, and access to education, as measured by distance to
school. In Tanzania the education of the household head increases the prob-
ability of school enrollment for both males and females in both urban and
rural areas (table 4.2). One year of additional education of the household
head increases the likelihood of a son enrolling in school by 5 percentage
points in urban areas.

In Burkina Faso enrollment in primary education is correlated with
having a household head with at least primary education, but there is no
strong relationship between enrollment at 15-18 (usually secondary
education) and the level of education of the household head. This pat-
tern strongly suggests that educational attainment is highly correlated
across generations within households. Low intergenerational mobility
creates a poverty trap because education is a strong predictor of income
and vice versa.

Other studies on Africa point to similar results. Parental education
appears to have a positive effect on children’s school attendance and a
negative effect on the probability and extent of child labor (Bhalotra and
Tzannatos 2002). Children of less-educated parents are more likely to go
to work than to school, and these children grow up to be less-educated
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Table 4.2. Determinants of Schooling for Urban and Rural Youth by Gender
in Tanzania

Urban Rural
Variable Male Female Male Female
Adult employment rate -0.337 -0.045 -0.217 0.019
(0.258) (0.104) (0.1871) (0.165)
Percentage of youth in the population 0.003 0.076 0.128 -0.123
(0.136) (0.085) (0.134) (0.112)
Time to school 0.111 0.142%* -0.010 —0.041***
(0.068) (0.063) (0.008) (0.006)
Training -0.171%*  —-0,083*** -0.058 -0.063*
(0.035) (0.029) (0.037) (0.038)
Migrant -0.060%**  -0.076"** 0032 -0.001
(0.022) (0.017) (0.021) (0.017)
Education of household head 0.058*** 0.025%** 0.023*** 0.017%**
(0.005) (0.004) (0.003) (0.003)
Number of observations 1,743 2,360 3,939 3,947

Source: Integrated Labor Force Survey 2000/01; see chapter 10.
Note: Standard errors are in parenthesis.
*significant at 0.10 level; **significant at 0.05 level; **significant at 0.01 level.

parents who send their own children to work (Ilahi, Orazem, and
Sedlacek 2000; Emerson and de Souza 2000). There is also evidence that
school attendance rates are higher when the expected benefits of attending
school increase (Bedi and Marshall 2001).

The employment status of the household head and household income
are also important determinants of schooling for children. Household
income quintile is negatively correlated with schooling, though the effects
are sometimes modest and occur only at higher levels of education in
Burkina Faso. Econometric analysis shows that household income quintiles
affect enrollment of youth who are in secondary or tertiary school.’

Income shocks are also important determinants of schooling. Children
in Burkina Faso from households that experience a negative income
shock are less likely than other children to enroll in school. The effect is
strongest for households in the lowest income quintile. In Tanzania the
adult employment rate is negatively correlated with schooling, suggesting
that as adults face more problems in the labor market, school enrollment
of their children also declines.

An important factor behind school enrollment and attainment in
Burkina Faso is the time it takes to get to school (primary or secondary).%
School enrollment for both males and females 15-18 decreases as the
time it takes to get to school increases. The estimated effects were negative
and significant in 1993, 1999, and 2003 (chapter 8). The effect of distance
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to school on enrollment in Tanzania is mixed. It is not significant for young
boys. For girls it increases the likelihood of enrollment in urban areas and
reduces it in rural areas.

HIV/AIDS is also forcing children to leave school. Many youth are
infected with HIV, especially in eastern and southern Africa, where neglect
of millions of children whose family members have HIV/AIDS is fueling
school dropout. These children, especially those who are orphaned, enter
the labor force very early and are more likely to be exploited or abused.
Dropping out of school exposes these children to a lifelong cycle of
poverty and abuse.

Recent surveys from Tanzania show that orphans are more likely than
other children to withdraw from school (Subbarao and Koury 2004) and
that children suffer de facto discrimination in access to education from the
moment HIV/AIDS affects their family. These children often leave school
to perform household chores or grieve and are unable to return for lack
of money to pay for uniforms, books, or other school-related items.

Notes

1. Griliches (1977) was one of the first to examine the bias in ordinary least
squares estimates.

2. Most analyses of returns to education use wages and salaries of individuals.
The microanalysis of Burkina Faso used household income because of the small
proportion of Burkinabes reporting earnings from formal paid employment.
Using individual measures of earnings would have decreased the sample size
dramatically, limiting the representativeness of the sample.

3. Because this method does not control for the selection process into training,
the estimates should be interpreted as the average treatment effect on those
who went through the training rather than the average effect on the population
as a whole.

4. Several countries, including Kenya, Tanzania, and Uganda, plan to reduce the
illiteracy rate in the labor force to less than 10 percent by 2015. Cote d’Ivoire
and Ethiopia expect to reduce the illiteracy rate among working women to
30 percent by 2015.

5. This finding of effects at only higher levels of education for the lowest income
quintiles in Burkina Faso may not apply to other Sub-Saharan African countries.
The effects of household income on schooling are typically significant and
positive at all levels.

6. For evidence on the effect of distance to school in developed countries, see
Card (1995a). For evidence from developing countries, see Murakdzy and
Halpern (2005).






CHAPTER 5

Working in Bad Jobs or Not
Working at All

Marito Garcia and Jean Fares

By the age of 24, most youth in Africa have left school and started to
work. The proportion of youth at work versus those still in school ranges
widely across countries (see chapter 3). In Kenya and Malawi, more than
40 percent of youth (15-24) remain in school, and more youth are in
school than at work. In Burkina Faso and Burundi, more than 70 percent
of youth work.

What Makes the Transition to Work Difficult for Youth?

The lack of strong employment creation in several countries in Sub-
Saharan Africa has limited opportunities for youth in their transition to
work, particularly in the wage sector. Strong labor demand is necessary
to broaden youth opportunities, but it is not sufficient, because of several
special challenges youth face:

e The decline in demand for labor in Africa is disproportionately
affecting young people.

e A large youth cohort is adding pressure to the labor market of
new entrants.

e Internal migration is leading to higher urban unemployment
among youth.
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e Market failures have a disproportionate impact on youth, particu-
larly females.
¢ Lack of education is making the low skilled most vulnerable.

Demand for Labor Has Not Kept Up with Supply

Structural adjustment, the global recession, and changes in technology have
reduced the demand for labor. Most of the African countries adopting
structural adjustment measures have retrenched large numbers of public
sector workers, increasing unemployment. Changes in the economic envi-
ronment and in the demand for labor have also had a negative impact on
youth employment opportunities. Technology has increased the demand

for higher-order skills and reduced the need for unskilled labor. All of these

changes have had a disproportionately large effect on young people.

Rapid Population Growth Has Increased the Number of Youth
Entering the Job Market
International evidence suggests that increases in the relative cohort size
have an adverse effect on youth employment outcomes (see chapter 1). In
Tanzania the increase in the size of the youth cohort has increased the inci-
dence of unemployment among urban youth, particularly among urban
females (tables 5.1 and 5.2). In Ethiopia, the size of the youth cohort has
significantly reduced the probability of their employment (table 5.3).
The number of people looking for work in Sub-Saharan Africa is expe-
cted to increase by 28 percent in the next 15 years, adding about 30 million
people to the pool of job seekers. The increase in job seekers may make it

Table 5.1. Determinants of Urban and Rural Youth Unemployment in Tanzania

Urban Rural

Variable Male Female Male Female
Adult employment rate -0.019 0.039 -0.334 -0.199
(0.233) (0.115) (0.088) (0.087)

Percentage of youth in total 0.039 0.240 0.020 -0.030
population (0.123) (0.094) (0.065) (0.059)

Migrant 0.011 -0.010 0.026 -0.011
(0.020) (0.019) (0.010) (0.009)

Education of household head -0.021 -0.016 -0.001 -0.002
(0.004) (0.004) (0.002) (0.001)

Number of observations 1,964 2,360 3,939 3,947

Source: Integrated Labor Force Survey 2000/01; see chapter 10.
Note: Figures are probit estimates based on 10- to 24-year-olds, using the regionwide definition of local labor
market. Standard errors are in parentheses.
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Table 5.2. Determinants of Urban and Rural Youth Inactivity in Tanzania

Urban Rural

Variable Male Female Male Female
Adult employment rate -0.052 -0.325 -0.085 -0.137
(0.172) (0.100) (0.095) (0.099)

Percentage of youth in total 0.118 0.062 -0.185 0.027
population (0.091) (0.082) (0.070) (0.067)
Migrant 0.047 -0.002 -0.000 0.016
(0.015) (0.016) (0.011) (0.010)

Education of household head -0.020 -0.009 -0.000 0.001
(0.003) (0.004) (0.002) (0.002)

Number of observations 1,964 2,360 3,939 3,947

Source: Integrated Labor Force Survey 2000/01; see chapter 10.
Note: Figures are probit estimates based on 10- to 24-year-olds, using the regionwide definition of local labor
market. Standard errors are in parentheses.

Table 5.3. Employment Response to Demographic and Economic Shocks for Females
by Location and Education in Ethiopia

Has Has some  Completed
Never primary lower lower Has some
attended education  secondary secondary  higher
Item school or less education school  education
Urban
Female -0.149 -0.203 -0.222 -0.181 -0.141
(-3.62) (-4.08) (-5.8) (-4.21) (-10.73)
Adult employment ratio 2341 1.349 1.369 1.734 1.023
(2.71) (5.40) (7.26) (4.69) (2.83)
Percentage of youth in total -5.208 -3.069 -1.652 -1.992 0463
population (-2.53) (=5.24) (-2.28) (-243) (0.48)
Rural
Female -0.251 -0.204 -0.178 -0.128 -0.164
(=15.3) (-7.54) (-5.30) (-2.63) (-2.56)
Adult employment ratio 0.640 0337 0453 1443 0.224
(2.14) (2.33) (2.53) (4.88) (0.52)
Percentage of youth in total 0.846 0459 -0.261 -1.734 0818
population (1.25) (112 (-0.79) (-2.16) (0.61)

Source: Ethiopia Central Statistical Agency 2001; see chapter 9.
Note: Figures are probit estimates based on 10- to 24-year-olds, using the regionwide definition of local labor
market. Other regression variables are not displayed. Standard errors are in parentheses.
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even more difficult for youth to find work in urban areas. Pressure is
expected to be milder in rural areas, where most new entrants can be
absorbed by the agriculture sector.

Many Africans are moving from rural areas to urban centers in search
of greater opportunities. Many of these migrants find little or no opportu-
nity and end up unemployed. In Tanzania the rising proportion of youth
in the labor market together with increasing urbanization have reduced
the labor market prospects of recent cohorts of urban workers. Young male
migrants in Tanzania are more likely to be unemployed than nonmigrants
(see table 5.2). Similar results are found in the other country studies.

Young Women Are at a Particular Disadvantage, in Terms of Both
Schooling and Employment

Female youth in Sub-Saharan Africa have lower levels of school attain-
ment, school enrollment, and employment than males. In most of the
Sub-Saharan African countries examined, male enrollment is twice that
of females. Only in Madagascar and Sao Tomé and Principe does female
enrollment approach that of males (see chapter 3). Females are signifi-
cantly overrepresented among the inactive population in most countries,
and male employment exceeds female employment in all countries
except Burundi, The Gambia, and Zambia (though the differences are
not always large). Female youth tend to leave school at an earlier age and
transit to work more slowly than male youth.

This gender bias has discouraged many women from looking for work.
In Tanzania the proportion of discouraged workers is higher among
women than men. Since 2001 unemployment rates have fallen for young
men but risen for young women in many countries in Sub-Saharan
Africa, including Burkina Faso and Ethiopia.

In Ethiopia international migration is higher for women than men. In
2001, 98 percent of the 5,015 Ethiopian workers given permits to work
in two destination countries were women; more than half were young
women engaged in domestic work (see chapter 9). Most women were
relatively well skilled, with 74 percent having completed grade 12. The
fact that secondary school graduates seek jobs as domestic workers
abroad suggests that women are at a disadvantage in the local labor mar-
ket. Female youth of all ages in Ethiopia are more likely to be unemployed
and much more likely to be jobless than male youth.

In Tanzania labor force participation is highest among women with at
least some primary education (59 percent) and lowest for those with
secondary education (32 percent). In contrast to men, uneducated
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women are less likely to participate in the labor force than those with
some primary, with only 55 percent of uneducated women participating.
Female inactivity shows a U-shaped relation, first falling with education
and then rising. The pattern may be explained by the fact that unedu-
cated women have few opportunities and better-educated women have
high reservation wages or face discrimination. Many women are not
allowed to work at a level that matches their level of education, become
discouraged, and drop out of the labor force.!

In Tanzania labor supply has no effect on unemployment among
urban males but does affect unemployment among urban females. Labor
demand has no effect on activity by urban males but has a strong negative
effect on activity by urban females. These results imply that if labor
demand drops or labor supply increases, women are more likely than
men to become inactive.

In Ethiopia there is a negative and significant gender bias in employ-
ment probability among youth, in both urban and rural areas (see table
5.3). The gender bias in employment is smallest for the least- and most-
educated urban youth. In rural areas the gap between males and females
decreases with education.

Youth Are Vulnerable in the Labor Market

As a result of the challenges they face as they transition to work, youth
are often left vulnerable. Few earn wages and most are in the informal
sector. In rural areas most young people are in unpaid family work and
underemployed. In urban areas unemployment—including long-term
unemployment—Ilooms large. Low-skilled youth are vulnerable to weak-
ening demand and young females have difficulties participating in the
labor force.

Lack of Education Increases Youth Exposure to Shocks

Employment is less sensitive to changes in overall demand conditions
(measured by the adult employment ratio) and to changes in the size
of the youth cohort among youth who are more educated in Ethiopia
(see table 5.4). Put differently, youth with lower skill levels are more
vulnerable to economic and demographic change. If these results
are typical of other countries in the region, low-skilled youth—a large
proportion of the youth population in Sub-Saharan Africa—stand to
suffer disproportionately from the increased size of the youth cohort
and to shocks to demand.
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Table 5.4. Response of Youth Employment to Demographic and Economic Shocks for
Females by Level of Education and Urban-Rural Location in Ethiopia

Has some  Completed

Never Has lower lower Has some
attended  primary  secondary  secondary higher
school or less education school education
Urban
Female -0.149 -0.203 -0.222 -0.181 -0.141
(-3.62) (-4.08) (-5.8) (-4.21) (-10.73)
Adult employment ratio 2.341 1.349 1.369 1.734 1.023
(2.71) (5.40) (7.26) (4.69) (2.83)
Percentage of youth in total ~ -5.208 -3.069 -1.652 -1.992 0463
population (-2.53) (-5.24) (-2.28) (-243) (048)
Rural
Female -0.251 -0.204 -0.178 -0.128 -0.164
(-15.3) (-7.54) (-5.30) (-2.63) (-2.56)
Adult employment ratio 0.640 0337 0453 1443 0.224
(2.14) (2.33) (2.53) (4.88) (052
Percentage of youth in total 0.846 0459 -0.261 -1.734 0818
population (1.25) (1.12) (-0.79) (=2.16) (0.61)

Source: Calculations based on Ethiopia Labor Force Survey 2000; see chapter 9.
Note: Figures are probit estimates based on 10- to 24-year-olds, using the regionwide definition of local labor
market. Standard errors are in parentheses.

Poor Health Limits Employment Opportunities

Several studies have documented the importance of heath for productiv-
ity, school performance, and several other basic biometric and economic
indicators. All over the world youth are at the greatest risk for many dis-
eases, especially sexually transmitted infections. People between 15 and 24
have the highest reported rates of HIV, chlamydia, gonorrhea, and other
sexually transmitted infections. People 15-24 now make up more than
one-quarter of all the people living with HIV/AIDS (UNAIDS/WHO
2005). Worse still, more than half of the world’s 5 million people who
became infected with HIV in 2003 were 15-24.

In Africa an estimated 1.7 million people 10-24 become infected with
HIV every year. A large percentage of young people in Tanzania (11—
46 percent; Tanzania National Bureau of Statistics 2003) cite health issues as
one of the main reasons for their inactivity. These figures are consistent with
the very high prevalence of HIV among youth in Tanzania (2-5 percent for
men, 6-9 percent for women). Prevalence is similar in Uganda (6.7-
9.0 percent for women, 2.6-5.1 percent for men). HIV is less prevalent
among youth in Burkina Faso and Ethiopia but is still widespread.
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Few African Youth Earn Wages

Measures of employment provide little information about the conditions
young people face in the labor market. New data from selected countries
allow some indicators of work conditions to be created.

Young workers fall into four main groups: wage employees, informal
sector employees, the self-employed, and other employment.? The dis-
tribution of youth workers across these groups varies across countries
(table 5.5). Informal work accounts for the majority of young workers in
Burkina Faso, Burundi, Madagascar, and Uganda, self-employment is the
leading work modality for youth in Cameroon, Malawi, and Mozambique,
and wage employment is most important in Ethiopia and Sdo Tomé and
Principe. Both self-employment and informal employment are signifi-
cant in The Gambia and Kenya.

The work modalities of young people differ dramatically from those of
adults. Young people are much less likely to be involved in wage employ-
ment (except in Ethiopia and Sao Tomé and Principe) and much more
likely to work in the informal sector (except in Malawi and Sao Tomé and
Principe). Adult workers thus enjoy more job security and social protec-
tion and are less exposed to the instability and risks associated with the
informal sector. The fact that few younger workers are self-employed

Table 5.5. Modality of Employment by Youth and Adults in Selected Countries
(percentage of all workers)

Wage Informal Other
employment employment  Self-employment employment
Country Youth Adults  Youth Adults Youth Adults  Youth Adults
Burkina Faso 32 76 90.9 593 58 325 0.1 0.7
Burundi 1.7 58 85.3 395 128 54.2 0.2 0.5
Cameroon 8.2 164 26.1 14.5 65.7 69.1 — —
Ethiopia 46.7 757 27.8 17.0 178 38 7.7 36
Gambia, The 10.1 19.2 46.1 138 42.7 65.8 1.1 1.1
Kenya 179 308 444 19.7 376 486 0.1 0.8
Madagascar 7.8 159 68.1 31.1 228 50.6 14 2.3
Malawi 18.8 26.7 7.1 5.1 70.3 64.9 3.8 33
Mozambique 15.1 16.6 — — 535 69.6 1.2 0.5
S&o Tomé and
Principe 63.2 57.8 288 415 — — 8.0 0.7
Uganda 32 76 90.9 59.3 58 325 0.1 0.7
Zambia 95 239 518 169 37.8 583 09 1.0

Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard
Indicators datasets.

Note: Youth are 15-24. Adults are 25-50. Data for Cote d'Ivoire are unavailable.

— Not available.
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(except for Cameroon, Malawi, and Mozambique) suggests that they find
it difficult to start a business, perhaps because of lack of capital.

In all 13 countries people from the highest income quintile are most
likely to earn wages (see chapter 7). Nevertheless, even for this quintile
wage employment is not the dominant sector in all the countries. In Kenya
and Madagascar, for example, even among people from the highest income
quintile, the most important sector is the informal sector. The high level of
self-employment (in Cameroon, Malawi, and Mozambique, for example)
may be a sign that workers have difficulty entering the labor market.

In nearly all Sub-Saharan countries, few workers are engaged in wage
employment, even in urban areas (table 5.6).3 The high level of informal
employment in most countries (except Malawi) represents a cause for
concern. Informal work in rural settings is associated mainly with agricul-
ture and is typically low paid and seasonal. In urban settings informal work
often involves insecure, nonfamily work, in settings in which labor and
safety regulations do not apply, leaving workers susceptible to exploitation.

In Tanzania most young adults (20-24) end up in nonwage employ-
ment, usually in the informal sector, where working conditions are poor
(table 5.7). Most rural youth work in agriculture. Many are unpaid laborers
on their own farms or family farms. Youth in most urban areas also work
in the agricultural sector, although many, particularly in Dar es Salaam,
earn wages.

Some urban young adults are self-employed, and there is evidence that
many more would like to work for themselves but cannot because of lack
of capital (chapter 10). This barrier is particularly true in rural areas and
cities other than Dar es Salaam, but even in the capital, having social net-
works or coming from a higher-income family does not increase the
chance of accessing capital, because most families lack collateral for loans
(see chapter 10).

As they get older, young males are more likely to be found in wage
employment, particularly in Dar es Salaam but also in most other urban
areas, where the proportion of male employees rises from 15 percent for
teenagers to about 22 percent for young adults. This incidence is still
lower than that of adult males. Among employed female young adults,
36 percent in Dar es Salaam and 19 percent in other urban areas work
as employees (see table 5.7).

In Ethiopia more than 80 percent of rural teenagers and 60 percent of
young adults are unpaid workers (figure 5.1). Policies that provide income
transfers to these families would be likely to reduce early entry into work
and allow children to attend school. In urban areas in Ethiopia, the largest
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Figure 5.1. Most Youth Perform Unpaid Family Work, Predominantly in Agriculture in
Ethiopia

| B wage employee [ self-employed [ unpaid family work |
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Source: Understanding Children’s Work calculations based on Ethiopia Labor Force Survey 2001; see chapter 9.

proportion of teenagers work as unpaid family workers, but larger propor-
tions of young adults are self-employed and work in the wage sector. The
proportion of teenage girls and boys working in the wage sector is low.

In rural areas most Ethiopians work in the agricultural sector. In urban
areas the dominant sector is services, which includes retail trade. Many
of the youth employed in the service sector are involved in petty retail
trade, selling products such as newspapers and beverages. These jobs
yield low incomes, and some are hazardous.

Underemployment Is Prevalent in Rural Areas

Although a large portion of out-of-school youth are employed in
Tanzania, 6 percent of young men and more than 10 percent of young
women report being underemployed. In Ethiopia widespread under-
employment is a major problem not only for youth but for the popula-
tion as a whole, particularly in the rural sector. Underemployment in
Ethiopia is high in rural areas, with the average worker working less than
30 hours a week.
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Table 5.8. Multiple Job Holding and Underemployment by Gender, Age, and Urban-
Rural Location in Burkina Faso

(percent)

Male Female
Age group and job status Urban Rural Urban Rural
10-14
Wants more work 11 8 6 8
Holds more than one job 8 7 3 9
15-19
Wants more work 10 13 12 14
Holds more than one job 8 14 7 13
20-24
Wants more work 12 16 13 20
Holds more than one job 11 18 10 21
25-34
Wants more work 15 17 15 23
Holds more than one job 9 21 11 28
35-44
Wants more work 15 18 15 26
Holds more than one job 9 25 13 35
45 and older
Wants more work 18 16 16 22
Holds more than one job 17 24 16 33

Source: Survey of Household Living Standards, 2003; see chapter 8.

In Burkina Faso multiple job holding is more common in rural than in
urban areas (table 5.8). Among all workers with at least two jobs, more
than 92 percent live in rural areas. Not surprisingly, almost 95 percent
work in the agriculture, breeding, fishing, and hunting sectors; 57 percent
work as family helpers; and 41 percent are independent workers. Multiple
job holding is more likely to occur as workers become older. There is little
evidence of a systematic relationship between household income and the
incidence of multiple job holding.

About 16 percent of all workers in Burkina Faso believe they are under-
employed. The overwhelming majority of these workers hold multiple
jobs. About 9 percent of people with one job and 47 percent of people
with multiple jobs wish they could work more.

Youth Unemployment Is High

More than 18 million young people in Sub-Saharan Africa—21 percent
of all youth (15-24)—were unemployed in 2003. This rate of youth
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unemployment exceeds that of all other regions except the Middle East
and North Africa.

Comparing youth and adult unemployment rates provides some indi-
cation of the extent to which young workers are disadvantaged relative to
adults. The unemployment rate for youth exceeds that of adults in all
countries except Burundi and The Gambia (figure 5.2). Young workers are
particularly disadvantaged in Cameroon and Sio Tomé and Principe,
where the youth unemployment rate is more than five times that of adults.

Long-Term Unemployment Is a Serious Problem
in Ethiopia and Tanzania
High unemployment may not represent a problem if it reflects temporary
movement from one job to another or new entry into the labor market.
It is a serious problem for individuals and the economy as a whole when
it lasts for long periods.

In Sub-Saharan African almost all young people leave school between
the ages of 15 and 24, but a large proportion do not immediately settle into

Figure 5.2. Unemployment Is Higher among Youth Than Adults in Almost All
Sub-Saharan African Countries
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employment. The average estimated school-leaving age ranges from 15.9 to
19.0 years, and the average age at first job ranges from 18.4 to 24.4. The
total estimated transition duration thus ranges from one to seven years.

Evidence from the 2003 Urban Biannual Employment Unemployment
Survey of Ethiopia suggests that much urban youth unemployment is
structural rather than transitory in nature. About one-third of unemployed
teenagers and almost half of unemployed young adults had been without
a job for at least one year at the time of the survey (figure 5.3). Even more
worrisome is the fact that the share of youth with very long spells of
unemployment (more than two years) increases with age.

In Tanzania more than 40 percent of unemployed young adults have
been unemployed for more than two years, and more than 70 percent
have been unemployed for more than a year (figure 5.4). Long-term
unemployment accounts for at least half of total unemployment in
Tanzania. The duration of unemployment is much longer in urban than
in rural areas, and among men in urban areas, the duration of unemploy-
ment is longer among teenagers and young adults than among prime-age
adults. If unemployment is mainly a long-term phenomenon, this implies
that it is largely concentrated among certain population groups, raising
serious distributional considerations.

Long-term unemployment increases the difficulty of entry into the
work force, especially in the formal sector. Because early work experience
is very important and yields high returns, lack of access to work for long

Figure 5.3. Many Urban Youth Remain Unemployed for More Than a Year in Ethiopia
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Figure 5.4. Unemployment Spells Last Much Longer in Urban Than in Rural Areas in

Tanzania
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Figure 5.5. Young Females Are More Likely Than Young Males to Be Neither Working
NOR Attending School
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periods reduces human capital accumulation for young entrants, reducing
their earning potential and future development.

Many Young Africans Fail to Enter the Labor Market,

Particularly Women

People who are neither at work (or looking for work) nor at school are
classified as inactive. The highest average rates of inactivity in Sub-
Saharan Africa are in Ethiopia (59 percent) and Mozambique (45 percent)
(figure 5.5). In other countries very few young people are classified as
neither working nor being in school. In all countries young women are
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more likely than young men to be inactive. Many “inactive” young adults
(20-24), especially females, may be involved in home production. Others
may be discouraged because of difficulties entering the work force.

In Dar es Salaam about 25 percent of teenagers and 40 percent of
young adults are neither in school nor at work; in other urban areas,
about 18 percent of teenagers and of young adults are unemployed.
More than 64 percent of teenage boys and 25 percent of young men in
Dar es Salaam are discouraged workers (table 5.9). Among inactive
females, 59 percent of teenagers and 67 percent of young women are
discouraged workers. Results for other urban areas in Tanzania are lower
but also high. For the country as a whole, the education of the head of
household appears to be negatively correlated with inactivity, which is
highest among youth with no education (27 percent).

Many inactive females report that household duties prevent them from
looking for a job. Among males who claim they were not available for
work, many report “other reasons.” More research needs to be conducted
to determine the nature of these reasons, which could include involvement
in illegal activities or the need to take care of ill family members.

Notes

1. The gender bias cannot be fully captured by considering unemployment,
which remains a “privilege” of more-educated girls. Inactivity also needs to be
examined because less-educated females are unlikely to classify themselves as
available for work, possibly due to discouragement.

2. Wage employees are people in paid employment who are remunerated by
wages or salaries, commissions, piece rates, bonuses, or in-kind payments. They
include regular employees and casual workers without contracts. Informal
workers are people employed in semiorganized units. The International
Labour Organization defines informal sector workers as own-account workers,
unpaid family workers who work at least seven hours a day, and employers and
employees in establishments in which less than 10 people work. Paid domes-
tic workers are excluded. Self-employed workers are people who perform
some work for profit or family gain, in cash or in kind. Remuneration depends
on the profits derived from the goods and services produced (own consump-
tion from enterprise is considered part of profits). Self-employed people make
operational decisions themselves or delegate them to others while retaining
responsibility for the welfare of the enterprise. Self-employment may include
contributing family workers. Other employment applies to those who are not
in the first three classifications.

3. In some countries—such as Ethiopia, The Gambia, and Malawi—however, the
higher percentage of wage workers include casual workers without contracts.






CHAPTER 6

The Three Pillars of Policy: Lessons
from International Experience

Marito Garcia and Jean Fares

Policy makers in Africa are concerned about the difficulties youth are
facing in their transition to work, and they recognize the deleterious
consequences of youth unemployment for both youth and the region as
a whole. Despite this recognition, the response has been fragmented.
Most interventions have been small-scale and face severe challenges for
sustainability and scalability.

This chapter offers some guidance to policy makers searching for
ways to address youth employment issues. The analyses conducted in the
previous chapters and the survey of interventions in four countries in the
region (presented in annexes 6B-E) ground the proposed policy frame-
work in these countries’ realities and provide the background for further
empirical examination, operational work, and policy dialogue with the
countries in the region. The methodology is presented in annex 6A.

The transition to work is difficult for African youth because of the
large number of young people entering the labor market, their lack of
skills, unfavorable economic conditions in most African countries, market
failures that adversely affect youth outcomes, and a host of other factors.
As suggested by the World Development Report 2007, a successful policy
response to the challenge of youth employment rests on three pillars:
broadening opportunities for young people to accumulate and preserve
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human capital, increasing the capability of youth to take advantage of
work opportunities, and providing youth who are not initially equipped
to take advantage of opportunities with a second chance, so that no one

is left behind.

Pillar One: Broadening Opportunities for Employment

Spurring economic growth—Economic growth is key to broadening
employment opportunities. Growth increases employment opportunities
for everyone—and has a disproportionately large effect on youth. In
Indonesia and Vietnam, youth benefited from new employment opportu-
nities in the trade and manufacturing sectors (World Bank 2006). Large
cohorts of young and mobile workers can, in turn, support the expansion
of these sectors.

How well has Africa done in expanding economic opportunities for
youth? Growth in Africa declined between the 1970s and the late 1980s
(World Bank 2000), but since the mid-1990s growth in 16 countries in
the region has exceeded 4.5 percent a year (World Bank 2006). Some of
these countries, such as Mozambique, Tanzania, and Uganda, have diver-
sified their economies and exports, sectors that are likely to hire more
youth. Qil-producing countries have seen significant growth in GDP as
a result of the sharp increase in oil prices.

Africa’s performance in manufacturing has been poor (Kingdon and
Knight forthcoming). Analysis of 12 countries in the region reveals that
the share of industry value added in GDP was about 5 percentage points
lower than the world average between 1970 and 2000. Among these
countries, four saw employment in the manufacturing sector expand by
more than 20 percent in the early 2000s. Others, including Kenya and
Tanzania, experienced almost no growth.

Sub-Saharan Africa continues to face significant barriers to creating
new jobs in the formal sector (World Bank 2004). Most youth employ-
ment is nonwage employment (see chapter 5). A key challenge is to
increase nonfarm rural employment and prepare youth to move into
activities off the farm. Evidence from low-income countries in other
regions suggests that people with skills are more mobile than average and
are likely to take advantage of opportunities off the farm.

Improving the investment climate and addressing policy failures—A
good investment climate lets the private sector expand, helps trade flour-
ish, and allows countries to attract foreign direct investment. To improve
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the investment climate, governments need to maintain political stability,
improve the regulatory and tax climate for investment, provide needed
infrastructure, and improve information on vacancies for job seekers
(World Bank 2004).

These general policies are necessary to promote youth employment
opportunities, but they are not sufficient. Youth would benefit from
policies that mitigate the market and policy failures responsible for labor
market rigidity and segmentation. In Ethiopia downward rigidity in real
wages in the urban sector in times of economic reform has led to high
rates of open unemployment, particularly among urban youth (Krishnan,
Selassie, and Dercon 1998).

Preventing rising joblessness in order to ensure political stability—FEver-
rising joblessness among youth and the desperation that accompanies it
undermine the possibility of progress in countries emerging from conflict.
They also risk destroying the political and social structures of countries that
are currently stable, especially given demographic trends in some parts of
Sub-Saharan Africa. The growing number of youth who lack the prospect
of ever being able to earn a reasonable living threatens the future of the
region. Until this situation changes, the likelihood of achieving genuine
peace, security, and development throughout the region will remain small.
At the same time, pressures to migrate, illegally and dangerously, to parts of
the world where opportunities appear more promising will continue to
mount, with consequences for the receiving countries (UNOWA 2005).

Pillar Two: Building Skills and Capabilities

Despite the increase in educational attainment in most Sub-Saharan
African countries, youth continue to leave school unprepared to integrate
into the labor market. To reduce school dropout and early transition to
work, policies and programs should ease the income constraints poor
families face. In Ethiopia school attendance rose after a flexible school
calendar was introduced in rural areas that took into account the agricul-
ture cycle. In Burkina Faso poor households facing adverse income shocks
are likely to withdraw their children from school and send them to work
(see chapter 5). Conditional cash transfers, which transfer funds to poor
families as long as their children attend school or after-school programs,
have been shown to increase school enrollment and reduce child labor in
Brazil and Mexico (Raju 2006).
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Promoting public-private parinerships and making curricula more
relevant—Public-private partnerships are needed to improve the quality
of primary education and increase access to lower-secondary education.
Public policy could complement private initiatives by ensuring quality
standards and introducing financing mechanisms to support the poor.
Promotion of private schools in Kenya during the 1960s and 1970s
resulted in marked expansion in secondary school enrollment. For sec-
ondary and postsecondary education, school curricula need to be made
more relevant to labor market needs. Providing practical skills—by teaching
subjects such as technology, economics, and foreign languages—could
better equip youth for the labor market; better integrating vocational and
general curricula could facilitate youth insertion into the work force.

In addition to raising enrollment, countries need to improve the quality
of their education systems and the relevance of school curricula by
teaching students the practical thinking and behavioral skills demanded
by the labor market, using teaching methods that lead to high learning
achievement and blend academic and vocational curricula (World Bank
2006). Building bridges between school and work can facilitate the tran-
sition of youth from school to the workplace.

Combining part-time schooling with work, as Germany does, has
proved difficult to replicate in Sub-Saharan Africa, where the lack of
institutional capacity and the small industrial sector limit the chance of
success of the dual system (Johanson and Adams 2004). Youth are more
likely to participate in traditional apprenticeship schemes (Adams
2006). Across most of West Africa, apprentices outnumber wage
employees in informal firms (Haan and Serriere 2002). These programs
could be enhanced by providing access to new technologies, improving
the technical skills of master craftspeople, and certifying skills. In Kenya
a voucher program in the informal sector helped improve the quality
and relevance of the training offered to apprentices by giving master
craftspeople access to new technologies and upgrading their skills (Riley
and Steel 1999). A similar program could potentially be adopted else-
where in the region.

Given the budget constraints facing African governments, technical
and vocational education and training also need to change to allow for
public-private partnerships, diversify financing for training, promote
sustainability, and improve access and relevance. In Mauritius the
Industrial Vocational Training Board has split the financing and provision
of training and adopted a competitive model for procuring training
services. Other examples from countries outside the region (such as



The Three Pillars of Policy: Lessons from International Experience 71

Argentina and Chile) illustrate how competition promotes efficient
delivery and closer links to market demand, shifting the financing model
for training from one that is supply driven to one that is demand driven
(World Bank 2006).

Youth need to be prepared to take advantage of potential opportunities
or create opportunities on their own through self-employment and
entrepreneurial activities. Young entrepreneurs face several constraints to
creating a venture and making it grow. Some lack entrepreneurial skills,
others lack access to information and networks, almost all have difficulty
accessing credit and face investment climates that make it difficult to
start and run a business. Improving the climate for doing business would
allow more young entrepreneurs to start their own enterprises. Programs
that provide access to networks and information have been initiated in
some countries in Latin America and seem promising (for example,
Endeavor in Argentina, Brazil, Mexico, and Uruguay). South Africa’s
youth fund illustrates how public and private financial intermediaries
could collaborate to provide youth with better access to credit.

Pillar Three: Offering a Second Chance So That No One Is Left Behind
Poverty, adverse economic conditions, poor health, employment shocks,
and inadequate schools force many young people to leave school with-
out acquiring the basic skills demanded in the workplace. Harsh weather
and civil conflicts uproot many communities, halting early efforts youth
have made to find work and develop their livelihoods. The result is a
huge stock of unskilled youth who never went to school, are ill-prepared
for the workplace, and are vulnerable to shocks (see chapters 2 and 3).

Estimates based on data in this study indicate that 36 percent of the
15- to 24-year-olds in the region never went to school, only 28 percent
completed primary school, and only 8 percent completed secondary school.
This means that about two-thirds of all youth in the labor market—some
95 million young people—lack the skills to be competitive in the labor
force. These youth need a second chance.

Many countries operate second-chance programs. Some try to get out-
of-school youth back in school or provide alternative mechanisms for
skill development. Others attempt to directly reintegrate out-of-work
youth into the work force. To limit—and justify—the fiscal burden of
second-chance initiatives, all programs must be well targeted, designed
to increase youth skills, and geared to the needs of the labor market.

For young people who are out of school, equivalence, literacy, and job
training programs should be designed to provide the skills needed for
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work (World Bank 2006). Practical curricula that include both technical
and life skills, flexible schedules, and less formal instruction methods are
most likely to attract youth and provide them with the skills most needed
in the labor market. Literacy programs have suffered from low take-up
rates; they need to be more contextual and demand driven. Programs in
Ghana and Senegal include postprogram follow-up to solidify literacy
skills (World Bank 2006).

Job training programs are more likely to be successful if they are part of
a package that includes basic education, employment services, and social
services. A recent review of 19 training programs targeting youth shows
that in the absence of such a package, training programs rarely improve the
employment and earnings of young participants (Betcherman, Olivas, and
Dar 2004). Well-targeted and comprehensive training programs, such as
the Jovens program in Argentina, Chile, and Peru, have been successful in
reaching the most vulnerable youth and improving their earnings and
employment (World Bank 2006).

Public works programs provide good opportunities for young work-
ers, particularly rural residents and people with low skills, to acquire
initial work experience. In Senegal the Agence d’Exécution des Travaux
d’Intérét Public (AGETIP) trains and employs unemployed youth,
who work on public infrastructure projects (roads, buildings, sanitation
systems). The youth are hired only on a temporary basis, but the training
and work experience helps them obtain more permanent employment.
Public works projects also allow good targeting for other youth inter-
ventions (such as training and placement services) that may increase
the likelihood that youth find better employment opportunities
beyond the program.

A few evaluations have tested whether these programs improve the
chances of participating in the labor market or enhance private sector
employment. Evaluation of Argentina’s Trabajar program suggests that such
programs can have a significant impact on participants’ current incomes
(Ravallion and others 2005). There is also some evidence of lagged gains
from past participation. Evaluation of the first seven years of the AGETIP
program in Senegal finds that the number of engineering firms more than
tripled, the number of construction firms increased fivefold, and 35,000
person-years of employment were generated. Poor governance can be an
issue, however. Public works projects require transparency and oversight to
ensure that projects target the poor, that only worthy projects are funded,

that funds are used wisely, and that inexperienced youth are trained (World
Bank 2006).
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Responses from African Countries

A review of 68 programs in Burkina Faso, Ethiopia, Tanzania, and Uganda
(presented in annexes 6B-E) reveals important differences across coun-
tries. The inventory, based on a country stocktaking exercise conducted in
late 2005, is not comprehensive but is indicative of the number and range
of interventions in progress at the time of the survey. The list is restricted
mainly to postschooling interventions.

The inventory of programs is organized into three categories: interven-
tions that broaden opportunities for youth, interventions that build skills
and capability, and interventions that offer second chances (table 6.1).

* Broadening opportunities includes programs that boost overall demand
for labor, such as regional and micro- and small-enterprise develop-
ment programs, and interventions to remedy labor market failure,
such as counseling and job search programs.

® Building skills and capability includes programs to improve the skills of
disadvantaged youth, postschool programs that provide unemployed
youth with vocational skills, entrepreneurship programs (which are
bundled with credit schemes), and livelihood training.

® Second-chance programs include adult literacy and equivalency programs,
support for marginalized young people, and public works programs.

Improving opportunities for entrepreneurs is by far the most popular
type of program, in terms of both programs that target youth (except in
Ethiopia) and those that target all workers. Public works programs are in
place in Burkina Faso, Ethiopia and Tanzania, although they do not
specifically target youth. Training programs are heavily represented
among youth-specific programs in Burkina Faso, Tanzania, and Uganda,
albeit with different emphases. Burkina Faso is the only country in which
a rural adult literacy program appears to be in place, although Uganda
has a National Adult Literacy Strategic Investment Plan and Tanzania
and Uganda have second-chance/equivalency programs. Improving train-
ing systems for young people seems to be neglected, although Tanzania
seems well placed to move in this direction through its skill development
levy system. There may also be scope for reforming labor market regula-
tions to encourage employers to hire more young workers.

Program Evaluation Has Been Weak
Several evaluation studies of these interventions have been conducted, but
they report only outcomes, not impact. Information has been collected on
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Table 6.1. Promising Interventions in Burkina Faso, Ethiopia, Tanzania, and Uganda

Category

Policy or program

Broadening opportunities
Job creation programs

Counseling and job search programs
Financial incentives

Building skills and capability

Apprenticeship systems

Vocational skills training (active labor
market training programs for youth)

Young entrepreneur programs

Programs to counteract isolation

Second-chance programs
Literacy and numeracy programs
Second-chance equivalency programs

Public works

Support to disadvantaged youth

Regional Micro and Small Enterprise
Development Agencies (Ethiopia)

Labor Exchange Center (Tanzania)

FINCA Lending Programme (Tanzania)

ZANU Finance Lending, Training, and Literacy
(Burkina Faso)

VETA National Apprenticeship (Tanzania)

Entoto Technical and Vocational
Education and Training (Ethiopia)

Hope Enterprises (Ethiopia)

Community Skill Training Centers (I1Z/DW and
Government) (Ethiopia)

PEVOT-GTZ Program (Uganda)

Gatsby Trust Entrepreneurship (Tanzania)

PCY (GT2) Small Business (Uganda)

Tanzania PRIDE Entrepreneurship (Tanzania)

FAARF Women's Credit (Burkina Faso)

FAPE Employment Promotion Fund
(Burkina Faso)

Livelihood Skills Development Programme
(Tanzania)

BKF/98/006 Program to Retain Young People
in Own Regions (Burkina Faso)

YES Program (Uganda)

Complementary Basic Education (COBET)
(Tanzania)

BEUPA Equivalency Program (Uganda)

Dar es Salaam Solid Waste Municipal Service
Delivery (Tanzania)

Productive Safety Nets Program (Ethiopia)

PSTP/HIMO Public Works (Burkina Faso)

TIPE Public Works Program (Burkina Faso)

REPAGE Project for Marginalized Young People
(Burkina Faso)

Source: Godfrey 2006.
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the cost of various interventions, but no cost-benefit studies appear to have
been conducted, and the impact of the programs was not compared with
that of a control group.

Evaluation is particularly important in countries with limited resources,
where resources are vitally needed for education, safe motherhood pro-
grams, contraception, and construction and repair of infrastructure. Youth
employment interventions should pass two tests: their social benefits
should outweigh their costs and the private return to program participants

should be high.

Future Research to Fill Knowledge Gaps

This report identifies gaps in knowledge about youth in the labor market.
Future analysis is needed to fill these gaps. Priority areas for future
research include the following:

e Rigorous evaluations need to be conducted in order to build an evi-
dence base from which interventions can be formed to help poor youth
make successful transitions to working life. Evaluating program impact
should be one of the highest priorities for donors and governments in
responding to the challenge of youth unemployment.

e Surveys need to add nonstandard labor market indicators so that they
fully describe what is happening in the rural labor market. Current
surveys fail to capture many unpaid family workers.

e Better understanding is needed of the response of youth program in-
terventions in rural areas and informal sectors.

¢ More research should be done on second-chance programs, which are
particularly important in Africa given the large number of youth who
never completed primary school.

Annex 6A. Methodology: Building an Indicator of the
School-to-Work Transition

This annex computes a measure of the school-to-work transition in devel-
oping countries. It tries to overcome some of the problems associated with
using methods applied to measure the transition in Western countries.
OECD (1998, 1999, 2000) uses the age at which 50 percent of indi-
viduals are employed to determine the end point of the transition.
Measures of transition based on this definition implicitly assume that
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the overall portion of individuals moving into employment is at least
50 percent (otherwise no transition would ever be completed) and that
the proportion of individuals who enter employment is roughly compa-
rable across countries (otherwise this indicator is biased by differences
in participation across countries). Neither of these assumptions is likely
to be true, especially in developing countries.

Similar problems occur in estimating the starting point of the transi-
tion. OECD indicators implicitly assume that all children transit through
the school system and that the vast majority of them stay in school at
least as long as they are required to by law. This assumption is clearly not
valid in most developing countries.

These assumptions represent a serious source of bias in comparing data
from developing countries with very different levels of overall labor mar-
ket participation in adulthood, especially among women, and of school
attendance. The procedure developed for this study tries to circumvent
the problems with other methods by standardizing the measures of
school-to-work transition to the population at risk—that is, those who
eventually transit through school and participate in the labor force.

Ideally, to model the transition process from school to work, longitu-
dinal data should be used that provide detailed job histories that follow
individuals from childhood into adulthood. Alternatively, cross-sectional
data with retrospective information could be used that allow work
histories to be reconstructed. In the absence of these data, which are
generally lacking even in developing countries, cross-sectional data can
be used to measure the length of the transition. Under appropriate
assumptions, cross-sectional data allow the parameters of interest to be
consistently identified.

To measure the school-to-work transition, a new indicator was devel-
oped for this report based on the difference between the average
school-leaving age and the average age of first entry into work. This
measure was constructed as follows. Suppose there exists an age a, .,
such that for a > a , , individuals never enter school and for a = a_,
individuals never leave school. In this case, at age a,, those who ever
enter school are in school. Let S denote the event of being in school and
SL, the probability of leaving school at age a. Then

SL =-[P(S,.,) - P(S,))] a>a,. (6A.1)
represents the change in enrollment across two consecutive ages. Equation
(6A.1) states that if, say, 90 percent of children are in school at age 10 and
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80 percent are in school at age 11, then 10 percent of children must have
dropped out between age 10 and 11.

Assume that for any age, a < a,,
a=a,

.. individuals never leave work and
.. individuals never begin work. This implies that at age a,_,
everyone who ever will work is working. This assumption, which is less
realistic than the previous one, means that exit from employment
occurs before a,and exit from inactivity occurs before a, . Denote
work by W, and denote the probability of entry into work at age a by EW.
This equation is the increase in participation from one year to the other:

EW =P(W,_)-PW) a<a,,. (6A.2)
Equation (6A.2) states that if, say, 10 percent of children are in work at
age 14, and 15 percent are in work at age 15, then 5 percent of children
must have started to work between the ages of 14 and 15.

One problem with these indicators is that many individuals do not
enter school and many, particularly females, do not transition into work,
if work is defined as participation in a market-oriented economic activity.
These indexes are thus conditional on individuals ever transiting into the
relevant state. Under the assumptions above, the average school-leaving
age conditional on ever having been in school is

E(SL)=Z,., a[SL/P(S, )] (6A.3)
and the distribution of age of entry into work is
EEW) =%, _, alEW/P(W, )] (6A.4)

Notice that P(Wumm) =S

a< amax
Similar reasoning applies to the weights in equation (6A.3).

An index of the average gap between the age of entry into work
(conditional on ever entering into work) and the age of exit from school
(conditional on ever being in school) is given by

EW , hence %, JEW/P(W, ] =1.

u<umu

I=E(SL) - E(EW). (6A.5)

A probit model was fitted (separately for males and females in each
country) on the probability of being in school. The model was regressed
on a polynomial in age. Fitting a probit model is useful for smoothing the
age participation profiles in the presence of measurement error and small
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sample sizes, and it allows sample predictions to be made if necessary. The
value a, . is identified as the turning point in the estimated age participa-
tion profile. The same procedure is carried out for the probability of
working. The estimated probabilities are used to compute the indicators
in equations (6A.3), (6A.4), and (6A.5).

This procedure has several drawbacks. First, although it is generally
possible to ascertain whether individuals in work ever attended school,
it is generally not possible to know whether those who attend school
will ever get jobs. The index in equation (6A.5) is, then, the average
age gap for individuals who enter work after leaving school (the true
school-to-work transition age gap) only under the assumption that age
of exit from school is uncorrelated with the probability of entering into
work later in the life cycle, an assumption that some may not find com-
pelling. If early school leavers are less likely to eventually find a job, the
gap will be overestimated; if they are more likely to find a job, the gap
will be underestimated.

A second drawback of this procedure when applied to a single cross-
section is that the index is derived from a comparison of individuals of
different ages at a given time and hence from different birth cohorts. The
direction and magnitude of the bias are difficult to determine. If there is
a secular increase in school-leaving age without relevant changes in the
age of first employment across cohorts, the length of the transition
period from school to work in each country may be underestimated. If
the age of first employment also shows a secular increase, the bias could
go in either direction. If these biases are assumed to be similar across coun-
tries, a sensible inference can be made about cross-country differences.

Annex 6B. Inventory of Selected Policies and Programs on Youth
Employment and Skills Development in Burkina Faso

Government Involvement in Youth Employment Issues

In November 2004 the government established a National Agency for
Employment. The new agency’s functions include the following:

e Studying the problems of employment, apprenticeship, and profes-
sional training and maintaining relevant documentation.

* Organizing a system of labor market intermediation and information.

¢ Promoting self-employment and the emergence of viable micro-,
small, and medium-size enterprises.
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Initiating and implementing programs that help young people make

the transition to employment.

Identifying the needs and possibilities for apprenticeship and training

and implementing a policy of orientation and information for poten-

tial participants.

Renovating existing systems and creating new systems for training and
apprenticeship.

Organizing and implementing recruitment of people for overseas

employment.

Description of Policies and Programs

This inventory of policies and programs on youth in Burkina Faso
describes 28 interventions (table 6B.1). It is a selective rather than a com-
prehensive inventory.

Making the Labor Market Work Better for Young People
The first category of interventions includes only public works programs
in Burkina Faso. These six programs are:

The special program of labor-intensive public works (PSTP/HIMO)
The pilot urban infrastructure project at Kaya (BKF/90/02M/BEL)
The public works program for employment executed by the Faso
Baara agency (TIPE)

The projects of the labor-intensive fund (HIMO)

The street cleaning teams project in Ouagadougou

The community participation component of the third urban project
(BKF/94/06)

None of these programs specifically targets young people, and only

one of them is confined to rural areas.

Improving Opportunities for Young Entrepreneurs
This is by far the largest category of interventions in Burkina Faso. The
16 projects examined in this category are:

The promotion of female artisans

The fund in support of the informal sector (FASI)

The employment promotion fund (FAPE)

The national program for the redeployment of laid-off workers
(PNAR-TD)
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e The fund in support of income-earning activities for women (FAARF)

* The project in support of creating small- and medium-size enterprises
(PAPME)

¢ Two programs to retain young people in their home regions (PDI-SYP
6éme FED and BKF/98/006)

e Centers for agropastoral development

e The fund for the insertion of young people (F1J)

* The project in support of poverty reduction among disadvantaged and
marginalized young people (REPAGE)

e The project in support of micro and small handcraft enterprises (PER-
COMM)

e The project in support of rural microenterprises (PAMER)

¢ The national karite project (PNK)

e The fund in support of income-generating activities in agriculture
(FAAGRA)

e Various interventions by the system for decentralized finance (SFD)

Only five of these interventions specifically target young people, and
only six are confined to rural areas.

Making Training Systems Work Better for Young People

Few interventions in Burkina Faso focus on skills training (although
entrepreneurship programs often include some training). The ZANU
project is a literacy program for rural areas that aims to create permanent
learning centers and libraries and to boost employment. The only other
training program is a rural program that trains women in agriculture,
animal husbandry, dressmaking, dyeing, and weaving.

Other Interventions

No interventions in categories 4-7 are examined in the case of Burkina
Faso. Burkina Faso has two comprehensive multiple-service projects, one
(PAICB/ LCP) in support of communal initiatives in the struggle against
poverty, the other (PRPC) aimed at reducing poverty at the level of the
community. Two voluntary service programs for young people (production
brigades and the national service for development) are also in place.

How Well Have Interventions Performed?

A high proportion of interventions can be classified as having had a strong
positive impact in the labor market (table 6B.2; Ouedraogo 2005). Public
works programs performed well in terms of providing immediate employ-
ment, raising incomes, and improving the local economy; longer-term
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Table 6B.2. Quality of Employment-Related Interventions in Burkina Faso

Intervention 0 1 2 3 Unknown Total

1. Making the labor market work
better for young people

1¢. Public works programs 2 4 6
2. Improving opportunities for
young entrepreneurs 13 2 1 16

3. Providing skills training for young people
3b. Literacy and numeracy (young adult
literacy programs) 1 1
3c. Vocational skills (active labor market
training programs for youth) 1 1

8. Comprehensive multiple-service approach 2 2
9. Other, including voluntary national service

programs 2 2
Total 18 9 1 28

Sources: Godfrey 2006; Ouedraogo 2005.

Note: 0 = Program had negative or zero impact in the labor market (even though outcomes may have been positive).
1 = Program had positive impact in the labor market.

2 = Program had strong positive impact in the labor market.

3 = Program’s positive impact exceeded its cost.

Unknown = Program not reviewed by this study.

impact in future employability is likely to depend on how the experience
transfers into skills needed by the economy. Among the entrepreneurship
projects, two stand out: the fund in support of income-earning activities
for women (FAARF), which significantly increased women’s access to
credit, and the second program to retain young people in their home
regions (BKF/98/006), which successfully linked them with the banking
and microfinance system. The ZANU project receives a good rating for its
combination of literacy, training, and finance, despite financial and organi-
zational constraints. The two multiple-service interventions seem to have
had a substantial impact on participants’ incomes.

Only a third of interventions are oriented toward the disadvantaged.
Five of the entrepreneurship projects target women, and one (REPAGE,
the project in support of poverty reduction among disadvantaged and
marginalized young people) targets the poor. The two comprehensive
multiple-service projects are oriented toward the poor, while the national
service program focuses on the less educated.

Only 29 percent of interventions are youth specific, and 57 percent
are countrywide or urban rather than limited to rural areas. This focus
may reflect the higher incidence of unemployment in urban areas.

All but one project in Burkina Faso was evaluated (table 6B.3).
Evaluations, however, measured only outcomes; impact (comparing
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Table 6B.3. Quality of Evaluations of Employment-Related Interventions in Burkina Faso

Intervention 0 1 2 3 Unknown Total

1. Making the labor market work
better for young people

1¢. Public works programs 6 6
2. Improving opportunities for young
entrepreneurs 1 15 16

3. Providing skills training for young people
3b. Literacy and numeracy (young

adult literacy programs) 1 1
3c. Vocational skills (active labor market
training programs for youth) 1 1
8. Comprehensive multiple-service
approach 2 2
9. Other, including voluntary national
service programs 2 2
Total 1 27 28

Sources: Godfrey 2006; Ouedraogo 2005.

Note: 0 = Program has no evaluation information on outcomes or impact.

1 = Evaluation includes basic information on gross outcomes of the intervention (number of participants, number
of young people who found jobs after the intervention, improvement in earnings of participants) without consid-
ering net effects (that is, comparing with control group).

2 = Evaluation includes estimate of net impact on, for example, employment and earnings in the labor market
(using control groups to measure impact) but no cost-benefit analysis.

3 = Evaluation includes net impact and cost-benefit analysis.

Unknown = Program not reviewed by this study.

outcomes of interventions with those of control groups) does not
appear to have been evaluated.

Annex 6C. Inventory of Selected Policies and Programs on Youth
Employment and Skills Development in Ethiopia

Government Involvement in Youth Employment Issues

Ethiopia does not have an employment policy as such. Various federal
policies and laws are relevant to youth employment, however
(Getachew and Kallaur 2005). These include the following:

¢ A National Youth Policy, officially launched in September 2004, which
has a broad objective to encourage the participation of youth (defined
as people 15-29) in the economic, social, and cultural life of the coun-
try and to support democratization and good governance, through
(among other measures) youth participation in policy formulation
and implementation, promotion of self-employment and wage
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employment, creation of conditions for young people in rural areas to
acquire land, reduction in disparities in educational participation by
location and gender, and provision of education to out-of-school youth.

e The 2003 Labor Law, which defines the conditions for apprenticeships
(for those 14 and older) and layoffs.

® An education policy, established in 1994, and an Education Sector
Development Program for 2005-10 that shift the post-grade-10 sys-
tem toward technical and vocational education and training, in the
hope of facilitating the school-to-work transition.

¢ A Micro- and Small Enterprises Development Strategy, formulated in
1997, which gives priority to enterprises operated by women, school
dropouts, people with disabilities, and unemployed youth.

Description of Policies and Programs

This inventory of policies and programs on youth in Ethiopia describes
13 interventions (table 6C.1). It is a selective rather than a comprehen-
sive inventory.

Making the Labor Market Work Better for Young People
Ethiopia has several employment exchange services, run by both public
and private operators. The main program is run by the regional Bureaus
of the Ministry of Labor and Social Affairs (BOLSAs). The number of
beneficiaries is small, with just 24,000 job seekers registered in 2001/02.
The program is not youth specific, but 84 percent of those registered
were 15-29, nearly two-thirds of them with at least senior-secondary
education. Forty-nine regional public employment services offices offer
similar services. Private employment exchange offices have also emerged
in Ethiopia, governed by the Private Employment Agencies Proclamation.

A variety of public works programs are in place, including the Productive
Safety Nets program. Although youth participate in public works programs,
the programs do not specifically target youth, and detailed data on benefi-
ciaries are not available.

Legal provisions in Ethiopia protect the rights of people with
HIV/AIDS. These provisions cover nondiscrimination in employment.

Improving Opportunities for Young Entrepreneurs

The main government programs to encourage entrepreneurship are run
by the federal Micro- and Small Enterprise Development Agency
through its regional offices (ReMSEDAs). The ReMSEDAs vary in size
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and type of programs offered. The Addis Ababa and Dire Dawa
ReMSEDAs provide a package of services, including access to work prem-
ises, credit, information, and counseling; advice on marketing, business
development, and technology; help obtaining licenses; and legal support.
The ReMSEDAs include unemployed youth and women among their
clients as well as existing business owners. The Addis Ababa ReMSEDA
targets unemployed youth and women (though not exclusively).

Microfinance institutions, which operate in all but three regions in
Ethiopia, assist young entrepreneurs by providing microcredit.
Comprehensive data on borrowers are not available, and youth are not
explicitly targeted for loans, making it difficult to assess the impact on
youth entrepreneurship. Microfinance institutions are believed to meet
only a small fraction of demand.

Providing Skills Training for Young People

A variety of schools provide skills training for young people. The
Ministry of Education’s formal technical and vocational education and
training (TVET) system offers an alternative to the academic programs
of traditional secondary schools. Including public as well as private
schools operating under the formal Ministry of Education guidelines,
there were 158 TVET schools in Ethiopia in 2004.

The Ministry of Agriculture runs a separate formal agricultural TVET
program. In addition to the formal TVET schools, the Ministry of Education
operates adult and nonformal education programs for all ages, focusing on
literacy and numeracy skills. Privately run nonformal education programs,
such as those by the German NGO IIZ/DVYV, are also available. Some
youth receive training by serving as apprentices in the private sector.

Other Interventions

Ethiopia’s 25 licensed microfinance institutions provide credit to indi-
viduals. Hundreds of civil society organizations work on youth-related
issues. Most of these organizations focus on HIV/AIDS and therefore
fall outside the scope of this report. However, some organizations, such
as the Addis Ababa Youth Association (and its counterparts in other
regions), organize a variety of programs for members, including skills
training programes.

The Ethiopian Labor Law stipulates that an Ethiopia national may be
employed abroad if the Ministry of Labor and Social Affairs “has
obtained adequate assurances that his [or her] right and dignity shall be
respected in the country of employment.” In accordance with this law,
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work permits are given to Ethiopians whose employment contracts are
submitted to the ministry. About 5,000 people were given permits to
work abroad in 2001/02, suggesting that only a small fraction of migrants
apply for work permits. Of those who went through the formal process,
most were relatively well-educated young women who were relocating
to Saudi Arabia and Lebanon to work as domestics.

How Well Have Interventions Performed?

In the absence of proper evaluations, it is almost impossible to assess the
quality of the interventions. However, two efforts stand out (table 6C.2).
The Hope Enterprise vocational training centers appear to have had an
impact exceeding their cost. The nonformal training courses run by the
German NGO IIZ/DVV using government community skills training
centers are based on extensive market analysis and needs assessment in
the local area and are likely to have had a strong positive impact. Two

Table 6C.2. Quality of Employment-Related Interventions in Ethiopia

Intervention 0 1 2 3 Unknown Total

1. Making the labor market work
better for young people
1a. Counseling, job search skills 1 1
1c. Public works programs
1d. Antidiscrimination legislation
. Improving opportunities for young
entrepreneurs 2 1 3
. Providing skills training for young people
3a. Apprenticeship systems
3b. Literacy and numeracy (young
adult literacy programs)
3c. Vocational skills (active labor market
training programs for youth) 1 1 1 1 1 5

No

w

5. Programs to counteract isolation of

disadvantaged young people

5b. Other 1 1 2
7. Programs for overseas employment

of young people 1 1
Total 2 3 1 1 5 12

Source: Godfrey 2006.

Note: 0 = Program had negative or zero impact in the labor market (even though outcomes may have been positive).
1 = Program had positive impact in the labor market.

2 = Program had strong positive impact in the labor market.

3 = Program’s positive impact exceeded its cost.

Unknown = Program not reviewed by this study.
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Table 6C.3. Quality of Evaluations of Employment-Related Programs in Ethiopia

Intervention 0 1 2 3 Unknown Total

1. Making the labor market work
better for young people 1 1
1a. Counseling, job search skills 1 2 5
1c. Public works programs
1d. Antidiscrimination legislation
2. Improving opportunities for
young entrepreneurs 1 1 2
3. Providing skills training for young people
3a. Apprenticeship systems
3b. Literacy and numeracy (young
adult literacy programs)
3c. Vocational skills (active labor market
training programs for youth) 1 3 4
5. Programs to counteract isolation
of disadvantaged young people

5b. Other 1 1
7. Programs for overseas employment

of young people 1 1
Total 6 4 3 13

Source: Godfrey 2006.

Note: 0 = Program has no evaluation information on outcomes or impact.

1 = Evaluation includes basic information on gross outcomes of the intervention (number of participants, number
of young people who found jobs after the intervention, improvement in earnings of participants) without consid-
ering net effects (that is, comparing with control group).

2 = Evaluation includes estimate of net impact on, for example, employment and earnings in the labor market
(using control groups to measure impact) but no cost-benefit analysis.

3 = Evaluation includes net impact and cost-benefit analysis.

Unknown = Program not reviewed by this study.

other training interventions, the Entoto Technical and Vocational
Education Training College and the Selam Technical and Vocational
Center, and the Addis Ababa and Dire Dawa ReMSEDAs also seem likely
to have had a positive impact.

The impact of the other seven interventions on young people’s job
opportunities is more difficult to assess. Public works programs are
believed to be highly beneficial from a safety net perspective, but impact
evaluations have not yet been conducted and the long-term effect on the
employability of participants is unclear.

Some programs target women, although data on actual beneficiaries
are scarce. The Addis Ababa ReMSEDA targets female entrepreneurs, and
some microfinance institutions target women. Scholarships, often spon-
sored by nongovernmental organizations (NGOs), help some of the poorest
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attend training programs, as does the fee structure of the formal TVET
system. Nonformal training courses (second-chance programs designed to
provide basic skills) target relatively poor and vulnerable groups.
Information with which to evaluate the effectiveness of programs for
Ethiopian youth is scarce and appears limited to information on outcomes
and beneficiaries (table 6C.3). The full evaluation of technical and
vocational education programs reportedly underway will be very welcome.

Annex 6D. Inventory of Selected Policies and Programs on Youth
Employment and Skills Development in Tanzania

Government Involvement in Youth Employment Issues

A number of recent policy documents in Tanzania address youth
employment (Shitundu 2005). The Vision 2025 document provides a
guide to addressing overall and youth employment challenges through
creative, innovative, and high-quality education and the establishment of
a culture of self-development and entrepreneurship, especially among
young people.

The National Strategy for Growth and Reduction of Poverty (November
2004) aims to halve the proportion of the population living below the
basic needs and food poverty lines and to reduce youth unemployment by
50 percent by 2010. The strategy includes the following:

¢ Implementing strategies that promote employment creation and self-
employment. Such strategies include investment tax incentives, espe-
cially to training institutions; microfinance; curriculum reform; and
skill development.

® Promoting community-based construction and maintenance of roads.

¢ Increasing public investment and promoting private sector investment
in key sectors of the economy.

* Strengthening institutional and individual capacity for the efficient
coordination of employment policy.

¢ Developing apprenticeship and entrepreneurship programs targeting
young people.

e Reforming and enforcing laws that increase opportunities for youth
employment in both the formal and informal sectors.

e Maintaining the policy of free primary school education to encourage
universal access to education for all children.

¢ Providing young people with life skills education, including education

about HIV/AIDS.
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Tanzania has also developed a National Youth Development Policy,
which addresses in a participatory way the range of problems faced by
young people, including employment.

Description of Policies and Programs

This inventory of policies and programs on youth in Tanzania describes
28 interventions (table 6D.1). It is a selective rather than a comprehen-
sive inventory.

Making the Labor Market Work Better for Young People

Tanzania provides information and counseling through the Labor
Exchange Center. It runs two public works programs, the Dar es Salaam
Solid Waste Management Project and the Municipal Service Delivery
Project, both innovative public-private partnership projects. Tanzania
does not appear to have used wage subsidies or antidiscrimination legis-
lation, which are sometimes used to help make labor markets work better
for women, ethnic minorities, and people with disabilities.

Improving Opportunities for Young Entrepreneurs

The second category of interventions is the largest in Tanzania, accounting
for more than half of the programs reviewed in table 6D.1. These pro-
grams include microfinance programs run by the government alone, such
as the National Youth Development Fund; programs run by NGOs, such
as FINCA Tanzania (the second-largest such program in Africa);
programs run by the government together with donors, such as the
National Income-Generating Program; and programs run by commercial
banks. Some programs in this category, such as the Tanzania Gatsby
Trust, are described as entrepreneurship programs; others, such as the
Youth Economic Groups program, are described as microenterprise
development programs.

Providing Skills Training for Young People

The third category of interventions includes the national apprenticeship
program and other programs run by the Vocational Education and Training
Authority (VETA), an information and communication technology-
based program based in Ilonga, and a second-chance Complementary
Basic Education in Tanzania (COBET) program aimed at out-of-school
children as old as 18. No specific literacy/numeracy programs were iden-
tified, although COBET includes literacy and numeracy components.
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Making Training Systems Work Better for Young People

The single program in this category is the formal sector skill develop-
ment levy/grant scheme. This scheme gives enterprises an incentive to
train their employees by reimbursing their costs from a levy fund.

Other Interventions

The Livelihood Skills Development Program is concerned mainly with
reducing risk-taking behavior, with particular emphasis on HIV/AIDS
and drug abuse, and promoting healthy lifestyles. No attempts appear to
have been made to make labor market regulations more hospitable to
young people (by lowering minimum wages for younger workers and
trainees, for example, or relaxing employment security regulations). The
program for overseas employment of young people is not a migrant
worker program along Asian lines but rather a set of small-scale youth
exchange programs. The comprehensive multiple-service approach is
part of an International Labour Organization project to promote gender
equality and decent work.

How Well Have Interventions Performed?

Based on the limited information available, the quality of the programs
appears to have been poor (table 6D.2). Only one intervention—the
FINCA microfinance program, which targets poor families—is believed
to have had an impact that exceeded its cost, and it is not clear how

Table 6D.2. Quality of Employment-Related Interventions in Tanzania

Intervention 0 1 2 3 Unknown Total

1. Making the labor market work
better for young people
1a. Counseling, job search skills 1 1

1c. Public works programs 2 2 4
2. Improving opportunities for
young entrepreneurs 1 7 2 1 4 15

3. Providing skills training for young people
3a. Apprenticeship systems 1 1
3c. Vocational skills (active labor market
training programs for youth) 1 1 2
3d. Second-chance and equivalency
programs 1 1

(continued)
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Table 6D.2. Quality of Employment-Related Interventions in Tanzania (continued)

Intervention 0 1 2 3 Unknown Total

4. Making training systems work better

for young people

4c. Financial incentives (subsidies,

vouchers) 1 1

5. Programs to counteract the isolation

of disadvantaged young people

5b. Others 1 1
7. Programs for overseas employment

of young people 1 1
8. Comprehensive multiple-service approach 1 1
Total 1 13 6 1 7 28
Source: Godfrey 2006.
Note: 0 = Program had negative or zero impact in the labor market (even though outcomes may have been positive).
1 = Program had positive impact in the labor market.
2 = Program had strong positive impact in the labor market.

3 = Program positive impact exceeded its cost.
Unknown = Program not reviewed by this study.

many young people benefited from the program. Six programs—two
entrepreneurship programs (PRIDE Tanzania and the Youth Economic
Groups); three skills training programs (apprenticeship, information and
communication technology training, and COBET); and the Livelihood
Skills Development Program—are judged to have had a strong positive
impact. Thirteen programs are likely to have had a positive impact that did
not exceed their costs, while one credit program (the Local Government
Youth and Women Development Funds) seems likely to have had no
impact. The impact of the unevaluated levy/grant scheme is not known,
but the scheme is unpopular with enterprises.

Less than 30 percent of the programs reviewed (mainly credit and
training programs) specifically target young people, and only one program
(a public works programs) targets rural areas, where the vast majority of
Tanzania’s young people live. A relatively small proportion of interven-
tions are oriented toward the disadvantaged: seven programs (mainly
credit and public works) target women, three target the poorest youth,
and one targets the least educated youth. No programs appear to be
available for young people with disabilities.

Evaluation of the programs has been weak or nonexistent (table 6D.3).
No evaluation information is available on 5 interventions, the situation
for 3 is unknown, and the remaining 20 report only on outcomes rather
than impact.
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Table 6D.3. Quality of Evaluations of Employment-Related Programs in Tanzania

Intervention 0 1 2 3 Unknown Total

1. Making the labor market work better
for young people

1a. Counseling, job search skills 1 1
1c. Public works programs 2 2 4
2. Improving opportunities for young
entrepreneurs 1 1 3 15
3. Providing skills training for young people
3a. Apprenticeship systems 1 1
3c. Vocational skills (active labor
market training programs for youth) 1 1 2
3d. Second-chance and equivalency
programs 1 1

4. Making training systems work better
for young people

4c. Financial incentives (subsidies,
vouchers) 1 1
. Programs to counteract the isolation
of disadvantaged young people

wui

5b. Other 1 1
7. Programs for overseas employment

of young people 1 1
8. Comprehensive multiple-service approach 1 1
Total 5 20 3 28

Source: Godfrey 2006.

Note: 0 = Program has no evaluation information on outcomes or impact.

1 = Evaluation includes basic information on gross outcomes of the intervention (number of participants, number
of young people who found jobs after the intervention, improvement in earnings of participants) without consid-
ering net effects (that is, comparing with control group).

2 = Evaluation includes estimate of net impact on, for example, employment and earnings in the labor market
(using control groups to measure impact) but no cost-benefit analysis.

3 = Evaluation includes net impact and cost-benefit analysis.

Unknown = Program not reviewed by this study.

Annex 6E. Inventory of Selected Policies and Programs on Youth
Employment and Skills Development in Uganda

The review for Uganda did not include a detailed inventory of interven-
tions; analysis comparable to that in annexes 6B-D was thus not possible.
Instead, this annex presents the results of a review of policies and programs
affecting youth in Uganda.

Uganda has a wide range of plans, policies, and programs that affect
youth employment. These include the following:

e Vision 2025, which provides a long-term perspective and aims to create
a “highly trained, competent and knowledgeable labor force that is
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motivated, responsible, efficient, enterprising, innovative, and indus-
trious” and that can find “secure and well-remunerated employment.”
A Poverty Eradication Action Plan (PEAP), most recently revised in
2004, which deals with employment issues in some of its pillars—
production, competitiveness, and incomes (especially improving the
functioning of the labor market and the productivity of workers) and
human development (especially education and skill development).
A National Adult Literacy Strategic Investment Plan, 2002/3-2006/7,
part of Uganda’s Poverty Eradication Action Plan, which aims to increase
literacy levels by 50 percent over the plan period.

The promotion of youth participation in decision making, through the
establishment of a National Youth Council (which has developed a
strategic investment plan for 2004-07) and youth representation in
local councils and parliament.

A 1992 White Paper on Education, which remains the guiding docu-
ment for the sector. This document has found practical expression in
an Education Sector Strategic Plan, 2004-15, which emphasizes post-
primary vocational training institutions and community polytechnics,
and a 2003 Policy for Business, Technical, Vocational Education and
Training (BTVET).

An Orphans and Vulnerable Children Policy, 2005, which shifts the
focus from helping individual orphans to helping the households in
which they live, by providing microfinance to grow economically
viable crops and other interventions.

A Plan for Modernization of Agriculture, 2000-20, which aims to
increase agricultural productivity and shift farmers from producing
primarily for subsistence to producing for the market to the benefit of
off-farm employment.

A Social Development Sector Strategic Investment Plan, 2003-08, in
which youth is one of the groups of special concern. The plan includes
the promotion of employment and productivity.

Only four interventions have been analyzed in any detail (Okech

2005). They include the following:

The Youth Entrepreneurs Scheme, which improves opportunities for
young entrepreneurs.

The Promotion of Children and Youth program, which also improves
opportunities for young entrepreneurs.
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e The Program for the Promotion of Employment-Oriented Vocational
and Technical Training (PEVOT), which provides vocational skill
training to young people.

¢ Basic Education in Urban Poverty Areas (BEUPA), which provides
young people with second chances.

The Youth Entrepreneurs Scheme has imparted business skills to more
than 4,000 young people, provided credit to 1,812 people between the
ages of 18 and 34, and increased the capacity of intermediary institutions.
The review of the program comments favorably on its achievements and
impact but notes that it disbursed only 35 percent of the funds available
to it. Moreover, the program focuses on elite school-leavers (those with
upper-secondary school certificates or higher qualifications).

The Promotion of Children and Youth program, funded by GTZ, pro-
motes cooperative ventures and small businesses involving young people
and builds the capacity of local government in this field. The review of
the program is favorable, but no evaluation evidence is cited.

The PEVOT, also supported by GTZ, is helping develop and implement
reforms of vocational education and training, including a qualifications
framework; improvements in financing (training levies paid by enterprises
are envisaged); and short courses for the disadvantaged. This work is still
in progress, with few measurable achievements to date.

The BEUPA project provides a three-year course, equivalent to primary
school, and prevocational skills training for urban dropouts 9-18. It also
organizes apprenticeships for participants. There is no information on its
outcomes or impact.

In addition to these interventions, ongoing activities of the Ministry
of Gender, Labor, and Social Development include registration and place-
ment of job seekers, a review of obsolete labor laws, and development
of a policy framework to ensure the safety and dignity of Ugandans
working abroad.

The background to these interventions is a steady increase in the pro-
portion of young people who have completed primary education (and a
closing of the gender gap) since 1992. As a result of the government’s
universal primary education policy, Uganda now has one of the highest
average levels of education in Sub-Saharan Africa.
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As the international development community centers its attention on the
Millennium Development Goals, improving outcomes for children and
youth—the groups most directly related to achieving these goals—is a
growing priority. Young people are especially vulnerable to exclusion
from economic and societal resources, jeopardizing their future prospects
and overall national progress toward realizing the goals.

Youth unemployment and underemployment are growing concerns
worldwide. According to International Labour Organization (ILO) esti-
mates (2006), youth made up 44 percent of the world’s unemployed in
2005, 85 million people in absolute terms. Young workers everywhere
have much higher rates of joblessness and much lower earnings than older
workers. Young people are also concentrated in low-skill informal work or
in hazardous forms of work that are ill-suited to their age and experience.
Employment outcomes are typically the worst for former child laborers
and others who leave school early, groups with the least opportunity to
accumulate the human capital needed for gainful employment.

The challenge of youth employment in Africa is especially large. In Sub-
Saharan Africa, young people ages 15-24 account for 37 percent of the
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working age population. As a result of population pressure, the number
of young people in Sub-Saharan Africa in the labor force is expected to
increase by about 24 million people between 2005 and 2015 (ILO 2006).
Failure to address youth employment issues will have serious conse-
quences for the economy and society. Without opportunities for young
people to earn a living, intergenerational cycles of poverty will persist,
further affecting societies already made vulnerable by HIV/AIDS, food
insecurity, and violence.

While youth issues are the subject of growing attention, data for indi-
cators relating specifically to youth employment remain scarce in most
developing countries. The empirical basis for formulating policies and
programs promoting youth employment and successful transitions from
school to work is therefore limited.

This chapter is aimed at beginning to fill this gap by generating and
analyzing a set of youth education and employment indicators based on
World Bank Priority survey data for 13 countries in Sub-Saharan Africa.!
Particular emphasis is placed on measuring the initial transition from
school to work for different groups of young people and on identifying
the factors affecting this transition.

Aggregate Trends

Countries in Sub-Saharan Africa are overwhelmingly poor. Of a total pop-
ulation of 650 million, 500 million are estimated to live on less than $2 a
day, and 300 million live below the poverty line of $1 a day. Over the last
two decades, gross national product per capita and private consumption
have declined. In the past few years, signs of a turnaround have begun to
show, but with large variations. Burkina Faso, Tanzania, and Uganda have
experienced high per capita growth rates for more than five years. Growth
in Kenya, Nigeria, and Zambia has been stagnant. And Burundi and Liberia
are stuck in a poverty trap and a spiral of conflict and destruction
(Betcherman and others 2005).

A small group of middle-income countries in Sub-Saharan Africa has
started a demographic transition to lower fertility, but the region as a whole
still has some of the highest population growth rates in the world. The
population in Sub-Saharan Africa is expected to reach 854 million by
2010, an increase of 200 million from a decade earlier (Fluitman 2001).
According to the ILO (2006), the labor force in the region, estimated to
be 300 million in 2001, is expected to reach 400 million by 2011, adding
an average of 10 million job seekers a year.
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Labor Market Implications of Demographic Pressure

Traditional labor market concepts such as jobs, employment, unemploy-
ment, participation, wages, and earnings are difficult to apply to Africa,
where most of the labor force works in family businesses (as owners or
unpaid family workers); half work in agriculture, mostly at subsistence
levels; and two-thirds live in rural areas.

The estimated labor force participation rate for youth (defined here
as those ages 15-24) in Sub-Saharan Africa was above 60 percent in the
last two decades, among the highest worldwide and second only to the
East Asia region. These estimates would be even larger if the labor force
definition included household chores undertaken by a significant pro-
portion of women in the region. Each year 500,000 new entrants come
into the labor market in Kenya, and 700,000 in Tanzania. These large
cohorts will continue to add pressure to the labor market in the region.

Sub-Saharan Africa supplies the highest proportion of child labor in
the world. The ILO (2003) estimates that about 38 million children
between the ages of 5 and 14 are working. Put differently, about a quarter
of children ages 5-14 in Sub-Saharan Africa are working, compared with
18.7 percent in Asia and 17 percent in Latin America. A high proportion
of African children leave school early to work. Among children ages
10-14, 31 percent are estimated to be working. In some countries these
numbers reach even higher proportions, such as 50 percent in Burundi.
In West Africa the need for children to work has led to child migration. In
Benin, for example, 8 percent of children ages 6-16 are reported to have
left their parental households to work.

Older cohorts ages 15-24 have also seen their labor market outcomes
deteriorate over the last two decades. The unemployment rate increased
by almost a third between 1993 and 2003, reaching 21 percent. The ILO
(2004) estimates that in 2003 more than 18 million youth in Sub-Saharan
Africa were unemployed.

The estimated youth unemployment rate in Sub-Saharan Africa is
among the highest in the world; only the Middle East and North Africa
region has a higher youth unemployment rate (figure 7.1). The youth
unemployment rate in Sub-Saharan Africa is 3.5 times higher than the
adult unemployment rate, reflecting the relative disadvantage of this
cohort in the job market in Africa.

The regional aggregation hides important country variation in the
youth unemployment rate. A close look at a sample of selected countries
in Sub-Saharan Africa shows that the unemployment rate could exceed
30 percent in countries with high urban unemployment (Mozambique
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Figure 7.1. Regional Unemployment Rates, 2003
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and Kenya). At the same time, countries with a large rural sector have
relatively low youth unemployment (Burkina Faso and Uganda).

Links with Education

The labor force in Sub-Saharan Africa is poorly educated relative to
the rest of the world. Since the 1960s, many African countries have
undertaken major education expansion, but the economic stagnation
in the 1970s and the decline that followed in the 1990s slowed this
expansion. Education levels in Sub-Saharan Africa were comparable
to those of South Asia and the Middle East and North Africa in the
1960s (figure 7.2). But by the end of the 20th century, due to slow
expansion, Sub-Saharan Africa lagged behind all other regions in years
of schooling.

Other indicators of the quality of human capital are alarming. Despite
an improvement in the late 1990s, primary enrollment rates in Sub-
Saharan Africa in 1995 fell below those in 1980. Female enrollment is
very low, less than 50 percent of the total at the primary and secondary
levels and just 35 percent at higher education levels. This slow progress
is also reflected in a persistent high illiteracy rate at about 18 percent for
young men and 27 percent for young women, second only to the South
Asia region. Mixed outcomes are expected in the coming decades. By
providing low-cost universal education, Kenya, Tanzania, and Uganda
expect to lower the illiteracy rate in the labor force to less than 10 percent
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Figure 7.2. Average Years of Schooling, by Region and Year
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by 2015. Cote d'Ivoire and Ethiopia are still projecting about 30 percent
illiteracy for their female labor forces in 2015.

Freeman and Lindauer (1999) argue that the low stock of human capital
in Sub-Saharan Africa seems a natural cause for the lack of economic
progress. A great deal of microeconomic and macroeconomic evidence has
been accumulated linking education, productivity, and growth. A better
understanding of the relationship between education and labor market
outcomes for youth could shed light on the validity of this hypothesis.

There are two broad groups of young people in the labor market:
those with relatively high educational attainment who are transitioning
from school to work and those with little or no education who transition
very early into the labor market, such as child laborers (figure 7.3). The
second group predominates in all countries except Kenya, Sio Tomé and
Principe, and Zambia, underscoring the generally low level of human
capital accumulation among Sub-Saharan African youth.

Returns to Education

Returns to education, based on microevidence by Psacharaopolous
(1994), have been regarded as higher than in other regions. The highest
returns were estimated to be for primary school education. But Bennell
(1996) and Glewwe (1991) argue that Psacharopolous’ conclusion relies
heavily on dated studies and unreliable data—and that more careful
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Figure 7.3. Educational Attainment of Nonstudent Youth, Sub-Saharan Africa
Region
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Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets.

Note: Some countries do not reach 100 percent because of missing data (Burkina Faso 97.5 percent, Ethiopia
99.6 percent, The Gambia 99.1 percent, Kenya 98.2 percent, Madagascar 99.5 percent, Malawi 89.2 percent,
Mozambique 99.8 percent, Uganda 99.5 percent).

Mincer-type estimation of returns to education reveals modest effects.
These results are more consistent with the observed stagnation or decline
in school enrollment in several Sub-Saharan African countries.

According to Collier and Gunning (1999), no statistical finding supports
an effect from education on farm productivity in Sub-Saharan Africa.
Glewwe (1991) also estimates increasing returns to secondary and post-
secondary education. While these convexities in the earning profile
could reflect the scarcity of skilled labor, exacerbated by the brain drain
from international migration, it could also reflect the strong selectivity
bias and the lack of control for school quality.

An alternative view of the role of education is the link between educa-
tion and unemployment. Considerable evidence worldwide indicates that
higher educational attainment leads to better employment outcomes, such
as higher wages and lower unemployment. For youth, however, this
relationship is not always evident. In some countries in Sub-Saharan
Africa, higher educational attainment has not led to a decrease in the
unemployment rate for youth (figure 7.4). Youth with secondary and
tertiary education in Burundi, Cameroon, Céte d’Ivoire, Kenya, and
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Figure 7.4. Unemployment Rate for Youth by Educational Attainment
in Sub-Saharan African Countries
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Madagascar have higher rates of unemployment than youth with lower
educational attainment.

Young People’s Time Use

The time use profiles of young people in the Sub-Saharan Africa region
appear to depend considerably on their country of residence (table 7.1).2
Involvement in employment varies from three-fourths of young people
in Burkina Faso to just one-fifth in Ethiopia, Malawi, and Mozambique.
Unemployment is almost nonexistent among 15-24 year-olds in Burundi
and Malawi (1 percent of this age group), but affects 10 percent or more
of young people in Cameroon, Cdte d’Ivoire, Kenya, Mozambique, Sio
Tomé and Principe, and Zambia.? Levels of joblessness (the sum of the
unemployed and inactive), arguably a better measure of youth employ-
ment disadvantage, are much higher than unemployment figures, owing
to the significant proportion of young people who are inactive (absent
from both the labor force and education).* Joblessness exceeds one-fifth
in 9 of the 13 countries (Cameroon, Ethiopia, The Gambia, Kenya,
Malawi, Mozambique, Sio Tomé and Principe, and Zambia). Only in two
(Burundi and Uganda) are less than 10 percent of young people jobless.

Educational enrollment of youth varies widely but does not exceed
50 percent in any of the 13 countries. There is a negative correlation
between school attendance and work across the countries considered,
but this correlation is generally not strong. Education and employment
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Table 7.1. Time Use Patterns for Youth Ages 15-24, by Country

Distribution of youth by activity status

(percentage)
(1) 3)
Onlyin 2) Onlyin @ (5) Jobless
Country education Combining® employment Unemployed Inactive®  (4) + (5)
Burkina Faso 11.04 0.95 77.84 422 594 10.16
Burundi 2548 — 7032 076 343 419
Cameroon 3224 227 4299 1262 987 2249
Cote d'lvoire 2546 — 47.36 9.57 17.60 2717
Ethiopia 17.84 — 19.72 397 5847 6244
Gambia, The 2843 1.08 37.25 1.50 31.74 33.24
Kenya 4197 — 20.79 1047 26.77 37.24
Madagascar 23.28 2.30 6241 8.94 3.07 12.01
Malawi 42.29 0.38 2138 142 34.53 3595
Mozambique 18.28 0.61 21.58 14.75 44.78 59.53
Sdo Tomé and
Principe 2331 1.55 31.27 11.29 3258 43.87
Uganda 34.04 9.66 48.23 0.73 7.35 8.08
Zambia 29.52 0.62 3862 1140 19.84 31.24

Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets.

Note: — = unavailable data, because the survey instrument structure does not permit identifying the category
‘combining!’

a. Combining refers to youth who both work and attend school.

b. Inactive youth are youth who neither attend school nor work nor are unemployed.

do not appear complementary because only a relatively small number of
individuals combine school and work. This fact is surprising and may
merely reflect the data available.

These aggregates mask large variations in young people’s time use by
sex, residence, and age (tables 7.2-7.4). Young people in rural areas use
their time very differently from their counterparts in urban areas in all
13 countries. Compared with rural youth, urban young people benefit
from greater educational opportunities, staying in school longer, and join-
ing the labor force at a later age. For the 15-24 age group, educational
involvement is much higher for urban youth (except in Kenya), and
employment involvement is much lower (except in Ethiopia, Kenya,
Mozambique). Consistent with a Harris-Todaro model, unemployment
is more common among urban youth (except in Sio Tomé and Principe),
presumably because of the wage differentials between the urban and
rural sectors. In Burkina Faso, Burundi, Ethiopia, The Gambia, Malawi,
and Uganda, rural youth unemployment is 2 percent or less. There is no
clear pattern in inactivity by residence; rates of inactivity are higher
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among urban young people in eight of the countries, while in the five
others the opposite holds true.’

Gender also appears to be an important factor in young people’s
time use patterns (table 7.2). In all 13 countries, males are more likely
than females to continue their education longer. Differences by sex in
educational involvement are often stark: male educational enrollment
is double female enrollment in Mozambique and almost double
female enrollment in Céte d’Ivoire, Ethiopia, and The Gambia. Only
in two countries, Madagascar and Sao Tomé and Principe, does female
educational participation approach male participation. In most of these
countries females, by contrast, are significantly over-represented among
inactive young people, a category that includes household chores and
other forms of noneconomic work typically assigned to females.® Male
employment exceeds female employment except in Burundi, The Gambia,
and Zambia, though the differences are not always large. There is no
clear pattern by sex in unemployment. In sum, large differences favor-
ing males in education are balanced by large differences “favoring”
females in inactivity, while differences by sex in labor force involvement
are generally smaller. No systematic pattern across countries seems to
emerge from the data.

Most obviously, time use differs with age, because the 15-24 age
range is a period of transition from adolescence to adulthood and from
education to working life. Comparing teenagers and young adults, there
are large differences in involvement in education, with relatively few
people continuing education beyond their teens into young adulthood.”
Young adults are more represented in the labor force (both employed
and unemployed), and a larger number of them are considered inactive.®
The differences by age are most pronounced in countries where initial
education enrollment is relatively high (such as Kenya and Malawi).
They are least pronounced in countries (such as Burkina Faso and
Ethiopia) where initial school enrollment is very low and the transition
to work begins at an early age.

While almost all young people leave school in the 15-24 age range, a
large proportion of them have not yet settled into employment (figure 7.5).

Status of Young People in the Labor Market

Youth Unemployment
Youth unemployment is the most important and common measure of
youth labor market status. The effects of prolonged unemployment early
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Figure 7.5. Changes in the Time Use Patterns of Young People by Age and Country
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Figure 7.5. (continued)
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Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets.

in a person’s working life are well-documented: it may permanently
impair productive potential and therefore employment opportunities,
and it can lead to serious social adjustment difficulties. Early experiences
in the labor market can significantly influence lifetime patterns of employ-
ment. In Sub-Saharan Africa, whether a young person has a job can often
determine which side of the poverty threshold a household falls on.
Youth unemployment is included as an indicator for monitoring the
Millennium Development Goal to “develop and implement strategies for
decent and productive work for youth.”



School-to-Work Transitions: Regional Overview 123

Youth unemployment estimates need to be interpreted with caution,
however, particularly in the absence of information on unemployment
dynamics. Low outflows from unemployment and long durations of unem-
ployment are likely to indicate employment problems, but high outflows
and short durations may merely reflect active search on the part of
youth for their preferred work. The negative effects of unemployment
are therefore largely associated with prolonged spells of unemployment
rather than the incidence of unemployment alone. In Sub-Saharan Africa,
evidence suggests that many young people face prolonged spells of
unemployment or joblessness in transitioning from school to work.

Note that the youth unemployment rate does not provide a full
description of youth difficulties in the labor market. In fact, in countries
with widespread poverty, the unemployment rate can be misleading,
because most youth cannot afford to remain unemployed and their dif-
ficulties in the labor market might be reflected better by the quality of
employment or another measure of underemployment.

There is large variation across the 13 countries in the unemployment
ratio (table 7.5): more than one in ten young people are unemployed in
five countries (Cameroon, Kenya, Mozambique, Sao Tomé and Principe,
and Zambia), but in four others (Burundi, The Gambia, Malawi, and
Uganda) less than 2 percent of young people ages 15-24 are unemployed.
The picture changes somewhat when unemployment as a proportion of
the work force (unemployment rate) is examined.

Unemployment as a proportion of population is generally higher for
young adults than for teenagers, not surprising considering that teenagers
are more likely to still be in school and not in the labor force. Once
teenagers are in the work force, however, they often face greater difficul-
ties in finding employment than young adults. So, the unemployment
ratio of young adults is greater than for teenagers in all but Sao Tomé and
Principe and the unemployment rate of young adults is less than that of
teenagers in all but Burkina Faso, Burundi, Malawi, and Uganda.

Differences in the unemployment ratio by sex are noteworthy in Céte
d’Ivoire, Madagascar, Mozambique, Sao Tomé and Principe, and Zambia but
there is no systematic pattern in labor market advantage. Females are more
likely to be affected by unemployment in Cote d’Ivoire, Madagascar, and
Mozambique and males are more likely to be affected in Sio Tomé and
Principe and Zambia (figure 7.6).

Urban youth are much more likely to be unemployed than their rural
counterparts in all but Cote d’Ivoire and Sao Tomé and Principe, under-
scoring the fact that youth unemployment is overwhelmingly an urban
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Figure 7.6. Unemployment Ratios for Young People Ages 15-24, by Sex, Residence,
School Attendance, and Country
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phenomenon in the Sub-Saharan Africa region (figure 7.6). The differ-
ence in youth unemployment by residence is generally very large: the
unemployment ratio for urban young people is at least triple that for rural
young people in Burkina Faso, Burundi, Ethiopia, Mozambique, Uganda,
and Zambia and at least twice that of rural young people in Kenya and
Madagascar. These data highlight the different nature of the rural and
urban labor markets for young people, particularly the important role
that the agriculture sector plays in absorbing young rural workers. Not
surprisingly, differences by residence are largest in the countries where
agriculture is the most important.

Unemployment does not appear to be strongly correlated with whether
a young person has had some exposure to schooling. Indeed, a larger pro-
portion of youth with at least some schooling than youth with no school-
ing are unemployed in 9 of the 12 countries (data are unavailable for
Madagascar; see figure 7.6), even though a smaller proportion of school
entrants than nonentrants are in the labor force.

These measures of unemployment understate the extent of the youth
unemployment problem, for three reasons:

e First, and most important, these measures fail to capture discouraged
workers who have given up seeking work or who have never entered the
labor market because of meager job prospects. Discouraged workers
account for part of the young people found in the inactive category.

¢ Second, and particularly relevant in Sub-Saharan Africa, these measures
fail to capture the group that is simply too poor to be unemployed
and therefore must take up work regardless of its quality or level of
remuneration.

e Third, these youth unemployment indicators do not reflect underem-
ployment. According to the definition of employment used to generate
estimates of employment, anyone undertaking economic activity for an
hour or more during the reference week is considered employed, even if
he or she is actively looking for additional work. It is likely, particularly
in Sub-Saharan Africa, that many young people are technically catego-
rized as employed but are putting in fewer hours than they desire.

Youth Inactivity

A very large proportion of the youth population is also inactive, neither
in education nor in the labor force, in several Sub-Saharan Africa countries
(table 7.1). This group is also likely to be at risk of encountering difficulties
in finding and sustaining stable employment. At least one-fifth of young
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people are inactive in 7 of the 13 countries; inactivity is highest in
Ethiopia, at 59 percent of the 15-24 age group, and in Mozambique, at
45 percent. Inactivity appears to have an important gender dimension:
female youth are more likely to be inactive than their male counterparts
in all 13 countries.

To what extent do inactive youth represent discouraged workers
rather than people involved in noneconomic work or nonwork activities?
The data do not draw a clear line between the two possibilities. Most
inactive young people indicate spending time on noneconomic work
(fetching water, fetching wood, cooking, child care, housekeeping), but
this is also the case for young people in the labor force and therefore
does not necessarily reflect a choice of domestic work over labor market
involvement. Inactivity among young people has important economic
and social consequences and requires in-depth analysis.

Youth Employment Characteristics

Obtaining employment does not necessarily imply successful entry into
the labor market. The most vulnerable population segments simply can-
not afford to be unemployed and must accept work even if difficult,
hazardous, socially unacceptable, or poorly paid. Therefore, indicators
reflecting the conditions of employment are also critical for assessing the
labor market status of young people. Specific work quality indicators,
including work intensity, job tenure, contractual and benefits coverage,
workplace safety conditions, and so on are unfortunately beyond the
scope of the data for the 13 countries. Data from the selected countries
do, however, allow for the construction of an indicator of the general
modality of work performed.

Workers fall into four main groups: wage employment, informal sec-
tor employment, self-employment,'? and employer. The first three are of
relevance for the 15-24 age group in Sub-Saharan Africa. The distribu-
tion of youth workers across these groups again depends to a large extent
on their country of residence (table 7.6). Informal work accounts for the
overwhelming majority of youth workers in Burkina Faso and Burundi,
and it predominates in Madagascar. In rural Cameroon, Malawi, and
Mozambique, self-employment is most important. In rural Ethiopia and
Sdo Tomé and Principe, wage employment is preponderate. Both infor-
mal and self-employment are important in rural areas in The Gambia
and Kenya. With some exceptions, wage work is more important in
urban areas, and informal (primarily agricultural) work is more impor-
tant in rural areas.
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Table 7.6. Employment Characteristics for the 15-24 Year-Old Age Group, by Country

Rural Urban

Country Wage Informal  Self ~ Other Wage Informal  Self  Other
Burkina Faso 04 94.8 48 0.0 279 57.0 144 0.7
Burundi 18 833 14.8 0.1 313 196 433 58
Cameroon 6.3 18.1 68.8 6.8 153 569 220 59
Cote d'lvoire — — — — — — — —
Ethiopia 556 24.8 16.2 34 16.2 382 233 223
Gambia, The 1.2 53.1 450 0.8 42.3 20.7 34.7 24
Kenya 164 40.0 436 0.0 21.1 533 254 02
Madagascar 59 69.7 235 1.0 193 587 182 3.8
Malawi 15.0 7.1 74.5 33 63.8 6.8 19.8 95
Mozambique 1.8 — 86.7 1.5 40.2 — 535 6.3
Sdo Tomé and

Principe 595 343 — 6.2 66.3 243 — 9.5
Uganda — — — — — — — —
Zambia 3.1 604 36.1 04 409 96 46.1 35

Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard
Indicators datasets.
Note: — = unavailable data, because of survey instrument structure.

What do these breakdowns say about employment quality? The gener-
ally low level of wage employment, even in urban areas, is significant,
given that wage employment is typically the most sought-after form of
work among young people and is most likely to offer a measure of
stability and some benefits coverage. The high level of informal employ-
ment in most countries is also a quality concern. Informal work in rural
settings is mainly associated with agriculture—and is typically low paid
and seasonal. In urban settings, informal work frequently means insecure,
nonfamily work in settings where labor and safety regulations do not
apply, leaving workers susceptible to work place exploitation. In both
urban and rural settings, work in the informal economy is generally a
poor alternative to formal sector employment. A high rate of involve-
ment in self-employment (for example, in Cameroon, Malawi, and
Mozambique) can also be a sign of labor market entry difficulties.
Evidence from South Africa, for instance, suggests that most young people
are motivated to start their own businesses because of limited opportu-
nities in the rest of the labor market.

Youth Labor Market Disadvantage

Comparing youth and adult unemployment rates provides some indication
of the extent to which young workers are disadvantaged in relation to
their adult counterparts in securing jobs. The youth unemployment rate
exceeds the adult rate in all countries except Burundi and The Gambia



School-to-Work Transitions: Regional Overview 129

(figure 7.7). Young workers appear particularly disadvantaged in Cameroon
and S3o Tomé and Principe, where the youth unemployment rate is more
than five times that of adults. Youth unemployment does not appear to
be correlated with adult unemployment, suggesting that factors unique to
the youth labor market are important in driving it.

Sub-Saharan Africa countries show a higher (sometimes much higher)
ratio of youth to adult unemployment than do Organisation for Economic
Co-operation and Development (OECD) countries (The Gambia and
Burundi excepted; figure 7.8). Also striking in the comparison with OECD
countries is the large variation among African countries. The reasons for
this variation are not immediately apparent and merit more detailed
investigation, with regard to both data and determinants.

Differences between youth and adult work characteristics also provide
an indication of youth labor market disadvantages. The work performed
by young people appears to differ dramatically from that performed by
adults (table 7.7). Young people are much less likely to be involved in wage
work (Mozambique and Sao Tomé and Principe excepted) and much more
likely to be performing informal work (S3o Tomé and Principe excepted).
This suggests that adult wage workers in general enjoy a greater degree of

Figure 7.7. Youth versus Adult Unemployment

45
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Kenya
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20 + Cameroon Céte d'lvoire
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Madagédscar
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Malavyi
54 .
Burkirfa Fasg ' The Gambia
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0 T T T T T 1
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adult unemployment rate (percent)

Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard

Indicators datasets.

Note: The diagonal line indicates that a country’s adult and youth unemployment rates are similar. If the country is
above the line, it indicates youth disadvantage, meaning higher youth unemployment rate compared to adults.
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Table 7.7. Youth versus Adult Employment Characteristics by Country

Modality
Wage Informal Self Other

Country Youth  Adult Youth  Adult Youth  Adult Youth  Adult
Burkina Faso 3.24 755 9085 59.29 5.82 3249 0.09 0.68
Burundi 1.66 578 8526 39.51 1284 5422 0.24 049
Cameroon 8.18 1643 2612 14.5 65.7 69.07 — —
Cote d'lvoire — — — — — — — —
Ethiopia 4669 7568 2781 16.95 17.84 3.75 767 363
Gambia, The 10.07 1922 4607 13.83 4273 65.82 113 1.12
Kenya 17.94 3083 4441 19.74 3759 48.64 0.07 0.79
Madagascar 7.78 1593  68.08 3112 2278 5063 1.36 2.32
Malawi 18.82 26.68 7.2 511 70.28 64.89 377 333
Mozambique 1513 16.61 — — 5345 69.56 1.19 047
Séo Tomé and

Principe 63.21 5779 288 4153 — — 799 0.68
Uganda 3.24 755 9085 59.29 5.82 3249 0.09 0.68
Zambia 954 2385 5176 1685  37.79 583 091 1

Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard
Indicators datasets.

Note: — = unavailable data, because of survey instrument structure. Youth is 15-24 age group; adult is 25-50
age group.

job security and social protection and are less exposed to the instability
and various risks associated with informal sector work. The fact that
younger workers appear to be scarce among the self-employed suggests
that they even find it difficult to start their own businesses, perhaps
because of lack of capital.

The analysis in this section clearly indicates that young people, particu-
larly urban young people, face a difficult labor market. Their unemploy-
ment and jobless rates are much higher than those of adults and of youth
in more developed countries. They rely on informal work lacking basic job
protections and benefits much more than do their adult counterparts. The
disadvantaged position of youth in the labor market may be associated
with, or even a result of a difficult or inefficient transition from school to
the labor market. The next section looks at this issue by constructing an
indicator of the duration of the school-to-work transition, a first and neces-
sary step to understanding the process by which young people transition to
working life.

The Transition from School to Work

The transition from school to work is by no means a linear, well-defined
process with a distinct end point. Individuals alternate between periods of
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employment and unemployment, change jobs, or even choose to remain
out of work.

Young individuals might take up temporary jobs, work in the household
farm or enterprise, or devote themselves to household chores for lack of
better work opportunities or of the prospect of potential returns. These
transition problems are particularly relevant in developing countries where
women'’s labor force participation (at least in the market) is low; and, most
important, underemployment, self-employment, home production, and
casual employment are widespread. The process is made even more com-
plex by the fact that the time of school leaving is endogenous and most
likely influenced by expectations about the transition to work. A better
understanding of this transition period would require integrating the
analysis of optimal school-leaving age with the analysis of employment
search and labor force participation.

Assessment of the Transition to Working Life

The transition to work in Sub-Saharan Africa can take two routes: through
the schooling system, or from inactivity (or informal schooling!!) to the
labor force. This section examines both routes to identify vulnerable
groups and targets for policies. It uses the synthetic indicator developed in
annex 1 to provide an overview of the routes young people in Sub-Saharan
Africa take from education to the labor force. For the group entering
directly into the labor force, the average age of entry into the labor market
is examined. A nonnegligible number of children drop out of school very
early. While they are formally included in the youth transiting through
school, their condition and the problems they face are likely to be closer
to those of the children that never attended school.

School-to-Work Transitions

The timing and length of the transition depends to a considerable extent on
the specific country of residence (table 7.8). The average school-leaving age
varies from 15.9 years (Sdo Tomé and Principe) to 19 years (Cameroon),
and the average age at first job from 18.4 years (Cote d'Ivoire) to 24.4 years
(Malawi). The total transition duration is just one year in Cote d’Ivoire,
compared with almost seven years in Mozambique. The “vulnerability” of
young people to unsuccessful transition, as reflected in beginning age and
transition duration, varies greatly by country. The synthetic indicator can
help to identify the age range upon which policy attention should be
focused in each country.
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Looking first at the starting point of the transition, average school-
leaving ages appear relatively high (table 7.8 and figure 7.9)'?; however,
two caveats apply to this conclusion. First, not all young people attend
school, so this conclusion applies only to those who start school. Second,
the same leaving age is likely to be associated with lower human capital
accumulation in less developed countries because of frequent delayed
entry into school, intermittent attendance, and grade repetition.

The relatively high school-leaving age in these 13 countries is notewor-
thy, particularly against a backdrop of low overall school enrollment rates
in Sub-Saharan Africa. In Burkina Faso, for example, at 17.1 years, the
average age of school leaving, overall educational involvement stands at
just 15 percent (figure 7.10). The late average leaving age for students ever
enrolled in school underscores the importance of the selection process
associated with initial enrollment: those children with the opportunity to
get into school in the first place tend to stay there well into their teens in
all 13 countries examined.

The average age of entering the labor market shows a larger variation
across countries than the age of leaving school, indicating that the tran-
sition from school to work is more affected by the characteristics of the
process of finding a job than by time of school leaving. The length of the
transition phase is strikingly different between urban and rural areas (see
table 7.8). Gender differences are also likely to be important because of
the lower participation rate of women, especially in urban areas.

Within countries, the characteristics of the transition appear to depend
significantly on both residence and sex, and on the interaction between the
two. Overall, females tend to leave school at an earlier age and transition to
work more slowly than males, and rural youth tend to start the transition
earlier and find employment more quickly than urban youth. There are
four overall patterns:

e Male youth stay longer in education than female youth. Thus, male
youth start the transition to work at a later age than females in both
urban areas (except in Kenya) and rural areas (except in Kenya and
Uganda).

¢ Urban youth are more advantaged than rural youth in educational attain-
ment. The transition to work starts later in urban areas than in rural areas
for both males (all countries) and females (except in Sdo Tomé and
Principe).

¢ Residence appears to affect transition duration for female youth but
not male youth. Labor market entry takes longer for female youth in
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Figure 7.9. Length and Timing of Transition from School to Work for Children Ever
Attending School by Sex, Residence, and Country
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Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets.
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Figure 7.10. School Enroliment by Age and School Attendance in Burkina Faso
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Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
datasets.

urban areas than in rural areas (except in Cote d’Ivoire and Sdo Tomé
and Principe), but there is no consistent pattern in transition length
by residence for male youth. The transition for female rural youth is par-
ticularly short in Burkina Faso, Burundi, and Madagascar, at only one year.
¢ Gender appears related to transition duration in urban but not in rural
areas. Urban male youth make the transition to work more quickly
than female urban youth (Céte d’Ivoire excepted), but there is no
consistent pattern in transition duration by sex in rural areas.

As noted at the outset, the synthetic indicator does not permit conclu-
sions about the “efficiency” or “success” of the transition in specific country
contexts. A better understanding of the transition period would require
integrating the analysis of optimal school-leaving age with that of employ-
ment search and labor force participation. Even so, the synthetic indicator
does reveal two important features of the transition in Sub-Saharan Africa
countries that fit within this more detailed analysis—a relatively late
starting age for the transition and its typically long duration.

The transition is very prolonged—five years or longer—in 8 of the
13 countries (Cameroon, Ethiopia, The Gambia, Kenya, Malawi,
Mozambique, Sao Tomé and Principe, and Zambia). This suggests that
young people in these countries meet significant labor market entry
problems on leaving the school system and must deal with a drawn out
period of job search or inactivity. It is also interesting to observe that
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while the transition tends to be longer in urban areas in several countries,
this is not a general pattern. The transition in rural areas can be equally
long, indicating that problems of entry into the labor market are not an
exclusively urban phenomenon. However, given that school attendance
rates are generally substantially lower in rural areas, the phenomenon
tends to be more relevant in absolute terms in urban areas.

An initial period of unemployment following schooling is not unusual
as young people spend time looking for the best jobs, but the length of
this jobless period in Sub-Saharan Africa extends well beyond what
could plausibly be considered “wait” unemployment. As noted above,
long periods of initial joblessness can translate into permanently reduced
productive potential and job prospects. They therefore constitute a par-
ticular policy concern.

Factors Affecting the School-to-Work Transition

The duration of transition from school to work is characterized by large
cross-country variation. It is beyond the scope of this report to identify
the individual, household, and institutional characteristics that could
help to explain this variation, but the extent to which characteristics of
the economies considered could affect it are assessed.

GDP growth is an obvious candidate to control for differences in the
ability of the economies to absorb school leavers in the labor market
(figure 7.11). The school nonentrance rate and the share of youth in the
total population proxy for cross-country differences in the size of the
school leavers’ cohort. Openness to trade (as proxied by the ratio of
exports plus imports to GDP) and the share of industrial value added in
total value added proxy for differences in the structure of the economies.
Finally, a measure of income inequality controls for cross-country differ-
ences in access to labor markets resulting from wealth.

The data do not suggest any strong relationship between the duration of
the school-to-work transition and the broader macroeconomic and demo-
graphic context (figure 7.11).!3 Cross-country variations in transition
duration seem not to be explained on the basis of available information.
This suggests that the factors specific to the youth labor market are more
important in determining transitions than macroeconomic differences.

Transitions Directly to Working Life

To this point, only the group of children that has spent at least some
time in formal education has been considered. However, youth entering
the labor market do not necessarily pass through the schooling system.
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A substantial group of young people in most Sub-Saharan African coun-
tries never enter school and thus transition directly from inactivity to the
labor force.

This group of school nonentrants is also an important policy concern;
with very little human capital, they are especially vulnerable to undesirable
transition outcomes. As children, school nonentrants are among the groups
most vulnerable to child labor (figure 7.12).

The size of the group of school nonentrants varies considerably across
countries. For one broad group, most children (at least 90 percent) attend
school for at least some period (for example, in Kenya, Mozambique, Sao
Tomé and Principe, and Zambia), and the school-to-work transition
framework is especially relevant for analyzing employment outcomes. For a

Figure 7.11. Correlation between Transition Duration and Selected Macroeconomic
and Demographic Factors
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Figure 7.11. (continued)
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datasets; World Bank 2004.

second group, the percentage of youth that has not attended school is
much higher, ranging from 17 percent in Cameroon to 70 percent in
Burkina Faso. Differences exist by residence and sex within countries, and
rural children, particularly rural female children, are consistently the least
likely to have had the opportunity to enter school (for example, in Burkina
Faso, Burundi, Cameroon, and Céte d’Ivoire).

No obvious benchmark allows us to establish at what age these chil-
dren begin to look for employment. But the average age at first job for
children never attending school is relatively high in several countries
(figure 7.13). These children begin work in Kenya at 15 years old and in
Ethiopia, Mozambique, and Sio Tomé and Principe at about 16 years
old. Rural school nonentrants secure employment at the earliest age



140 Guarcello, Manacorda, Rosati, Fares, Lyon, and Valdivia

Figure 7.12. The Proportion of Children Ages 8-12 Who Are Economically Active
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Figure 7.13. Age at First Job for Children Never Attending School, by Country
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(Ethiopia and S3o Tomé and Principe excepted). Though it is reasonable
to assume that because they are not involved in school, these children
would start to look for employment rather early, progress in the labor
market is not easy for them either.

The numbers of children who do not enter the school system are rela-
tively large in several Sub-Saharan African countries.!* These children
are likely to enter the labor market in a particularly weak position and
grow to be very vulnerable (employed or unemployed) youth. Children
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who never attended school tend to enter the labor market early, but they
may still face difficulties in finding a job. An analysis of the situation of
youth in the labor market cannot avoid focusing on these early labor
market entrants. Child laborers of today will be the weakest youth
tomorrow. The analysis of child labor should thus be integrated into
labor market analysis to give a consistent picture of the condition of
youth in the labor market.

Annex 7A.1

Building a Simple Indicator of the School-to-Work Transition

This annex develops a simple indicator of the transition from school to
work that should be comparable across countries. To describe the transi-
tion from school to work, the distribution of school-leaving age and the
distribution of age of entry into the first job must be derived. The differ-
ence between the average school-leaving age and the average age of first
entry into work is computed as a synthetic indicator of this transition.

This is not the first attempt to describe the school-to-work transi-
tion process. For example, OECD (1998, 1999, 2000) uses the age at
which 50 percent of individuals are in employment to determine the
end point of the transition. Measures of transition based on this defini-
tion implicitly assume that the overall portion of individuals entering
employment is above 50 percent (otherwise, no transition would ever
be completed) and that the overall proportion of individuals who enter
employment in all countries is roughly comparable (otherwise, this
indicator would be biased by the overall differences in participation
across countries). Neither of these assumptions is likely to be true,
especially in developing countries. Similar problems occur when esti-
mating the starting point of the transition. For example, OECD indica-
tors implicitly assume that all children begin to attend school and that
the vast majority of them stay in school at least until the end of the
compulsory grade level, an assumption that can hardly be maintained
in most developing countries.

We try to circumvent these problems by standardizing measures of
school-to-work transition to the population in question: that is, those
who eventually pass through school and participate in the labor force.

Modeling the transition process from school to work ideally requires
longitudinal data with detailed job history information that follow individ-
uals from childhood to adulthood, or alternatively, cross-sectional data with
retrospective information to reconstruct work histories. In the absence of
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the longitudinal data (generally unavailable in developing countries), one
can use cross-sectional data to measure the length of the transition. Under
appropriate assumptions, the available cross-sectional data allow consistent
identification of the parameters of interest. Because indicators and their
interpretation depend on the underlying assumptions, it is necessary to
describe the assumptions to allow comparability with other indicators.

Suppose there exists an age a_, such that for a > a_, individuals
never transit into school and such that for a = a__ individuals never
transit out of school. In this case, at age a_. those who have ever entered
school are all in school. Thus, if S denotes the event of being in school,
the probability of leaving school at age a, denoted by SL, is

SL,= — [P(S,,,) — P(S)] whena>a__ . @)

Equation (1) is the change in enrollment across two consecutive ages,
and simply states that if, say, 90 percent of children are in school at age
10 and 80 percent are in school at age 11, then 10 percent of children
must have dropped out between age 10 and age 11.

Assume in addition that for any age a < a__, individuals never leave
work and for a = a___individuals have never entered work. This implies
that at a__, all who ever work are simultaneously in work. This
assumption—admittedly more unrealistic than the previous one—rules
out exit from employment before a__ and exit from inactivity after
a_. . In this case, if W denotes work and EW_ denotes the probability
of entry into work at age a,

EW, =PW, ) - P(W), whena<a_ . 2)

Equation (2) is the increase in participation from one year to another,
and states that if, say, 10 percent of children are in work at age 14 and
15 percent are in work at age 15, then 5 percent of children must have
started to work between age 14 and age 15.

One major difficulty with these indicators is that not all individu-
als make a transition through school (a relevant problem in develop-
ing countries) and, most important, that not all individuals transition
into work. This is particularly true for women, especially if work is
defined as participation in a market-oriented economic activity.
Hence, these indexes are derived conditional on individuals ever tran-
sitioning into the relevant state; as for the others, there is no transition

to be defined.
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Under the foregoing assumptions, the average school-leaving age
(conditional on having ever been in school) is expressed as

E(SL)=%,., ax[SL,/P(S, )l 3)
and the distribution of age of entry into work is

E(EW) =%, , ax[EW,/P(W, )I. (4)

Notice that P(W, )=X EW, and hence ¥ _ [EW,/

a<apax

P(W, )]= 1. A similar reasoning applies to the weights in equation (3).

max

We compute our synthetic index as

I = E(SL) — E(EW). (5)

This index is the average gap between age of entry into work (condi-
tional on ever entering work) and age of exit from school (conditional on
ever entering school).

To the extent that the distribution of school-leaving rates (entry rates)
is symmetrical, the indexes in equations (4) and (5) are also the median
of the conditional distributions. In this case, our index differs from the
one used by OECD (2000) in the adjustment factor for the population
at risk, which seems necessary in the countries under study.

Empirical Implementation
This section describes the empirical implementation of the indicator
when, as is the case here, only one cross-section is available. As a first step,
we fit a probit model on the probability of being in school across all indi-
viduals in the sample separately for males and females in each country. We
regress this on a polynomial in age. Fitting a probit model is useful for
smoothing the age participation profiles in the presence of measurement
errors and small sample sizes and allows sample predictions to be made, if
necessary. The turning point in the estimated age participation profile is
a_. . We repeat the same procedure for the probability of work. We fit a
probit model on the probability of working across all individuals in the
sample separately for males and females in each country. We regress this
on a polynomial in age. We use these estimated probabilities to compute
the indicators in equations (3) and (4) and, ultimately, equation (5).
There are several drawbacks to this procedure. First, although it is
generally possible to ascertain whether individuals in work ever attended
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school, it is impossible to know whether those who attend school ever
get a job. So, in computing the average age of exit from school we are
unable to condition the average age of exit from school on those even-
tually transitioning to the labor market. The index in equation (5) is the
average age gap for those who ever enter into work after school (hence,
the true school-to-work transition age gap) only under the assumption
that age of exit from school is uncorrelated with the probability of
entering into work later in life, an assumption that some may not find
compelling. If early school leavers are less likely to eventually find a job,
the gap will be overestimated; if they are more likely to do so, the gap
will be underestimated.

A second drawback of this procedure when applied to a single cross-
section is that the index is derived from a comparison of individuals of
different ages at a given time and hence from different birth cohorts.
The bias is difficult to determine. If there is a secular increase in school-
leaving age without relevant changes in the age of first employment
across cohorts, it may result in an underestimation of the length of the
transition period from school to work in each country. If the age of first
employment shows a secular increase, the bias could go in either direc-
tion. However, if one is ready to assume that these biases are similar
across countries, it is still possible to make a sensible inference about
differences across countries.

Notes

1. The countries selected for inclusion in this book are Burkina Faso, Burundi,
Cameroon, Cote d'Ivoire, Ethiopia, The Gambia, Kenya, Madagascar, Malawi,
Mozambique, Sio Tomé and Principe, Uganda, and Zambia. As part of broader
efforts toward durable solutions to child labor, the International Labour
Organization, United Nations Children’s Fund, and the World Bank initiated
the interagency Understanding Children’s Work (UCW) project in December
2000. The project is guided by the Oslo Agenda for Action, which laid out the
priorities for the international community to fight child labor. Through a vari-
ety of data collection, research, and assessment activities, the UCW project is
broadly directed toward improving understanding of child labor, its causes and
effects, how it can be measured, and effective policies for addressing it. For
further information, see the project Web site at www.ucw-project.org.

2. An employed person fits in any of the following categories: holding paid
employment, at work, or with a job but not at work now. This includes persons
waiting to rejoin employment and employers or persons in self-employment.
This classification should include unpaid family laborers who hold jobs in
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market-oriented establishments, irrespective of the number of hours worked
during a reference period. However, some countries prefer for special reasons
to set a minimum time criterion for the inclusion of unpaid family labor
among the employed. Usually, if a person works for more than seven hours
a day, they are considered employed.

An unemployed person is a person who fulfills any or all of the following
criteria: without work and currently available for work or seeking work by
taking necessary steps to seek paid employment (such steps include applying
for jobs or registering with an agency).

An inactive person is a person who is neither in the labor force (employed
or unemployed) nor in education.

3. As measured by the unemployment ratio (unemployed as a proportion of the
population) rather than the unemployment rate (unemployed as a proportion
of the labor force).

4. Joblessness, unlike unemployment, has the advantage of reflecting both unem-
ployed and discouraged workers who have left or not entered the work force.

5. Inactivity among youth has important economic and social consequences and
will require an in-depth analysis beyond the scope of the present report.
Differences by residence in the composition of the inactive also merit investi-
gation. In rural areas, where service coverage is typically less extensive, a larger
proportion of inactive young people might in fact be performing chores such
as water collection and fuelwood fetching. In urban areas, however, where the
burden of household chores is typically lower, discouraged workers might con-
stitute a larger proportion of the inactive.

6. Some forms of economic work, water fetching, for example, are also reflected
in this category.

7. Teenagers refers to the 15-19 age group. Young adults refers to the 20-24 age
group.

8. The unemployment rate (that is, unemployment as a proportion of the total
labor force in the same age group; not shown in table) is actually higher for
teenagers than for young adults. This is a reflection of the fact that teenagers
are more likely to be in education and therefore outside the labor force.

9. See http://millenniumindicators.un.org/unsd/mi/mi_goals.asp.

10. Wage employees are all persons in paid employment remunerated by wages and
salaries or commission from sales, price-rates, bonuses, or in-kind payments.
Basic remuneration is not directly dependent on revenue of the unit worked
for but on the explicit (written or oral) or implicit employment contract.
Wage employees may be regular employees with fixed-term contracts or
without limits of time, or casual workers without contracts.

Informal sector employees are those employed in a semiorganized unit, whether
legally registered or not. At an operational level, the ILO informal sector
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surveys define informal sector employment to consist of all own-account
workers, unpaid family workers who work for seven or more hours per day, and
employers and employees in establishments with fewer than 5 or 10 persons
engaged. Paid domestic workers are excluded.

Self-employed persons perform work for profit or family gain either in cash
or in kind. The remuneration is dependent on profits derived from the goods
and services produced (own consumption from enterprise is considered part
of profits). The self-employed person makes operational decisions affecting
the enterprise or may delegate decisions while retaining the responsibility
for the welfare of the enterprise. This is a one-person business (meaning a busi-
ness headed by a single person) and may include contributing family workers.

11. For example, Koranic schooling.

12. The calculation of average school-leaving age is, however, different in table 7.8
and figure 7.9; comparisons are therefore only indicative.

13. We also used different disaggregations of the duration of the transition by sex

and by residence, but the results obtained are similar to those presented here.

14. To which should be added those children who drop out very early and who
cannot be identified on the basis of the available information.
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CHAPTER 8

What Determines Labor Market
Participation by Youth
in Burkina Faso?

Daniel Parent

Many young people in Burkina Faso leave school very early in life. How
do they perform in the labor force? How do their fortunes evolve over
time? How do their labor market outcomes compare with those of
more educated Burkinabes? How are household characteristics linked
to youth outcomes?

Employment rates in Burkina Faso increased between 1993 and 2003,
with nearly all of the increase generated by females. The female unemploy-
ment rate also increased, especially for younger, more educated individuals.
The increase may reflect the fact that the higher employment rate encour-
aged more females to search for jobs. Unemployment also rose among
males. Stagnant male employment rates across age groups may suggest that
the labor market prospects of males in Burkina Faso deteriorated.

Urban adolescents, particularly those from poor families, tend to enter
the labor force when their household economic conditions worsen. The
evidence about what makes rural children and younger children enter
the work force is more mixed. However, there is little evidence for any

Special thanks to workshop participants in Ouagadougou and at the World Bank in
Washington, DC, especially Jean Fares, who provided very useful comments and suggestions.
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age group that households take advantage of better economic conditions
to pull their children out of school and make them work.

School proximity is a major determinant of school enrollment in Burkina
Faso. Per capita household income is greater for households living rela-
tively close to a school, especially secondary schools, even within narrowly
defined geographical areas. These findings suggest that the rate of return to
schooling is significant. The analysis yields several policy implications.

First, macroeconomic policies that reduce poverty (such as freer
trade, which would enhance the demand for agricultural products) are
not likely to increase child labor at the cost of basic schooling and literacy.
Households value education and take advantage of education opportuni-
ties when they can afford to do so, particularly in urban areas. This suggests
that they are likely to respond to conditional cash transfers to encourage
them to keep (or put) their children in schools.

Second, households that have access to schools tend to take advantage
of them. Improving access to schools—by building more schools or
improving transportation infrastructure—therefore seems to represent a
promising public investment.

Third, labor resources in Burkina Faso could be harnessed to partici-
pate in such infrastructure projects, particularly in rural areas, where a
significant share of the population is underemployed.

Fourth, none of these policies will work well if the quality of educa-
tion is not held at least constant. Sufficient numbers of additional teachers
must be hired, teachers must be well qualified and motivated to work in
largely rural areas, and related capital expenditures (books, basic instruc-
tional material) must be forthcoming.

Labor Market Indicators

The Household Living Standards Surveys, conducted in Burkina Faso
every five years, provide data on individuals’ main activities (school only,
school and work, work only, unemployment, inactivity) the week pre-
ceding the interview. Although this chapter focuses on youth labor market
and schooling outcomes, activities are reported for all age groups to be
able to reveal changes in the relative outcomes of younger and older
individuals not enrolled in school.

Five mutually exclusive categories of activities are defined for the
three years with data (table 8.1): school only, combining school and work,
work only, unemployed, and inactive. In general, the school enrollment
rate among children and youth is very low in Burkina Faso. In 2003, only
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Table 8.1. School and Work Status of Females and Males in Burkina Faso, by Age,
1993-2003

Age Female (percent) Male (percent)
group Activity 1993 1998 2003 1993 1998 2003
10-14 School only 27 22 26 35 29 33
School and work 1 2 1 2 4 1
Work only 57 66 59 57 62 56
Unemployed 3 3 8 2 2 7
Inactive 5 2 3 3 1
15-19 School only 11 11 13 16 16 17
School and work 0 1 0 1 2 1
Work only 70 75 73 78 77 77
Unemployed 2 4 6 3 2 4
Inactive 1 1 0 1 1 1
20-24 School only 3 5 5 8 9 8
School and work 0 0 0 1 1 0
Work only 71 77 77 84 84 85
Unemployed 2 3 5 6 4 6
Inactive 1 1 0 1 1 1
25-34 School only 0 0 0 1 1 1
School and work 0 0 0 0 0 0
Work only 79 85 83 94 95 95
Unemployed 1 2 4 3 2 4
Inactive 1 1 1 1 1 0
35-44 School only 0 0 0 0 0 0
School and work 0 0 0 0 0 0
Work only 84 89 88 96 98 97
Unemployed 0 1 1 2 1 2
Inactive 1 1 1 1 1 1
45 and School only 0 0 0 0 0 0
older School and work 0 0 0 0 0 0
Work only 79 86 83 94 96 95
Unemployed 0 1 1 1 1 2
Inactive 7 6 6 3 1 2
Allages  School only 7 7 8 12 11 12
(10-64)  School and work 0 1 0 1 1 1
Work only 73 79 77 81 83 82
Unemployed 2 2 4 3 2 4
Inactive 3 2 2 2 1 1

Source: Survey of Household Living Standards 1993, 1998, 2003.

Note: In 1993 and 1998, individuals were classified as unemployed if they reported not being occupied but having
had a job at some point or not being occupied with no prior work experience. In 2003 a distinction among those

with previous work experience was made by asking whether the reason the person did not work was due to sea-

sonal factors. For females, being at home is the residual category. For this reason, the percentages for females sum
to 100 percent (notwithstanding rounding errors), while the percentages for males do not.
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33 percent of male children between the ages of 10 and 14 were in school.
Among teenagers (ages 15 to 19) this share drops to 17 percent. For
females, school incidence is even lower, at 26 percent for the 10-14 age
group and 13 percent for teenage girls.

Among children ages 10-14, school enrollment appeared to decrease
between 1993 and 1998 before rebounding to roughly the 1993 level in
2003 (table 8.1). Conditioning on the location of households relative to
schools, however, enrollment did not drop at all over this period. The
apparent decline in enrollment probably reflects the 1998 survey’s use
of a sampling frame that included more households located far away
from schools.

Very few Burkinabe youth (2 percent or less) report being both enrolled
in school and working as their main activity, suggesting that children leave
school before going to work.! There is no evidence that many children
move back and forth between school and the labor force: when they quit
school, they do so for good.

A large fraction of children and youth start to work very early in
Burkina Faso. More than half of children are already working between 10
and 14 years old. This fraction also rises very quickly with age among
both males and females. Because of the high incidence of poverty and
the lack of options outside the work force, most individuals work and
cannot afford to be unemployed or inactive.

Employment rates among youth are high, and unemployment rates are
low (table 8.2). There is evidence that the unemployment rate rose
between 1993 and 2003 for every age group. Among males and females,
however, the employment rate remained fairly constant, at very high levels.

Across all ages and education categories, the period between 1993
and 2003 witnessed a substantial increase in the fraction of females

Table 8.2. Employment and Unemployment Rates among Burkinabes Not Enrolled in
School, by Age and Gender, 1993-2003

Employment rate (percent) Unemployment rate (percent)

Females Males Females Males

Age 1993 1998 2003 1993 1998 2003 1993 1998 2003 1993 1998 2003
1519 79 8 84 94 95 94 3 4 7 4 3 5
20-24 74 82 81 92 93 92 3 3 5 6 5 7
25-34 78 85 83 94 9% 95 1 2 4 4 3 5
35-44 81 87 84 96 97 97 0 2 3 2 2 2
45 and

older 83 89 88 97 98 97
Total 78 86 83 94 95 93 2 3 6 4 3 6

Source: Survey of Household Living Standards 1993, 1998, 2003.

N
w
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employed in the labor market and a proportionally larger increase in the
fraction of females reported to be unemployed.? The vast majority of
unemployed females were looking for a first job.

Labor market outcomes of the youngest and least educated boys dete-
riorated between 1993 and 2003 (table 8.3). For all other age groups and
schooling levels, employment rates remained more or less constant.
Surprisingly, the employment rate among males ages 20-29 declines
with educational attainment. Individuals who have just completed a
schooling period, such as secondary education, have higher unemploy-
ment rates than less educated individuals of the same age, but their
employment rate increases sharply as they age. The key question then
becomes whether the jobs the more educated individuals eventually get
are better than the ones that less educated workers have. This chapter
will return to this question when looking at the transition across occu-
pations over time for a given birth cohort.

Employment rates increased for all age groups of urban males
(table 8.4). They also increased among females in rural areas, while
remaining unchanged among rural males. The decrease in employ-
ment is concentrated among young men with no education. Labor
market indicators did not change dramatically for workers with any
amount of schooling, almost all of whom work in rural areas.

Employment rates for females increased across all age groups, in both
rural and urban areas. The increase was significantly larger in urban areas,
where employment rates had been much lower than in rural areas in
1993. Female unemployment rates also increased substantially, probably
reflecting the fact that women are more likely to search for jobs than to
be inactive. An argument could even be made that because employment
has increased for females, women may be more motivated to search for
work, potentially raising the unemployment rate. Overall, the male labor
market showed no sign of deterioration, at least with regard to employ-
ment incidence, except among young men ages 20-29. Two phenomena
suggest that Burkina Faso’s labor market expanded between 1993 and
2003. Much of the progress, however, occurred between 1993 and 1998,
with the 1998-2003 period characterized by stagnation if not decline
in employment.

Education appears to increase the chance of being employed, at least
for boys in rural areas. This may seem somewhat of a paradox because
the unemployment rate also increases with education. Because the cost
of being unemployed is high in Burkina Faso given the absence of income
support programs, the high unemployment rate probably reflects the
fact that individuals believe it is worth waiting (or shopping) for better



€ 9 8 0l € 0 €6 6 76 9 9 99 7e—0¢€

8 S L Ll S 4 68 /8 08 9S es 87 6C-5C

6 8 0l 9l 0l 8 L S/ 69 Ly 6¢ LE 7¢=0¢

0l S L 8¢ 6l S 74 99 6/ 54 LS 6¢ 61-G1 pa1ajduwod Atewlid

L 9 9 Gl €l 9 L6 €6 6 L €9 59 [0

9 L L €l € L 16 66 86 €L 89 €L 6€-5¢

14 [4 € 6 € L 96 86 96 €L €9 09 7e—0¢€

L 4 S ol 9 L €6 86 6 V4 €5 69 6¢-5C

L ol L Gl €l L 6 68 06 69 9s LS 7¢=0C

8 9 L L1 3l 0l 06 6 6 (074 69 €9 61-G1 Asewind jen.ed

S L 4 14 L L 76 L6 96 98 68 (8 [0

[4 L L L 0 0 /6 66 16 06 06 S8 6€-5¢

L L L 4 L 0 86 66 /6 /8 68 78 7e—0¢€

€ L 4 4 L 0 /6 86 96 98 68 18 6¢-5C

14 L 4 € L L 96 L6 L6 S8 /8 08 7¢—0C

€ L 4 4 4 L 96 L6 96 /8 33 €8 61-G1 Buijooyds oN
£00C 8661 €661 £€00C 8661 €661 £00c 8661 €661 £00C 8661 £661 aby Juawuib)ib [buoiibdnp3

L] sa|pwa LT sa|pwa

(3ua24ad) a3p1 yuawAojdwoaun

(3uadiad) ajpi Juawfojdwz

€00Z-£661 ‘uonednp3 pue 4apuan ‘aby Aq ‘ose4 eunjing ul sajey Juswojdwaun pue yJuswhojdwy ‘'8 3jqeL

154



'3|qe|IeAR JON = — :2JON

"€007 ‘866 L ‘€66 ‘SPIePUEIS BUIAI PIOYSSNOH 4O ABAINS :221n0S

L1
€l
143

Ll
9C
0¢

ol

4
ol
0s

MmN nn T o F T o

06
/6
S6
8/
123
€6
001
86
€8
/8
98
L6
€6
68
L
74
98
L6

68
86
88
18
0s
06
9%
6

€L
78
9%
6
/8
SL
99
78
9%

76
86
L6
€8
€L
98
S6
86
LL
43
08
76
76
08
69
6/
08
76

06
001
76
59

6/
€6
06
09
001
1]
59
&)
9s
VA%
974
1]
59

/8
8
001
06
7S
/9
08
89
/9
6v
[
8L
9
(s
6¢
LS
[
8L

69
001
/8
%
L
1A
/8
/8
19
9
8y
L9
99
87
VA
6¢
8y
L9

[e10L
6€-5¢
¥e-0¢
6¢-S¢
(-0

[e1oL
6€-5¢
7e—0€
6¢-SC
¥¢-0¢

[e30L
6€-G¢
7e—0€
6¢-5C
¥¢-0¢
61-Gl

(230l
6€-G¢

A1BPU0I3SISO

pa19|dWod AJepuodas

AIBPUOI3S [el1IRd

155



156 Parent

Table 8.4. Employment and Unemployment Rates in Urban and Rural Areas of Burkina
Faso, 1993-2003

Female Male

Item Age 1993 1998 2003 1993 1998 2003

Employment rates

Urban 15-19 34 42 45 68 72 73
20-24 35 41 44 67 77 74
25-29 42 51 53 80 87 85
30-34 55 57 59 88 92 93
35-39 54 65 68 90 96 93
Total 41 49 52 76 83 81

Rural 15-19 87 92 91 98 98 97
20-24 82 91 90 97 98 98
25-29 85 92 90 98 99 98
30-34 87 93 90 99 99 99
35-39 88 94 92 99 99 98
Total 85 92 89 97 98 95

Unemployment rates

Urban 15-19 12 28 31 23 22 25
20-24 10 17 24 28 21 24
25-29 6 9 16 17 11 13
30-34 2 6 12 8 7 7
35-39 3 3 5 8 4 6
Total 8 15 20 18 14 17

Rural 15-19 1 1 3 1 0 2
20-24 1 0 1 1 0 1
25-29 0 0 1 0 0 2
30-34 0 1 1 1 0 1
35-39 0 0 1 0 0 2
Total 1 1 3 1 0 4

Source: Survey of Household Living Standards, 1993, 1998, 2003.

jobs, which will eventually materialize; or only those who can afford not
to be employed wait for such jobs.

Occupational Transitions over Time

How do occupations at entry into the labor market vary across educa-
tional attainment categories? How does education affect progress over
time from low-paying to high-paying occupations? To answer these
questions, the study examines how occupations for people of varying
education levels evolve over time, starting with 15 to 19 year olds in 1993
and tracing their occupations over 10 years, with follow-up samples in
1998 and 2003 (Parent 2006).3
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For males with no schooling, the only meaningful transition is from a
family helper to an independent worker, possibly as the head of a new
household. The overwhelming majority of females stay employed as fam-
ily helpers even after 10 years. The fraction of male independent workers
begins to increase significantly after only five years. The picture is basically
the same for illiterate individuals (as opposed to simply uneducated).

For male workers with a completed primary education, occupations
are somewhat more diversified after 10 years, particularly for those in
urban areas. However, even though these individuals are more educated,
their entry occupation in 1993 is still clearly family helper. More or less the
same holds for females with a completed primary education. Although
early labor market outcomes indicate that upgrading the educational
attainment of young Burkinabes has little impact (leaving aside the pos-
sibility that family helpers with primary education may earn more than
uneducated family helpers), those who have completed primary schooling
have more options as time goes on.

Males with partial secondary education start much at the same place as
less educated youth, but transition across occupations much more quickly:
after just five years the occupational composition of the sample of 20- to
24-year-olds is quite varied. Those 15- to 19-year-olds with partial second-
ary education are entering the labor market immediately, unlike individuals
with just a primary or no education. Although there are not enough obser-
vations in 1993 to infer the occupation distribution for females at that
point, the data from 1998 and 2003 show that the allocation of females
with partial secondary education across occupations is more varied than for
less educated females. Of interest is the fact that women are much more
likely to be independent workers than men with similar education. Women
are also more likely to be working in the trade industry (commerce) than
men, whose sectors of activity are more diversified.*

The number of workers with a completed secondary education is
small, but they tend to work as managers or skilled workers fairly early
in their careers and clearly move into management after five years. This
is true for both males and females. The small size of this category means
that it is not a high priority group for policy development.

Given that workers with at least some partial secondary education tend
to have high-paying occupations after 10 years, relative to the occupations
held by less educated workers, it is not surprising that the unemploy-
ment rate tends to increase with the level of education. Quite simply, if no
better-paying jobs exist in the economy than the ones they can have when
they enter the labor force, there would be little point in being unemployed
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because the expected gain from attractive offers later would be small.
The fact that more educated workers tend to report themselves as being
unemployed than do less educated workers is evidence that education
pays eventually, even if not immediately upon entry. It is also remarkable
that, at least for people with up to a partial secondary education level,
the occupation early in one’s career is similar across all educational
attainment groups for both genders.

Those with Multiple Jobs Are Underemployed

Human resources are underutilized in Burkina Faso, especially in rural
areas. Many Burkinabes hold more than one job (table 8.5). Some 92
percent of these workers live in rural areas. Males are more likely than
females to hold multiple jobs, although the difference is modest, and
older workers are more likely to do so than younger workers.

Among the 16 percent of all Burkinabe workers who report being
underemployed (that is, working fewer hours than they would like), the
overwhelming majority hold multiple jobs. While only about 9 percent
of people who hold single jobs wish they could work more, 47 percent
of multiple job holders would like to do so. Males are more likely than
females to want more work.

There is little evidence of a systematic relationship between income
and holding multiple jobs (table 8.6). The relationship appears to have

Table 8.5. Percentage of Burkinabes Underemployed or Holding More Than One
Job, 2003

Female Male
Age group Comments Urban Rural Urban Rural
10-14 Wants more work 11 8 6 8
Holds more than one job 8 7 3 9
15-19 Wants more work 10 13 12 14
Holds more than one job 8 14 7 13
20-24 Wants more work 12 16 13 20
Holds more than one job 11 18 10 21
25-34 Wants more work 15 17 15 23
Holds more than one job 9 21 11 28
35-44 Wants more work 15 18 15 26
Holds more than one job 9 25 13 35
45 and older Wants more work 18 16 16 22
Holds more than one job 17 24 16 33

Source: Survey of Household Living Standards 2003.
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Table 8.6. Percentage of Burkinabes Holding More
Than One Job, by Household Income Quintile, 2003

Household income

quintile Females Males
1 16 18
2 19 23
3 22 24
4 19 23
5 13 17

Source: Survey of Household Living Standards 2003.

an inverted U-shape, with people in the middle quintiles more likely to
hold multiple jobs than people in the top or bottom quintiles.

Household Income, School Attendance,
and Returns to Education

What factors are behind the low school enrollment rate among young
people in Burkina Faso and the high incidence of child labor? Several
explanations are put forward in the child labor literature and among
policy makers. Most common among these are responses to adverse
household income shocks, low returns to education, and the difficulty
in accessing schools.

Household Income Shocks, Distance to School,

and Child Labor Force Participation

One would expect that the labor force participation of children from
poorer or more disadvantaged households would be more sensitive to
deterioration in economic conditions. Is this indeed the case? Table 8.7
looks at changes in a household’s most important source of income (as a
proxy for changes in total household income during the year). This may
be a suspect proxy if households derive income from equally important
sources.” To make the distinction as sharp and as easy to interpret as pos-
sible, a dummy variable is constructed equal to 1 if income decreased
from the previous year and 0 if it increased or stayed the same. Table 8.8
examines respondents’ perceptions of their general economic situation,
with a second dummy variable equal to 1 if the respondent reports that
their situation is worse than or as bad as the previous year.



(€00°0) (¥00°0)

<000 L1100 uonesnpe s,pesy pjoyasnoy X sWodul Ul aseald9(]
(Cz00) (8L00) (9100) (9100) (¥200) (8L00) (9100) (9100)
9100~ 5000~ LLOO- 0100~ 6100 2000 5000 /000 1eaA Jsed Ul paseaIddp 2WodUl PlOYISNOH
SD2ID |DINI U] BUIA| SPJO-1D3A| 01 -7 |
769'1 769'1 769'1 769'l S/S'1 S/5'1 S/5'1 S/5'1 SUONEBAIDSUO JO JSQWINN
(€90°0) (190°0) (€90°0) (€90°0) (190°0) (190°0) (190°0) (190°0)
0500 ££00 600 600 5900 #500 1900 1900 |00Y2s A1BPUOISS WO Aeme sainuIl +09
(0£0°0) (0£0°0) (0£0°0) (0£0°0) (L£00) (1£00) (1£00) (1£00)
SL00 SL00 SL00 SL00 0£00 €00 LE00 LE00 |00U2s A1BpUODSS WOL ABMe SSINUIW 65-0€
(c/10) (891°0) (¢/10) (¢/10) (1710 (6£1°0) (F1°0) (€¥1°0)
90 40 90 90 0000 9000 £000 8000 |ooys Atewnd woly Aeme saanuiul +09
(0v0°0) (0v00) (0¥0°0) (0¥00) (¢v00) (¢v00) (¢v00) (¢v00)
200~ 0200~ Y200~ ¥200~- €€00 100 LE00 LE00 |ooys Asewid Woy Aeme sinuiul 65-0€
(€00°0) (€00°0)
1000 /000— 9ZIS P|OYy=snN0y X 2WOdUl Ul 9seald=9(]
(CIRN); (980°0)
S/C0 /700 3]IUIND WO10q Ul SUWODUL X SUODUL Ul 95e2103(]
(¢zo0) (€00°0)
9100~ S000— uonesnpe s pesy pjoyasnoy X sWodul Ul oseald9(]
(¥#00) (820°0) (¢€00) (£200) (9v00) (620°0) (620°0) (820°0)
0900 9700 7900 €500 LlzLo L£00 6700 SO0 1294 Jsed Ul paseaIddp SWOodUI PlOYISNOH
SDaID UDQIN Uj buiAl| SPjO-1DaA-t| 01 -7 |
(8) () ) (<) (t) (€) () (1) 3|qpLIA JUBPpUAdaPU|
Sa|bwia4 S3Ib

€002 ‘osed eunjang ui uoneddiied 33104 1oge] pue s)>0ys aWwodu| pjoyasnoH °Z°g d|qeL m



(panuiuod)

(5200)
/900
(1200)
1600
(£10°0)
€00
(€000)
7000

(810°0)
6v00~

192%%
(¢€00)
LS10
(520°0)
/900
(1200)
1600
(£10°0)
€e00
(100°0)
0000

(5200)
/900
(1200)

1600
(£100)
€€00

(6€00)
S000-

o't
(¢€00)
1SL0
(5200)
/900
(1200)
1600
(£100)
€€00

(8€0°0)
200~

(520°0)
/900
(1200)

1600
(£100)
7€00

(€100)
1C00-

(7100)
S000-

9250%
(¢€00)
LSL0
(520°0)
/900
(1200)
1600
(£100)
7€00

(520°0)
/900
(1c00)
1600
(£100)
€e00

(€100)
l00-

19254
(¢€00)
LSL0
(520°0)
/900
(1200)
1600
(£100)
€e00

(cl00)
5000
(LL10)
7700
(020°0)
9¢00
(100°0)
000~

(810°0)
9100

€€0'S
(€€0°0)
5910
(£200)
L600
(£100)
010
(£10°0)
0900
(200

1000~

(€100)
000
(czlo)

1500
(0200)
LE00

(5€00)
8¢00

(€100)
7100~

€€0'S
(€€00)
¥91°0
(£200)
9600
(£100)
010
(£100)
0900

(1€00)
0¢00

(100)
7000
(ELL°0)
600
(0200)
LE00

(L10°0)
7¢00
(11L00)
000~

€€0's
(€£00)
991'0
(£200)
8600
(£10°0)
010
(£100)
0900

(€100)
Y000
6110
900
(120°0)
/€00

(1100)
0100~

€€0's
(€€0°0)
5910
(£20°0)
1600
(£100)
0/10
(£10°0)
0900

|00UYDS A1BPUODRS WO} ABME SAINUIW 6G—0E

|ooyds Atewid wioly Aeeme saanuiwl +09

|ooyds Aseudlid woly Aeme saanUIW 65-0€

37IS PlOYIsNOY X UIOdU] Ul 958109

3]UIND WONOQ Ul SWODU| X WOdU] U] 9583133(]
UOoI1eINP3 S,Pe3Y PIOYISNOY X SUI0dUI Ul 958139

Jeak 1sed Ul pasealdap aWodUl PIOYaSNoH
SDaID UDQIN Uj bUINl| SPjO-1DaA-| | 01 -8

SUOIIRAISSO JO JaqUUNN|
|00Y2S A1BPUOI3S WO} AeME S3INUILL +09
|00Y2s A1epuodas Wolj Aeme sainulul 65—-0€
|ooyds Atewnid wioly Aeeme saanuiul +09
|ooyds Aseudlid woly Aeme saanUIW 65-0€
37IS PIOYIsNOY X UIOdU] Ul 9582109(]

3JUINb WOoNOG Ul BW0DU X SWOdU| Ul 9523139(]

—

O

—



‘5953 URIed UJ SIOLIS PIEPURYS ISNQOY 210N
"€007 'spiepuels BUIAIT PIoYasnoH Jo ASAINS :221no§

0LY'L 0LY'L 0LY'L 0LY'L ¥80'8 780'8 ¥80'8 ¥80'8 SUONEBAISSO JO JaqWINN
(5200) (5200) (5200) (5200) (£200) (£200) (£200) (£200)
6,00 6/00 6/00 6,00 0L00~ 0l00— €100~ 0L00— |00YDS A1epu0das WIol) Aeme sa1nuiul +09
(L€00) (L€00) (L€00) (L€00) (6200) (6200) (6200) (6200)
€500 500 €500 €500 700~ 700~ /Y00~ ¥¥00- |ooyds A1epuodas wolj Aeme saInuiw 65-0€
(8L0°0) (8L00) (8100) (81L0°0) (020 0) (0200) (020 0) (0200)
€500 €500 €500 €500 G600 S60°0 7600 G600 |0oyos Atewid wioly Aeeme saanuiw +09
(9100) 9L00) (9100) (9100) (SL00) (SLO0) (5L00) (51L00)
200 £200 £200 £200 8/00 8/00 L/00 8,00 |ooyas Arewnd woly Aeme sInuiL 65-0€
(1000) (1000)
0000 1000~ 92IS P|OYasnoy X auodul Ul 9sea1d9(d
(£200) (5L00)
SE00- 000~ 31IUIND WOL0G Ul SUWODUI X SWOdU| Ul 9583109(
(900°0) (0£00)
9000— €800 uo1edNPa S peay Ployasnoy X SW0dUl Ul 95e109(]
(810°0) (9100) (€100) (€100) (810°0) (S100) (€100) (€100)
Clo0- 5000~ 7100~ SL00- 5000~ 00~ L€00— €200~ JeaA 1sed Ul paseaId9P SUWODU! PIOY3SNOH
SDaID [DINJ Ul BUIN| SPJO-IDaA-| | 01 -8
9sL'e 951'e 9sl'e 9sl'e l6L'c l6l'c L61'C L61'C SUONEAISSO JO JaqWINN
(¢€00) (¢€00) (¢€00) (¢€00) (1Z00) (0200) (020 0) (1Z00)
LSL0 LGL0 LG1'0 LS10 0L00~ 00— 0L00— 0L00— |00YDS A1epu0das WIol) Aeme sa1nuiul +09
(8) (2) ) (<) (t) (€) (4] (1) 3|qDLIDA JuapUdapu|
sa|pwia sajbw

(panuiuod) 00T ‘oseq eunjing ui uonedidilied 33104 10geT pue s)d0Ys SWodU| p|oyasnoH */'g 3|geL m



(panuiuod)

(¢900) (150°0) uonedNPa speay
/800~ 1000 PIOY3sNoYy X Pajeiol1ep SUORIpuo)
(£500) (£200) (5200) (5200) (550°0) (0€00) (£200) (920°0) 1eak Jepus|ed ise| Jano
0900— ¢000- ¢L00 €000 0900~ [4100] 9000 8000 palelolsiop pjoyssnoy JO SUORIPUOS JIUIOUOD]
SD2ID |DINI U] BUIA| SPJO-1D3A-| 01 -7 |
805 805 805 805 98ty 14 98t 98t SUOIBAISSTO JO ISGUINN
(1£00) (¢900) (€L00) (0£0°0) (ceL0) (ST10) (¢elo) (621°0)
0clo- LeL'0— SLIO- 6110~ LECO 8¢C0 9eC0 8¢C0 |00YDS A1BPUODSS WO AeMe SaInUILL +09
(#50°0) (€50°0) (S50°0) (€50°0) (090°0) (6500) (£50°0) (850°0)
1800~ 010~ /00— 0800— 01’0 1600 S0L0 €600 |00Y2S A1epU0IS WOI) Aeme saINUIW 65-0€
(980°0) (S80°0) (980°0) (980°0) (950°0) (190°0) (€50°0) (£50°0)
6900~ 7500— 5900~ /900~ 0610- l6l'0— (04 N0 0610- Jooyds Arewud wiou) Aeme sanuiw +09
(0£0°0) (0£0°0) (890°0) (1£00)
LT00- 9100~ €200~ €200~ [00YDs Asewiid wio Aeme saInuiw 65-0¢
(600°0) (0L00)
7000— 0100 9IS P|OYISNOY X Pa1RIOLDISP SUOIIPUOD
(¥SL0) (cclo
€490 6200 3JnUINb WONOG Ul WD X SWODUI Ul 9523133(]
(620°0) (7¥00) uopedNp9 spesy
SE00— €00~ plOYyasnoy x [pa1elolal1ap SUonipuo)
(160°0) (S¥0°0) (£50°0) (S¥0°0) (€0L°0) Ov00) (£50°0) (S¥0°0) 1eak Jepus|ed ise| Jano
S0L0 €¢00 8010 0400 6100— £900 cero 0800 peielolslop pjoyssnoy JO SUORIPUOS JIUOUOD]
SDaID UDQIN Uj buiAl| SPjO-1DaA-t| 01 -7 |
(8 (£) 9 (s) (¥) (€) (@ (1) 3/qpLIPA JudpUAdapu|
sajpwia4 sajpy

uonediilied 32104 10geT] pue sUoRIpUO) dIWOU0T S,pjoyasnoH ul sabuey) *g'g 3|qeL

63

—



(¢€00) (L€00) (¢€00) (¢€00) (S¥00) (P#00) (S¥00) (S¥00)
/100~ 0¢00- 9100~ 9100~ 1000 L00'0 1000 1000 |ooyds Arewund woly Aeme sainuiw 65-0¢
(¥000) (9000)
7000— 1000— 3715 PJOYasSNOY X Pa1elouslsp SUOIpUoD)
OrC0) (¥0°0)
80 00— 31IUIND WOL0G Ul SUWOdUI X SWOdU| Ul 9583109(
(£100) (7#00) uopesnpa speay
000 9¢00 ploYasnOy X Pa1eloLalap SUORIpUOD)
(1S00) (9200) (L€00) (9200) (€£00) (5€00) (££00) (5€00) Jeak Jepus)ed 1se| Jano
6,00 <00 €00 9¢00 ¢S00 9500 8¢00 LS00 Pa1eIOLRI9P POYISNOY JO SUORIPUOD JILIOU0D]
SpaIp upgIn Ul bUIAl| SPJO-ID3A-| | 01 -8
Ser'L Ser'L Gev'L GTv'L 795’1 %951 795l 795’1 SUOREAISSFO JO JsqUINN
(#S00) (€500) (€500) Or00) (1900) (¢900) (0900) (090°0)
8€00 €00 LE00 €00 oLLo Lclo Lo Lo |ooyds Arepuodss woij Aeme ssinuiw +09
Ov00) 9r00) (L¥00) Ov00) (6v0°0) (0500) (6¥00) (6¥00)
9¢00 €00 L€00 €00 €600 600 €600 €600 [o0ds Alepuodas wioy Aeme saINUIL 66-0€
(8€0°0) (££00) (8€00) (8€00) (8200) (8200) (8200) (8200)
G500 8500 2900 8500 100 L0C0 <00 €00 |ooyds Atewnd wouy Aeme saanuiul +09
(¢€00) (¢€00) (¢€00) (¢€00) (L€00) (¢€00) (L€00) (L€00)
6£00 6€00 0r00 0r00 8800 6800 0600 6800 |ooyds Arewund woly Aeme sainuiw 65-0¢
(5000) (S000)
9000 9000 3715 PJOY3SNOY X Pa1elolslsp SUOIpUo)
(8500) (¢500)
6100 1200- 31UINb WOoN10Q Ul SWOdU X SWOdU] Uj 9583109(
(8) () (9) (s) (¥) (€) (@ (1) 3|qpLIpA Juapuadapu|
sa|pwia sajbw

<

(panujiuod) uonyeddiied 93104 10qe pue SUORIPUO) JIWIOU0DT S,pjoyasnoH ul sabuey) *g'g 3jqel ©



'sasayIuRIed Uj SIOL PIRPURYS 1SNQOY 10N
"€007 SpJepuels BUIAI PIOY3SNOH JO ASAING :824n0S

r1ET
(cv00)
6100
(6700)
SL00-
(9€0°0)
/100
(920°0)
7500
(#00°0)
1000~

(1500)
1000~

€79
(020°0)
0200~
(820°0)
8100
(801°0)
8LL0

Y1IET
(€v00)
0200
(6¥0°0)
7100~
(9€00)
L100
(9200)
7500

(050°0)
9¢00

(820°0)
8100~

)
(€200)
0€10-
(820°0)
0200
(8600)
2010

vLET
(1¥00)
0¢00
(6%00)
7100~
(9€00)
£100
(9200)
¢S00

(8£0°0)
8600~
(#20°0)
2000~

€79
6100)
1200~
(820°0)
8100
(901°0)
LLL0

vleT
(1¥00)
6100
(6¥00)
SL00~
(9€00)
/100
(9200)
7500

(€20°0)
600°0-

€9
(6100)
0200~
(6200)
6100
(S01°0)
9110

81¥'C
(S¥00)
6200~
(S¥00)

1500~
(6£0°0)
6600
(¢€00)
7600
(#00°0)
€000

(8700
wo0-

697
(901°0)
€LLro
(€€0°0)
500
(coz0)
900

81T
(S70°0)
800~
(S¥0°0)
1500~
(6£00)
1010
(¢€00)
1600

(9%00)
£L00

(5200)
S100-

69%
(S60°0)
9/00
(¢€00)
000
(0zc0)
9600

8L¥'C
(S¥00)
600~
(S¥0°0)
¢S00-
(6€00)

1010
(¢e00)
600

(950°0)
000~
(€200)
8000~

697
(£01°0)
S0L0
(€€0°0)
2€00
(c0z0)
€/00

8l+'C
(540°0)
000~
(S¥0°0)
7500~
(6£00)

L0L0
(¢e00)
7600

(€20°0)
600°0-

691
(901°0)
€110
(¢€00)
S€00
(c0T0)
9/00

SUOIIRAISSO JO JaqUUNp|
|00Y2S A1BPUODIIS WO} AeME S3INUILL +09
|00Y2s A1epuodas Woj Aeme sainulll 65—-0€
|ooyos Atewnd wioly Aeme saanuiu +09
jooyds Ateudlid woly Aeme saanuIW 65—-0€
37IS PIOYIsNOY X P31LIOLIBP SUOIIPUOD)
3JUIND WONOQ Ul SUWODU| X SWOdU| U] 9583139(]
uoI1eINP3 S Peay
P|OYaSNOY X Pa1eIoNS19P SUOIIPUOD)
18k Jepua|ed ise| JaAo

P31RIOLIBP P|OYISNOY JO SUORIPUOD DJULIOUODT
SD2ID |DINJ U] BUIA| SPJO-ID3A-| | 01 -8

SUOIIRAISSO JO JaqUUNp|
|00OY2S A1BPUODIS WO} AeME S3INUIUL +09
|00Y2s A1epuodas Wolj Aeme sainulll 65—-0€

|ooyos Atewd wioly Aeeme saanuiul +09

165



166 Parent

For the youngest age group (811 years old), household income has at
best a modest effect on labor force participation. Although the results for
boys ages 8-11 living in rural areas suggest that child labor force participa-
tion decreases when household income decreases, one should be cautious
in interpreting the measured negative effect because of possible reverse
causality: income may have increased over the previous year because the
child quit school to contribute to household farming activities.

In urban areas, higher household income reduces the chance that
older children (ages 12-14) participate in the labor force (by 4.5 percent
for boys and 5.3 percent for girls). These results are supportive of the
hypothesis that Burkinabe households do not pull their adolescent children
out of school to make them work to take advantage of good economic
conditions.® The results support the notion that macroeconomic policy
favoring growth would reduce child work in urban areas and ultimately
help create a more educated labor force.

Child labor force participation is less sensitive to changes in income
in households where the head is more educated while it is more sensi-
tive in households in the bottom quintile of the income distribution. In
fact, the effect is quite large for females: their labor force participation
increases by 27.5 percentage points if the household income drops from
one year to the next. So, whether 12- to 14-year-old girls attend school
instead of working depends more on changes in the economic fortunes
of the poorest households than it does for males.

Looking at the relationship between the self-reported indicators of
whether general economic conditions improved over the previous year
(table 8.8), much the same overall conclusions emerge, with the excep-
tion of the youngest age group in urban areas. As in table 8.7, the labor
force participation of individuals ages 12-14 increases when urban
households report being economically better off relative to the year
before. In addition, the impact is more pronounced in households in
which the head is less educated or is poor, especially for females. The
evidence suggests that boys’ labor force participation behavior responds
more to shifts in households’ economic conditions when the head is
relatively less educated than is the case for females. But the labor force
participation of young females is more responsive to changes in house-
holds located in the bottom quintile of the income distribution. The
evidence for ages 8-11 in urban areas is similar to what is reported for
the 12- to 14-year-olds living in urban areas: deterioration in household
economic conditions is associated with an increase in child work.”
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In rural areas, school proximity is a more important factor in deter-
mining labor force participation, at least for males. Distance to school
increases the likelihood of participating in the labor force. This effect is
not as significant in urban areas. For females, the results for the impact
of school proximity are somewhat different. Although the results for
females living in rural areas are very similar to the ones for males, they
diverge from the results for males in urban areas: school proximity is
a major determinant of labor force participation (see panel A [12- to
14-year-olds living in urban areas] of table 8.7). So, labor force partici-
pation clearly contains a gender-specific component in its relationship
with the time it takes to reach the closest school.

Multivariate Analysis of Enrollment Decisions

To formally assess the role of various household, individual, and institu-
tional characteristics in determining school enrollment, a series of
probits by age group and gender are estimated (table 8.9). The education
of the head of the household is significant across all categories, strongly
suggesting that educational attainment is highly correlated across gener-
ations within households, a sign of low intergenerational mobility.

To check this conjecture in a slightly different way, a subsample of
sons and fathers in 2003 was created and used to compute the correla-
tion coefficient between their educational attainment for different age
groups. The correlation is 0.42 for sons ages 20-29 and 0.53 for sons ages
30-39. In the United States, the correlation is about 0.30; the correlation
is lower in European countries. Repeating the same exercise with the
1993 data yields lower correlation coefficients, about 0.30 for both age
groups, suggesting that intergenerational mobility in educational attain-
ment decreased in Burkina Faso between 1993 and 2003. Although this
is rather impressionistic evidence, it should be cause for concern if it is
indeed the case.

Controlling for the educational attainment of the household head, the
position of the household in the income distribution does not appear to be
a major driving force behind enrollment. While there is some evidence of
an income gradient, the magnitude is modest relative to the head’s educa-
tion, and most of the coefficients are not statistically significant. The effect
of being in the lowest income quintile becomes much more significant if
the household experiences a decrease in income from one year to the next.

One key factor influencing (or at least associated with) school enroll-
ment is the time it takes to get to school. Although similar variables have
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been used in the economics of education literature (Card 1995; Laszlo
2005), the variable is usually the distance from the home to the school.
It is plausible that time matters more in developing countries, where the
main modes of transportation to school are more varied.

In Burkina Faso, enrollment is associated with having a school nearby.
Although one would expect that older individuals’ decisions to enroll in
secondary school would be primarily affected by the time it takes to get
to a secondary school, the time to primary school is a significant deter-
minant of enrollment for secondary school-age individuals. Similarly, the
time it takes to reach a secondary school is negatively associated with the
enrollment of primary school-age children. It seems unlikely that some
households would not enroll their children in primary schools because
secondary schools are far away, so these variables must be picking up
many things other than just the time-to-school dimension. Note also
that the time-to-school factor affects males slightly more than females.

Economic Returns to Education

The estimated annual return to one year of additional education in
Burkina Faso is 11.5 percent (table 8.10).8 This estimate is at the high end
of the range of returns estimated in developed countries but in line with
estimates for developing countries (Psacharopoulos and Patrinos 2002).

Inclusion of the head of household’s educational attainment in the
regression makes a substantial difference: the estimated return per cate-
gory of schooling drops by more than 35 percent when the head of
household’s education is included in the regression. This strongly sug-
gests that household and family background factors are important joint
determinants of educational attainment.”

Having a literate household head has a very large effect on household
income (not shown). Limiting the sample to households in which the
head has some primary education yields an even larger effect of head
literacy on household income, suggesting that the basic skills learned in
school play an important role in the welfare of the household.

The relationship between schooling and earnings is roughly linear in
urban areas. In contrast, in rural areas the return to education increases
markedly for people with some secondary education.

Many unmeasured confounding factors could be driving the estimated
positive relationship between schooling and household income. For
example, it is likely that unmeasured household and institutional char-
acteristics exhibit considerable heterogeneity across geographic areas
and that this variation is systematically related to both schooling and
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Table 8.10. Rate of Return to Schooling in Burkina Faso, 2003
Dependent variable: Log of total per capita household income in 2003

Ordinary Ordinary Census- Census-
least least zone fixed zone fixed
squares squares effects effects
Variable (1) 2) (3) 4)
Average educational 0.350 0211 0.285 0.175
attainment in household (0.019) (0.028) (0.018) (0.029)
Number of household 0.085 0.102 0.050 0.057
members enrolled in school (0.045) (0.044) (0.041) (0.041)
Educational attainment of . 0.125 . 0.101
head of household (0.019) (0.021)
Fraction of females -0.113 -0.143 -0.066 -0.089
in household (0.065) (0.065) (0.063) (0.063)
Household size 0.059 0.060 0.058 0.059
(0.005) (0.005) (0.004) (0.004)
Lives in rural area -0.521 -0.528 o -
(0.071) (0.007)
Average age of 0.043 0.039 0.031 0.028
household members (0.010) (0.010) (0.009) (0.009)
Average age squared X 100 -0.060 -0.050 -0.042 -0.037
(0.010) (0.015) (0.013) (0.013)

Source: Survey of Household Living Standards 2003.

Note: — indicates that the variable is not included in the regression. Results are based on a sample of 7,125 indi-
viduals ages 10-60 not enrolled in school. Regional dummies are included in all specifications. Ordinary least
squares standard errors are adjusted for the clustering at the census-zone level. Individual educational attainment
is aggregated into six categories: none, partial primary, primary completed, partial secondary, secondary completed,
and postsecondary.

household income. Although the regressions include dummy variables to
control for region of residence, more refined regional variation—driven
in part by ethnic differences—could have an impact on the results.

Columns 3 and 4 of table 8.10 show the results when unrestricted
census-zone dummy variables are added to the model. These surveys are
conducted in more than 400 such zones. With census-zone fixed effects,
the estimated returns are obtained by exploiting only the variation in
household income and schooling within census zones. The resulting
decline is modest.

Controlling for unmeasured heterogeneity within census zones does
not control for the joint endogeneity of educational attainment and
household income. This problem stems from two main sources. The first
has to do with unmeasured household ability, which could be positively
correlated with both schooling and income. The second is associated
with the marginal cost of acquiring extra education. Households with
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little taste for education and households with financial constraints are
observationally the same, in that both are likely to have fairly high discount
rates. Larger returns to education are needed to induce such households
to send their children to school. This line of argument comes from
Becker’s classic schooling model, in which individuals face constraints
and have preferences and abilities related to acquiring education. If the
(individual-specific) marginal rate of return to education is decreasing
and the (individual-specific) marginal cost of acquiring education is
increasing, there should be a distribution of educational attainment in
any given population as long as there is some heterogeneity on either the
cost or the ability side.

To identify the true average marginal return to education, the meas-
ures of access to schooling (primary or secondary) are used as exclusion
restrictions in a simultaneous equation system. To provide for an extra
source of variation, the measures of access to secondary schooling are
interacted with the educational attainment of the head of the household.
The idea behind such an interaction is that one would expect the edu-
cational attainment decisions of poorer households to be more sensitive
to the proximity of a primary or secondary school.

The results indicate that the instruments are very good predictors of
household educational attainment (table 8.11). The estimated instru-
mental variable returns are at least as large as the ordinary least squares
estimates and substantially larger than the fixed-effects estimates, sug-
gesting that if ability is biasing the ordinary least squares estimates
upward, other, empirically more important factors are biasing them
downward. These other factors could be measurement error or constraints
on access to school. One can think of the instrumental variable results as
representing the marginal return to schooling for those whose levels of
educational attainment were affected by the instruments (Imbens and
Angrist 1994).10

To see whether the cross-sectional heterogeneity in returns to education
is at least partly attributable to geographical differences, the longitudinal
structure (along census regions lines) of the data is exploited to estimate
fixed-effects instrumental variable models (table 8.12). Whether one
allows for the time-to-school measures to have a direct effect on household
income does not make any substantial difference, in large part because
those main effects are both modest and not statistically significant. The
evidence suggests that much of the heterogeneity across households in
the returns to education that could have been the source of the test
rejecting the same overidentifying restrictions in table 8.11 were driven
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by variation across census regions.!! This cross-region variation is absorbed
with the fixed effects and the models in table 8.12 use only the within-
census-region variation to estimate the return to education.

Finally, the returns estimated with model 3 in table 8.12 are suspi-
ciously large, although they are smaller than in table 8.11. Again, the
direct effect of the head of household’s education, controlling for the
predicted schooling, is negative. This does not appear realistic. As explained
above, the likely problem is that there is simply insufficient variation in
the head’s educational attainment variable, with such a large fraction
having no schooling at all.

The analysis of the economic returns to education suggests that the
returns to education are large, and there is no indication that the sim-
ple cross-sectional estimates overstate the true effect of education on
household income. One possible explanation for the result is that rural
households with more education use better farming technology (for an
analysis along these lines, see Laszlo [2005] for Peru and Jolliffe [2002]
for Ghana).

Notes

1. The school enrollment question is distinct from the one on the main activity
during the survey week. This allows the construction of a school and work indi-
cator, a combination that is not one of the choices among the main activities.

2. Because of the small number of girls going beyond primary schooling, conclu-
sions for females with more education are based on very imprecise estimates,
especially for older age groups.

3. For the underlying data, see Parent (2006). The approach used in the back-
ground paper relies on the assumption that the group of individuals under
study is statistically the same in 1993, 1998, and 2003. That is, even though
the samples are made up of different individuals, the assumption is that indi-
viduals in all three surveys are drawn from the same underlying population, so
that 25- to 29-year-olds in 2003 are on average the same as the 15- to 19-year-
olds in 1993. The main threat to the validity of this assumption is emigration.
Even migration within the country poses problems if occupation and industry
structures differ significantly across regions.

4. Educated people’s sectors of activity are also much more diversified than are

those for uneducated workers, who are virtually all employed in primary
industries (agriculture, fishing, and hunting).

5. The less-than-ideal quality of this measure would be expected to bias toward
zero whatever impact there might be, thus likely providing a lower bound
estimate of the true impact.

177
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6. The theoretical impact of increased income on child work is a priori
ambiguous, as Edmonds and Pavcnik (2005) note. On the one hand, favor-
able labor market conditions raise the pure price effect of sending one’s child
to school, making labor force participation procyclical. On the other hand,
the wealth effect of economic growth may allow households to consume
more education.

7. It is interesting to speculate as to why we can detect it with the self-reported
indicator of changes in the overall household economic conditions but not
with the constructed income change measure. One possibility is that the
bias-inducing mechanical relationship between child work and household
income by which income should increase if children are asked to leave school
to contribute is less of a factor with the reported change in overall economic
conditions. It could be, for example, that even if income increased somewhat,
households might still report that they were better off the year before if
increases in living costs outstripped the increase in income.

8. This estimate is based on the assumption that partial primary education corre-
sponds to 3 years of education, primary completed to 6 years, partial secondary
to 9 years, secondary completed to 12 years, and postsecondary to 14 years.

9. The same regressions run on the subsample of individuals living in rural areas
(not shown) produced similar, albeit slightly weaker, results. The estimated
returns were higher for people living in urban areas.

10. Even with this type of underlying mechanism in mind, the very large return
estimated in model 3 in table 8.11, in which the household head’s education
has a direct effect on income, appears unrealistically high. One likely reason
is that the variation in the education of heads of households is relatively small.
Model 3 attempts to use the variation in the household head’s education
interacted with the time it takes to reach a secondary school to predict average
household education at the same time it is used to predict income conditional
on predicted education. This is asking quite a lot from that variable, and in fact
the household head’s education has a large and negative effect on income
(conditional on predicted education), which does not make much sense.

11. Excluding the time-to-school variables along with the interaction of the time it
takes to get to a secondary school with the educational attainment of the head
allows testing of the overidentification restrictions. Contrary to the analogous
model in table 8.11, the overidentifying restrictions easily pass the test.
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CHAPTER 9

Child Labor and Youth
Employment in Ethiopia

Lorenzo Guarcello, Scott Lyon, and Furio Rosati

Youth unemployment and underemployment represent growing concerns
worldwide. In 2002, some 88 million young people (those ages 15-24)
were unemployed, representing about 41 percent of the world’s unem-
ployed, according to the International Labour Organization (ILO 2004).
Young workers everywhere have much higher rates of joblessness and
much lower earnings than older workers. In many countries young people
are also concentrated in low-skill informal work or in hazardous forms
of work that are ill-suited to their age and experience. Employment
outcomes are typically worst for former child laborers and other early
school leavers, groups with the least opportunity to accumulate the
human capital needed for gainful employment.!

The challenge of youth employment is especially great in Sub-Saharan
Africa, where people ages 15-24 account for 36 percent of the working-
age population. The number of young people looking for work is expected
to increase by 28 percent—an additional 30 million people—over the next
15 years. Failure to address youth employment issues will have ominous
consequences for the economy and society. Without opportunities for
young people to earn a living, intergenerational cycles of poverty will
persist, exacerbating problems in societies already made vulnerable by
HIV/AIDS, food insecurity, and violence.
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The problem of youth unemployment is particularly acute in Ethiopia,
home to one of the largest youth populations in Sub-Saharan Africa. The
lack of employment opportunities for young people is among the critical
development challenges facing Ethiopia and a key barrier to national
efforts toward meeting the Millennium Development Goals. Only about
40 percent of Ethiopian children complete primary education, and just
13 percent are enrolled in secondary education, meaning that most young
people enter the labor market with low levels of human capital (see
chapter 7 of this volume).

The specific factors affecting youth employment in Ethiopia have
received little research attention. There is, therefore, limited empirical
basis for formulating policies and programs promoting youth employ-
ment and successful school-to-work transitions in Ethiopia. This chapter
aims to begin to fill this gap, by analyzing a set of youth employment
indicators drawn primarily from the 2001 Ethiopia Labour Force Survey.
The chapter looks at the labor market outcomes of young people and
key factors influencing these outcomes, including early labor market entry
and human capital accumulation. It also examines the process of labor
market entry and the duration of the transition from school to work.

National Context

This section describes the main features of Ethiopia as background for
understanding both child labor and youth employment in the country.

Macroeconomic Trends

Ethiopia has witnessed high but erratic output growth since the end of
the civil war in 1991. Growth has averaged about 6 percent a year, one of
the most rapid rates in Africa. Year-to-year fluctuations in economic per-
formance, however, have been large (table 9.1). Annual growth ranged
from 1 percent to 10 percent between 1991-92 and 1997-98 (Easterly
2002, as cited in World Bank 2005).

Despite the government’s commitment to agriculture-led develop-
ment, the main sources of growth have been nonagricultural, led by the
service and industrial sectors. Annual growth in the agriculture sector
averaged about 3.6 percent a year between 1992 and 1996, and then
decreased to 2.3 percent a year between 1997 and 2000, while services
grew about 9 percent a year. Though much smaller, industry contributed
as much to growth as agriculture between 1992 and 2000 (Easterly
2002, as cited in World Bank 2005).
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Table 9.1. Macroeconomic Indicators for Ethiopia, 1982-2001

Sector or indicator 1982-86 1987-91 1992-96 1997-2001
Average annual percentage change

Real GDP -04 39 46 4.7
Real GDP per capita -30 09 1.8 20
Agriculture -15 55 36 23
Industry 6.2 -53 84 6.1
Percentage of GDP

Gross domestic investment 135 13.8 144 163
Gross domestic savings 57 7.1 58 3.1

Source: Data on agriculture and industry are from ECA (2002) and MEDaC (1999, 2000). All other data are from
World Bank (2002), as cited in Denu, Tekeste, and van der Deijl (2005).

Levels of poverty are very high in Ethiopia, with annual per capita
income in 2003 standing at just US$102 (about US$800 in purchasing
power parity; MOFED [2002], as cited in Denu, Tekeste, and van der Deijl
[2005]). In 1999, about 44 percent of the population lived below the
poverty line ($1.50 in 1993 purchasing power parity; World Development
Indicators 2000 data, as cited in Getachew and Kallaur [2005]). World
Bank poverty assessments point to a rise in urban poverty over the past
decade and to only a marginal decline in rural poverty (MOFED [2002],
as cited in Getachew and Kallaur [2005]).

Demographic Trends

Ethiopia has undergone rapid population growth in recent decades. The
population was estimated at 73 million people in 2005, making Ethiopia
the second most populous country in Sub-Saharan Africa after Nigeria.
Ethiopia’s population is heavily concentrated in the young age cohorts,
with more than half the population under age 25. People 65 and older
represent just 3 percent of the total population, a reflection of Ethiopia’s
life expectancy of just 44 years (UN population data for 2001, as cited
in Getachew and Kallaur [2005]).

The proportion of people ages 15-24 increased over the past two decades,
rising from 14 percent of the population in 1984 to about 20 percent in
2005. The youth population is projected to grow in absolute terms, from
about 15 million in 2005 to 26 million in 2030, but it will remain at
about one-fifth of the population (Central Statistical Authority, as cited
in Getachew and Kallaur [2005]).

Labor Market Characteristics
Rapid population growth during recent decades has resulted in a large
increase in the labor force (figure 9.1). The national labor force included
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Figure 9.1. Ethiopia’s Labor Force Tripled between 1960 and 2002
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Source: Central Statistical Authority (various years), as cited in Denu, Tekeste, and van der Deijl (2005).

an estimated 32.2 million people in 2005, up from 12.9 million people in
1984. The labor force is projected to double again over the next 25 years,
placing a huge strain on the labor market even under the most optimistic
growth scenario.

More than 80 percent of the labor force is employed in subsistence agri-
culture, with little difference in labor force composition between young
people and adults. Most people with jobs cannot read or write and work
in the informal sector as casual workers (Central Statistical Authority, as
cited in Denu, Tekeste, and van der Deijl [2005]).

The activity rate of the working-age population was 72 percent in 1999,
one of the highest in the world. Underemployment is prevalent, however,
because economic necessity dictates that individuals secure some form of
work when no full-time jobs are available. Informal sector work is there-
fore important, with the sector employing some 4.8 million people in
1999 (Denu, Tekeste, and van der Deijl 2005). Open unemployment is
confined largely to the middle class, with people awaiting positions in the
public sector accounting for a significant share (Woldehanna, Guta, and
Ferede 2005).

Education Trends

Educational attainment in Ethiopia is very low: in 2004 the average male
adult had completed 1.8 grades, the average female had completed just
0.9 grades, and only 5 percent of the population had some secondary or
higher education (Getachew and Kallaur 2005).
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Figure 9.2. Gross Primary School Enrollment in Ethiopia More Than Doubled
between 1995 and 2003
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A major government effort in recent years has led to significant progress
in expanding access to education (figure 9.2). Between 1995 and 2003 the
primary gross enrollment ratio more than doubled (from 26 percent to
64 percent) and secondary gross enrollment almost tripled (from 7 percent
to 19 percent). Primary school enrollment rose from 2.64 million students
in 1994 to 8.74 million students in 2003, while enrollment in secondary
school increased from about 357,000 students in 1994 to more than
586,000 in 2003 (Ministry of Education 1999, 2003).

Despite such improvement, universal primary enrollment remains a
distant target, especially in rural areas, where primary enrollment is less
than half that in cities and towns. Disparities between girls and boys are
also significant. The primary gross enrollment ratio was 75 percent and
the secondary gross enrollment ratio 24 percent for boys in 2003, while
the corresponding figures for females were 54 percent and 14 percent.
Rural girls are particularly disadvantaged with regard to education
opportunities (Ministry of Education 2003).

Child Labor

In Ethiopia, as in several other Sub-Saharan Africa countries, a large
proportion of the labor force enters the labor market before age 15,
with little or no formal education. For better or worse, children’s work
represents an important avenue of access to the labor market. An
analysis of youth in the labor market would therefore not be complete
without considering early labor market entry and the consequences of
early entry for labor market outcomes.
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Child Involvement in Economic Activity

Ethiopia has one of the highest rates of child labor in the world. Half of
all 5- to 14-year-olds—more than 7.5 million children—were involved in
economic activity in 2001.2 Child labor is closely related to youth labor
market outcomes because early experiences in the labor market can sig-
nificantly influence lifetime patterns of employment, earnings, and unem-
ployment. With low levels of human capital, former child laborers are at
a particular disadvantage in finding and maintaining a place in the adult
labor force.

Child economic activity rises sharply with age (figure 9.3), but 40 per-
cent of even the youngest children (those ages 5-9) are involved in
economic activity. Rural children and boys face the greatest risk of
involvement in child labor: 54 percent of rural children ages 5-14 are
involved in economic activity, compared with only 15 percent of their
urban counterparts (table 9.2). The economic activity rate of boys
exceeds that of girls by 20 percentage points, although this difference
does not take into account the performance of household chores, such as
water and fuelwood collection, which are typically the domain of girls.

Household demand for labor has been identified as the most important
reason for not sending children to school in Ethiopia (Yamano 2000).
Indeed, children’s productivity often constitutes a vital component of
household survival strategies. Although the marginal productivity of a
child worker is about one-third to one-half that of a working adult
man (Cockburn 2002), each working child contributes 4-7 percent of
a household’s income in rural areas (and the contribution can reach as
high as 50 percent).

Figure 9.3. Rural Residents and Boys in Ethiopia Are More Likely to Work as Children
Than Urban Residents and Girls
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.
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Table 9.2. Work and School Activity of Ethiopian Children, by Age, Gender, and
Urban-Rural Location

Gender  Onlyin  Onlyin ~ Combining Neither in

Age and work school work and schoolnor  Inwork  In school
group  location (1) 2) school (3) working (4)  (1)+(3) (2)+(3)
5-9 Male 36.2 15.0 124 364 48.6 274
Female 24.3 16.8 5.7 533 30.0 225
Urban 20 674 3.1 275 5.1 705
Rural 334 10.2 9.7 46.6 431 199
Total 30.3 159 9.1 44.7 394 250
10-14  Male 376 220 36.2 42 738 582
Female 34.8 29.1 175 185 524 46.7
Urban 57 729 17.2 4.2 229 90.1
Rural 415 173 28.8 124 704 46.1
Total 36.3 255 27.1 11.1 634 526
5-14 Male 36.8 18.1 22.7 224 59.5 40.8
Female 288 220 10.8 385 395 328
Urban 39 70.3 106 152 145 809
Rural 36.8 132 17.7 323 54.5 309
Total 329 20.0 16.8 303 49.7 36.8

Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

Very high levels of child labor translate into very low levels of school
enrollment. Only 28 percent of 6- to 9-year-olds, and a little more than
half of 10- to 14-year-olds, are enrolled in school. Nonentrance and late
entrance in school are both important concerns; 63 percent of children
ages 10-14 have no formal schooling, and many more from this age group
enter school after the official starting age of six. Those managing to enroll
in school, however, tend to remain well into their teens. Indeed, children
entering school do not leave, on average, until after their 19th birthdays.

Low enrollment is primarily a rural problem: enrollment for 6- to 14-
year-olds in urban areas exceeds 80 percent, but only 30 percent of rural
children 6-14 are enrolled in school. Some 71 percent of rural 10- to
14-year-olds have never entered school, compared with only 17 percent
of their urban counterparts. Girls are disadvantaged compared with
boys, with rural girls least likely to benefit from schooling opportunities.

What Kinds of Work Do Children Perform?

The agriculture sector absorbs 80 percent of children involved in economic
activity. Just 12 percent work in services and 4 percent in manufacturing.
More than 90 percent of working children work for their families without
wages; just 2 percent work outside the family for wages.
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The composition of children’s work changes somewhat as they age
and are able to take on more complex tasks. Older children are slightly
less likely to work in agriculture and more likely to work in manufactur-
ing and services. They are also slightly more likely to take on wage work
and self-employment outside the family unit.

The composition of children’s work in urban and rural areas differs sig-
nificantly, a reflection of underlying differences in rural and urban labor
markets. Virtually all rural child workers work in family-based agriculture.
In contrast, in urban areas the service sector is the most important source
of child work, accounting for 42 percent of urban child workers; agriculture
ranks second, accounting for 30 percent of urban child workers.
Construction (including mining and quarrying; and electricity, gas, and
water) and manufacturing are also important in urban areas, with 17 per-
cent of urban children working in construction and 11 percent working in
manufacturing. More than a third of child laborers work outside the family
in urban areas, compared with only 4 percent of their rural counterparts.

Labor Market Status of Young People in Ethiopia

This section describes the labor situation of young people in Ethiopia.

Time Use

Most Ethiopians between the ages of 15 and 24 are working. Almost three-
fourths of them are employed, while less than one-fifth are involved in
some form of education or training. Another 5 percent are actively seeking
work but unable to find it.3 Some 13 percent of young people are “inac-
tive,” that is, neither in the labor force nor in education, a category that also
includes discouraged workers and disabled people.*

These aggregates mask large variations in time use by age. This is not
surprising because the 15-24 age range is a period of transition from ado-
lescence to adulthood and from education to working life. Relatively few
Ethiopians remain in school past their teens. Young adults (ages 20-24)
are more likely than teenagers (ages 15-19) to be in the labor force (both
employed and unemployed), although the labor force participation rate
of teenagers is also very high (more than 70 percent).’ Young adults are
more likely than teenagers to be inactive, owing in part to the fact that
young adulthood coincides with the beginning of childbearing for most
Ethiopian women.

The time-use profiles of young Ethiopians are also strongly affected by
underlying differences in the rural and urban labor markets. Compared
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with rural youth, urban youth stay in school longer and join the labor
force later. Involvement in education is more than three times higher for
urban youth than for rural youth, while the employment rate of rural
youth is almost twice that of their urban counterparts. Measured unem-
ployment is much higher among urban youth, while underemployment
may be more of a problem among rural youth.

Unemployment
Unemployment is the most important measure of the labor market
difficulties of young people. Prolonged unemployment early in life may
permanently impair a person’s productive potential (and therefore
employment opportunities), leading to serious social adjustment difficul-
ties. In Sub-Saharan Africa, whether a young person has a job can often
determine on which side of the poverty line his or her household lays.°
Levels of measured unemployment are relatively low among young
people in Ethiopia: almost 5 percent of all 15- to 24-year-olds and over
6 percent of those in the labor force are unemployed (see table 9.3).
Levels of joblessness (the sum of unemployed and inactive), arguably

Table 9.3. Youth Unemployment, Inactivity, and Joblessness Indicators in Ethiopia,
by Age Group, Gender, and Urban-Rural Location

Unemployment Unemployment
ratio® rate® Inactivity® Joblessness?

Item (percent) (percent) (percent) (percent)
Age range
10-14 12 19 99 11.2
15-17 2.2 3.1 85 10.7
18-19 58 7.8 14.0 19.8
20-24 6.0 74 15.1 210
15-24 49 64 13.0 17.8
Gender
Male 34 4.0 32 6.7
Female 6.1 89 215 276
Location
Urban 9.7 186 117 214
Rural 37 46 132 17.0

Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

a. Unemployment ratio refers to total unemployed expressed as a proportion of total population in same age
range.

b. Unemployment rate refers to total unemployed as a proportion of total work force in the same age range.

c. Inactivity rate refers to people who neither attend school nor work nor are classified as unemployed, as a propor-
tion of total population in same age range.

d. Joblessness refers to total number of jobless people as a proportion of total population in same age range.
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a better measure of youth employment disadvantage because it also
captures discouraged workers, are higher.” Some 18 percent of all 15- to
24-year-olds and 28 percent of 15- to 24-year-old females are jobless.
Unemployment and joblessness are lower for the 10-17 age group,
perhaps indicating that youth who enter the labor market with higher
levels of human capital face more difficulties finding employment.
These levels place Ethiopia in the middle range of countries in Sub-
Saharan Africa (figure 9.4).

Young people in urban Ethiopia are much more likely to be unem-
ployed than their rural counterparts, underscoring the different nature of
the urban and rural economies, in particular the important role that the
agriculture sector plays in absorbing young rural workers. High public
sector wages are a possible cause of unemployment among urban young
people. Differences in urban unemployment levels begin to emerge at age
17 and peak at age 23, when 20 percent of urban youth are unable to find
work, compared with 3 percent of their rural counterparts (figure 9.5). For
the 15-24 age group as a whole, urban residents are three times as likely
as rural residents to be unemployed.

While measured youth unemployment appears to be primarily an urban
phenomenon, data on hours worked suggest that youth underemploy-
ment may be more prevalent in rural areas.® Urban workers work more
hours per week than rural workers for all age cohorts beyond age 15
(though seasonality may explain some of the difference; figure 9.6).°

Figure 9.4. The Unemployment Ratio and Rate of Joblessness among 15-to 24-Year-
Olds in Ethiopia Are About Average for Sub-Saharan Africa
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Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
(SFSI) Database.
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Figure 9.5. Youth Unemployment Ratios in Ethiopia Are Much Higher in Urban Than
in Rural Areas
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

Figure 9.6. Urban Workers in Ethiopia Work Many More Hours per Week
Than Rural Workers
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

The correlation between age and employment appears to depend on
location. In cities and towns the risk of unemployment rises sharply as
youth grow older, while in rural areas unemployment varies little by age.

Unemployment indicators differ by gender. Across all ages, female
youth are more likely to be unemployed and much more likely to be job-
less than male youth (table 9.3). Females are also significantly overrep-
resented among inactive young people, a category that includes people
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performing household chores and other forms of noneconomic work
typically assigned to females.!°

The 2001 Ethiopia Labour Force Survey does not provide data on the
duration of unemployment. Evidence from the 2003 Urban Biannual
Employment Unemployment Survey (CSA 2003) suggests that much of
urban youth unemployment is structural rather than transitory. About one-
third of unemployed teenagers and almost half of unemployed young
adults had been without a job for at least a year at the time of the 2003 sur-
vey (figure 9.7). Even more worrisome is that the share of youth with very
long spells of unemployment (more than two years) increases with age.

Unemployment and jobless rates do not fully capture youth difficul-
ties in the labor market. In fact, in countries such as Ethiopia, where
poverty is widespread, the unemployment rate may be misleading
because many youth are simply too poor to be unemployed and must
take up work regardless of its quality, decency, or level of remuneration.
Obtaining employment itself is therefore an insufficient condition for
successful entry into the labor market; indicators reflecting the conditions
of the employed are also critical to assessing the labor market success of
young people.

Nonwage labor performed within the household is by far the most
important form of youth work: more than two of every three employed
young people work without monetary wages for their families (table 9.4).

Figure 9.7. The Duration of Urban Unemployment in Ethiopia Is a Cause for Concern
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Source: 2003 Urban Biannual Employment Unemployment Survey, as cited in Denu, Tekeste, and van der Deijl
(2005).
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Of the remaining working youth, 21 percent are self-employed!!; just
8 percent work for wages.!? Hence, most youth seem to be engaged in
nonpaying (or low-paying) activities. These aggregates mask large differ-
ences between the rural and urban youth labor markets. Unpaid family
work is preponderate in rural areas, while domestic employment, wage
employment, self~employment, and unpaid family work prevail in urban
areas. The agricultural sector absorbs most of Ethiopia’s labor force,
including workers ages 15-24. About 81 percent of employed youth are
engaged in agriculture, followed by 12 percent in services and 4 percent
in manufacturing. Differences by location are large (table 9.4). While agri-
culture predominates in rural areas, the services sector is the most impor-
tant source of youth employment in cities and towns, accounting for half
of all employed youth. The construction and manufacturing sectors are
also important in urban areas, accounting for 20 percent and 16 percent,
respectively, of total employed youth. The modality and composition of
employment vary somewhat by the age and gender of the worker. With
age, there is a shift away from family-based nonwage work toward wage
work and self-employment outside the family. Nonwage family work
nonetheless still accounts for more than half of total employment for the
20-24 age group. The sectoral composition of work changes little moving
across the 15-24 age spectrum. There appears to be a significant degree
of employment specialization by gender. Compared with male youth,
female youth are less likely to be in wage work and more likely to be in
unpaid family work; they are less concentrated in the agricultural sector
and more concentrated in the services and manufacturing sectors.

What do these breakdowns by employment modality and composi-
tion say about employment quality? The generally low level of wage
employment is significant, given that wage employment is typically the
most sought after form of work among young people and is most likely
to offer a measure of job stability and provide some form of benefits.
Informal farm work, by contrast, is typically low paid and seasonal, and
it does not constitute a reliable route out of poverty. In urban areas,
informal work frequently means insecure, nonfamily work in settings
where labor and safety regulations do not apply, leaving workers suscep-
tible to work place exploitation. According to the 2003 Urban Biannual
Employment Unemployment Survey, more than half of employed urban
youth are in the informal sector.!3

Labor Market Disadvantage
Comparing youth and adult unemployment rates provides some indication
of the extent to which young workers are disadvantaged relative to adults
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in securing jobs. Youth are more likely than adults to be unemployed, but
unemployment (expressed as a percentage of either the population or the
labor force) is relatively low for both groups (figure 9.8). The difference
between youth and adult unemployment levels is not large in comparison
with other countries in Sub-Saharan Africa (table 9.5).

The picture changes somewhat when rural and urban labor markets are
examined separately (figure 9.9). Rural youth appear to encounter little
difficulty in securing employment; rural unemployment is very low and
varies little across the 15-55 age spectrum. This is not the case for youth
living in cities and towns. The urban unemployment ratio peaks among 20-
to 24-year-olds but remains very high among the next population cohort

Figure 9.8. Youth Have Weaker Labor Indicators Than Adults in Ethiopia,
but Unemployment among Both Groups Is Low
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

Table 9.5. Ratio of Youth to Adult Unemployment Rates in Selected Sub-Saharan
African Countries

Country Total Urban Rural
Ethiopia 14 1.7 14
Burkina Faso 25 34 19
Burundi 09 33 03
Cameroon 5.1 40 15.7
Cote d'lvoire 1.9 16 46
Gambia, The 04 0.7 0.5
Kenya 39 3.7 39
Madagascar 1.5 2.2 13
Malawi 23 5.0 2.1
Mozambique 30 24 36
Sao Tomé and Principe 59 50 6.9
Uganda 1. 22 2.1
Zambia 29 3.7 2.5

Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001 and World Bank
Standard Files and Standard Indicators data sets.
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Figure 9.9. The Unemployment Ratio among Ethiopian Adults of All Ages Is Higher in
Urban Than in Rural Areas
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

(ages 25-29) before falling sharply thereafter. In many cases the period
required to settle into work extends well into adulthood.

Differences in youth and adult work characteristics also provide an
indication of youth labor market disadvantage. The sectoral composition
of youth and adult employment differs in urban but not in rural areas. In
urban areas, compared to youth, adult workers are more likely to work
in family farming and construction and less likely to work in services. In
both rural and urban areas, young workers are much more concentrated
in unpaid work and less concentrated in self-employment than adults.
Urban young people are much less likely to secure wage employment
than adults; about the same proportion of adults and youth work in the
informal sector (CSA 2003).

Young people in urban areas of Ethiopia face a significant labor market
disadvantage. Their unemployment and jobless rates are much higher than
those of adults, and they are only half as likely as adult workers to be in
wage employment. The disadvantaged position of youth in the labor mar-
ket can be associated with, or even the result of a difficult or inefficient
transition from school to the labor market.

The next section looks at this issue by constructing an indicator of the
duration of the school-to-work transition. As will be apparent later, such
a measure is not able to indicate precisely where the problem lays, but it
is a first and necessary step toward understanding the process by which
young people make the transition to working life.

Transition to Working Life

The transition to work can take two routes: through the schooling system
or directly from inactivity (or informal schooling) to the labor force. This
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section examines both routes to identify vulnerable groups and targets for
policies. It uses a synthetic indicator to provide an overview of the routes
young people take from education to the labor force.!* For the group
transitioning directly to the labor force, it examines the average age of
entry into the labor market.

A substantial number of children drop out of school very early. While
they are formally included in the youth transitioning through school,
their condition and the problems they face are likely to be closer to those
of children who never attended school.

The School-to-Work Transition
The average school-leaving age (that is, the starting point of the transition)
in Ethiopia is high compared with other countries in Sub-Saharan Africa
(figure 9.10). Most children entering school stay there well beyond the
basic cycle. To the extent that schooling is an indicator of human capital
levels and labor market preparedness, Ethiopians leave the schooling sys-
tem seemingly well-equipped for the transition to working life.!>

A number of caveats apply to this conclusion. First, as emphasized
below, not all young people transition through school. Second, a given
school-leaving age is likely to be associated with lower human capital
accumulation in less developed countries, as a result of frequent delayed

Figure 9.10. Ethiopian Youth Begin the Transition from School to Work Later Than
Youth in Other Countries in Sub-Saharan Africa

Ethiopia 19.4
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Mozambique 16.7 I
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Kenya - 17.7 I
Gambia, The - 17.4 I—
Cote d’lvoire 17.4
Cameroon 19.0 I
Burundi 18.8 I
Burkina Faso - 17.1 I
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001 and World Bank
Standard Files and Standard Indicators data sets.



198 Guarcello, Lyon, and Rosati

Table 9.6. School-to-Work Transition Points in Ethiopia, by Gender and
Urban-Rural Location

Children never

Children ever in school in school
Beginning point of  End point of transition Average age of
transition average age of Transition entering into
(average age of (entering into work duration work for the
Item school leaving) for the first time) (years) first time
Total 194 234 40 8.0
Male 196 239 43 8.1
Female 19.1 215 24 75
Location
Urban 19.3 234 4.1 9.5
Rural 189 236 4.7 8.0
Male urban 200 238 38 95
Female urban 188 238 5.0 95
Male rural 190 218 2.8 82
Female rural 17.5 19.5 20 7.0

Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2000, except “Children
never in school”data are from Ethiopia Labour Force Survey 2000.

entry into school, intermittent attendance, grade repetition, and poor
school quality and relevance.

The relatively high school-leaving age in Ethiopia is noteworthy, par-
ticularly against the backdrop of a low overall school enrollment rate
(table 9.6). The late average leaving age among youth who ever attended
school (19.4 years) underscores the importance of the selection process
associated with initial enrollment: those children with the opportunity
to get into school in the first place tend to stay there almost to the end
of their teens (figure 9.11).

The characteristics of the transition appear to depend significantly on
gender, on place of residence, and on the interaction between the two
(figure 9.12). Four patterns are evident:

e Male youth stay in school longer than female youth in both urban and
rural areas.

¢ The transition starts later in urban than in rural areas for both males
and females.

e Male and female youth in rural areas find employment more quickly
than their counterparts in urban areas.

¢ Female youth find employment more quickly than male youth in rural
areas. In urban areas the opposite holds true.
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Figure 9.11. Ethiopian Children Who Start School Tend to Remain in School through
Their Teens

school enroliment
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

Figure 9.12. Gender and Location Affect the Duration and Timing of the Transition
from School to Work in Ethiopia

female, rural {17.5 19.5
male, rural 19.0 21.8
female, urban - 18.8 23.8
male, urban - 20.0 23.8
T T T T T T T 1
17 18 19 20 21 22 23 24 25

age in years

Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2000.

The synthetic indicator does not permit conclusions to be drawn
about the “efficiency” or “success” of the transition in specific country
contexts. A better understanding of the transition period would require
integrating the analysis of optimal school-leaving age with the analysis of
employment search and labor force participation. Nonetheless, the syn-
thetic indicator does reveal two important features of the transition in
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Figure 9.13. Ethiopian Children Begin Work Much Earlier Than Children in Other
Countries in Sub-Saharan Africa
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Source: Understanding Children’s Work calculations based on World Bank Standard Files and Standard Indicators
(SFSI) datasets.

Ethiopia that fit within this more detailed analysis: the relatively late
starting age of the transition and its long average duration (four years).

An initial period of unemployment following schooling is not unusual,
because young people spend time looking for the best job match. In
Ethiopia, however, the length of this jobless period extends well beyond
what could plausibly be considered “wait” unemployment. Because long
periods of initial joblessness can translate into permanently reduced pro-
ductive potential and job prospects, this problem constitutes an important
policy concern.

Transitions Directly to Work

The majority of 15- to 24-year-old Ethiopians never enter school, transi-
tioning directly from inactivity to the labor force. Among these people,
the average child begins work at age eight, much earlier than in other
Sub-Saharan Africa countries (figure 9.13). Rural school nonentrants
secure employment earliest, though rural-urban differences in starting
age are not large (see table 9.6).

Child Labor, Human Capital, and Youth Labor
Market Outcomes

This section examines the consequences of child labor for human capital—
and thus for the labor market.
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Educational Attainment

Most young people in Ethiopia have had very little opportunity to
acquire human capital. More than 8.3 million 15- to 24-year-olds
(three-quarters of this age group) possess only a primary education or
less; 6.6 million of these people possess no formal education at all.
Limited formal education is much more common in rural areas than in
urban areas, and it is more common among young adults (ages 20-24)
than among teenagers (ages 15-19), indicating progress over time in
expanding access to basic level schooling.

These school nonentrants and early leavers are a serious policy concern,
because they are especially vulnerable to undesirable transition outcomes.
As children, school nonentrants are among the groups most vulnerable to
child labor, underscoring that the issue of finding satisfactory employment
as adults cannot be separated from the issue of child labor.!6

Human Capital Levels and Labor Force Status:

Descriptive Evidence

The rate of unemployment increases with education level, peaking among
those with higher education (figure 9.14). This partially reflects the fact
that less-educated young people begin their transition to work at an ear-
lier age and therefore have had longer exposure to the labor market and
more time to secure employment. In addition, because the reservation
wage is likely to rise with skill level, search time may increase with the

Figure 9.14. Employment Rates among Ethiopians Ages 20-24 Decrease with
Education, and Unemployment Rates Increase

\o\“ employment NS unemployment

Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.
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level of human capital. This finding itself, therefore, says little about links
between human capital levels and success in the labor market.

Educational attainment appears to have a positive influence on the
type of employment (table 9.7). More-educated workers are much more
likely to be in wage employment and much less likely to be in unpaid
work than their less-educated counterparts (figure 9.15).

Human Capital Levels and Labor Force Status:

Econometric Analysis

This section examines the determinants of youth employment, paying
special attention to the role of the stock of human capital with which
youth enter the labor market and to local labor market conditions. Youth
who enter the labor market with little or no education are more likely
to be employed than youth with more education. Whether this is due
to human capital or earlier entry in the labor market is impossible to
determine, however. In view of this problem, we try to identify whether
the effects of the explanatory variables considered vary with the level
of education. While this approach does not directly indicate the pos-
sible effect of human capital on employability, it may provide some
indirect evidence.

The sample is divided into five groups: never attended school, primary
school or less, some lower secondary school, completed lower secondary
school, and at least some higher education (including higher secondary).
Separate regressions are run on the employment probability on each of
these subsamples, using the explanatory variables described below. The
obvious problem of sample selection is exacerbated here by the fact that
the choice subsuming the selection is not generated by a bivariate normal.
One way to deal with this issue would be to estimate a selection model
and follow a generalized Heckman procedure. However, there is growing
evidence (consistent with current empirical practice) that once major
observable characteristics are taken into account, estimates of interest
often do not change with respect to the naive model. Moreover, there are
two potential costs to estimating the selection model. First, the bias in
the coefficients can sometimes be worse than in the naive model. Second,
the coefficients in the selection model can be much less precisely estimated,
especially if the instruments are weak.

For these reasons, both simple probit equations and selection models
are estimated here. The data sets do not offer a wide choice of instru-
ments, so household structure (number of adults and of siblings) was
used to identify the selection (school grade) equation.!” The focus is on
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Figure 9.15. The Higher Their Level of Education, the More Likely Ethiopians Ages
20-24 Are to Work in Wage Employment
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Source: Understanding Children’s Work calculations based on Ethiopia Labour Force Survey 2001.

the probit estimates, for reasons mentioned above and because the selec-
tion terms in the generalized Heckman model are not significant.

The 2000 Ethiopia Labour Force Survey does not contain a large amount
of information. In fact, only a few variables relevant to the analysis of
employment are included. The level of expenditure of the household,
household size, and home ownership (as a proxy for household wealth)
are used here. Because the data for household expenditures are available
only in categories and do not allow per capita expenditures to be com-
puted, household size is used to control for the number of household
members. The information is obviously very scant, so these results must
be interpreted with caution.

To eliminate possible biases in the results from the fact that some
youth do not live with their parent (or extended family), models were
estimated including and excluding youth who do not live at home. The
results do not show any significant difference.

To better reflect the large differences between rural and urban settings
in Ethiopia, all equations are estimated separately for rural and urban
areas. The effects of local labor market conditions on the probability of
being employed are proxied by two variables that should be related to the
supply and demand sides of the market. As an indicator of the condition
of demand, we used the adult (ages 25-55) employment-to-population
ratio. To proxy the supply side, we used the proportion of youth (ages
15-24) in the working-age population.

Defining the relevant local labor market is difficult empirically.
Several different approaches were followed. First, the local labor market
as defined at the administrative regional level was identified, computing
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all indicators for the 11 regions of Ethiopia. Anecdotal evidence of migra-
tion and labor market flows and discussion with labor market experts led
to the conclusion that the smaller administrative unit (that is, the zone)
covers too limited an area to define a local labor market. However, if it
is reasonable to assume that flows of work can occur within the rural and
urban areas of the same region, it is also true that the integration of rural
and urban labor markets may be far from perfect, especially in the short
to medium run (as a result of the cost of migration, difficulties commut-
ing, lack of information, and the like). For this reason, the indicators for
local labor markets were also computed separately for rural and urban
areas of each region.

We tried to exploit the information available on internal migration to
identify local labor markets. Obviously, administrative boundaries are
not adequate confines for an area’s economy. A local economy and its
labor market should be defined on the basis of the interrelationships
between buyers and sellers of labor. The only information available in
this respect is the flow of migrants across administrative zones. Using
this information, a two-way flow matrix was built, and normalized and
made symmetric. Each cell of the matrix reflects the gross flow of
migration between (to and from) a few zones.!® The application to this
matrix of hierarchical cluster analysis helped identify groups of zones
that are clustered together and hence can be defined as constituting a
local labor market. This kind of methodology involves a substantial
degree of value judgment because there are no general criteria for fix-
ing the threshold for the intensity of exchanges that define the local
labor markets.

Estimation Results
This section presents the results for the probit estimates of the proba-
bility of employment by level of education, with the standard errors
corrected for clustering. As expected, the results show large differences
between urban and rural areas and across levels of education (tables 9.8
and 9.9). In urban areas, the probability of being employed increases
with age only for youth with no education or less than primary educa-
tion. This could indicate that less-educated youth face fewer difficulties
finding employment, although the result may be biased by the fact that
there is too little variation in exposure to job searching for youth with
more than primary education.

Gender effects are large: the probability of a female being employed
is 14-22 percent lower than that of a male. The gender bias in employ-
ment is weaker for the less-educated and for the most-educated youth.
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The level of income or wealth, as proxied by the expenditure dummy
variables, is significant for less-educated youth; the effects of expenditures
on the probability of employment lose size and significance as the level
of education increases. If household resources are important for finding
a job, credit rationing or social networking might be important elements
in determining youth employment. However, this interpretation should
be taken with care because the data do not allow the exclusion from
household income of the income generated by possibly employed youth
(the data on expenditures are ranked in categories), hence reverse causa-
tion cannot be ruled out. Especially in poor households, where we expect
to find relatively less-educated youth, the additional employment of
one household member might substantially alter the expenditure level of
the household.

Local labor market conditions appear to substantially influence the
probability of finding employment. The regional adult employment ratio
is significant for all groups considered and indicates that an increase of
10 percentage points in the adult employment ratio increases the prob-
ability of youth finding employment by 10-25 percentage points. This
effect is stronger for youth who never attended school and substantially
weaker for other groups, especially youth with at least some higher edu-
cation. The supply of youth labor, as proxied by the share of young people
in the population, seems to negatively affect the possibility of finding
employment. The effect is larger for youth who never attended school
and smaller for other groups. It is not significant for people with some
higher education. Similar results are obtained when the labor market
conditions are computed only for the urban areas of each region (see
table 9.9). Local labor market conditions are hence important for deter-
mining youth employment, especially for youth with little or no education.
Not surprisingly, supply and demand conditions are most relevant for
the less-qualified work force, which is more exposed to the phases of the
economic cycle, because all the factors that put a wedge between the
economic cycle and firm employment behavior (labor hoarding, hiring
and firing costs, and the like) are far less relevant for these groups.

In rural areas, the results are similar but much more attenuated because
of the dominance of agricultural self-employment and underemployment.
The effect of age is present for the less-qualified work force but is much
smaller than that observed in urban areas.

Gender biases are large and somewhat more pronounced than in
urban areas, especially for youth with little or no formal education. The
link between household income and employment is weak and not
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well-defined, possibly because of the lack of employment opportuni-
ties or the prevalence of underemployment in the agriculture sector.

The adult employment ratio appears to have a positive effect on the
employment probability of youth. The effect is stronger for youth who
never attended school but overall much smaller than that observed in
urban areas. The relative size of the youth cohort is not significant for
any of the groups considered.

In short, there appears to be much less of a market for labor in rural areas
than in urban areas. The prevalence in agriculture of self-employment,
often subsistence employment—and hence underemployment—insulates
this part of the economy from the workings of a competitive labor market.

Policies and Programs for Youth Employment in Ethiopia

The government ministries in Ethiopia most directly concerned with
youth and the labor force are the Ministry of Youth, Sports, and Culture;
the Ministry of Education; the Ministry of Labour and Social Affairs
(MOLSA); and the Ministry of Trade and Industry.!® The policies with
arguably the most significant impact on youth labor force employment
opportunities are the education policy and the set of policies governing
micro- and small enterprises.

National Youth Policy

The Ministry of Youth, Sports, and Culture formulated Ethiopia’s first
National Youth Policy in March 2004, with the broad objectives of
encouraging the active participation of youth (defined as those ages
15-29) in the economic, social, and cultural life of the country and sup-
porting democratization and good governance. The policy was officially
launched in September 2004. Both the strategic plan and action plan are
still under preparation. The ministry and its regional bureaus (Bureaus
for Labour and Social Affairs—BOLSAs) are responsible for coordinat-
ing, integrating, and evaluating implementation of the policy.

The basic principles of the policy are to ensure that youth are active par-
ticipants in and beneficiaries of democratization and economic develop-
ment activities, to bring about unity, to allow youth to organize themselves
to protect their rights and interests, and to build capacity (through skills
training, for example). The policy addresses a wide range of issues, ranging
from HIV/AIDS to environmental protection and social services.

The youth and economic development policy sets out to facilitate the
participation of youth in the formulation, implementation, and evaluation
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of national development polices, strategies, and programs. It also promises
to facilitate growth of self-employment and formal and informal employ-
ment opportunities and to create favorable conditions for rural youth to
acquire farming plots and grazing lands on the basis of existing laws.

The youth, education, and training policy outlines a vision for creating
an enabling environment for youth to benefit from education and train-
ing and for out-of-school youth to develop their reading and writing skills
through adult education services. It acknowledges rural-urban, gender,
and interregional disparities in education participation and aims to work
toward reducing them.

Labor Proclamation 377/2003

Ethiopia’s Labor Law was proclaimed in 2003 to ensure that worker-
employer relations are governed by certain basic principles, to guarantee the
rights of workers and employers to form associations, and to strengthen and
define labor administration.?® The law applies to the entire labor force,
though some provisions may be more relevant for youth than others. Article
29 states that in the event of a reduction in the size of an organization’s
work force, the employer, in consultation with trade unions, shall give pri-
ority based on workers’ skills and productivity. In the case of equal skills and
productivity, the workers to be affected first by reduction should be those
with the shortest length of service and those with the fewest dependents.

Article 48 discusses apprenticeships and allows for contracts to be
formed with people at least 14 years old. The article covers the contents
of the contract, obligations of the parties, termination of a contract, and
certification. Article 110 includes provisions for the payment of benefits
to dependents and payment of funeral expenses (equal to at least two
months’ wages) in the case of work-related injuries. Because regulations
on formal and informal apprenticeships are the responsibility of MOLSA,
apprenticeship training centers are required to have a contract agree-
ment with relevant BOLSAs to ensure that they are in conformity with
the Labor Law.

Part of the Labor Law is devoted to 14- to 18-year-olds. The procla-
mation prohibits employment of people under age 14 and prohibits
employment of young workers for activities that endanger their lives and
health. Prohibited activities include the following:

e Work involving the transport of passengers and goods (by road, rail-
way, air, internal waterway, and docksides) or heavy lifting, pulling,
pushing, or any other related type of labor
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e Work connected with electric power generation plants, transformers,
or transmission lines

¢ Underground work (such as mining or quarrying)

e Work in sewers or tunnels

Article 90 states that the normal workday for young workers should not
exceed seven hours (one hour less than for other workers). In addition,
employers are prohibited from hiring young workers for overtime work or
work performed at night (between 10 p.m. and 6 a.m.), on weekly rest
days, or on public holidays.

Education Policy

In 1994, a new education policy that dramatically changed the education
system was introduced. The policy included a major supply-side push on
technical and vocational education and training (TVET) to facilitate the
school-to-work transition. Before 1994, primary school included grades
1-6, junior secondary included grades 7-8, and secondary school included
grades 9-12. In grade 12, students took a school-leaving exam that
determined their eligibility to pursue higher education. Only a small
percentage of students could enroll in higher education. The majority of
students left school without any readily marketable professional or
technical skills.

The new education policy aimed to change this picture by focusing on
producing a skilled labor force rather than a large cohort of relatively
unskilled secondary school graduates. Grades 1-8 are now considered pri-
mary school and grades 9-10 the first cycle of secondary school. Both lev-
els provide general academic education. A national exam is given upon
completion of grade 10, with those who score well promoted to the second
cycle of secondary school (grades 11 and 12), which is considered college
or university preparatory. Those who do not score well enough to continue
in secondary school have the opportunity to pursue formal TVET, which
takes one to three years. One- and two-year training programs (known as
“10 + 1”and “10 + 2”) are considered certificate level, while three years of
training (“10 4+ 3”) is considered diploma level.

A pilot tracer study of TVET is currently under way to gather infor-
mation on graduates, including their employment status, to see if the
new system is effective. The Ministry of Education is also working on a
study, in cooperation with Deutsche Gesellschaft fiir Technische
Zusammenarbeit, of the projected demand for mid-level human
resources to better understand current skill gaps in the labor force and
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thus to inform education policy. The Ministry of Education has formed
a stakeholder network, which includes employers, to help prepare the
TVET curriculum. Since 1999, the Ministry of Education has offered
summer training for teachers of technical and vocational education to
improve the quality and practical relevance of its programs. It continues
to face the challenge of making its programs responsive to the changing
needs of the market.

Education Sector Development Program Il

The main objectives of the education sector in Ethiopia are to ensure
access to a good-quality primary school education for all children by 2015
and to create a skilled labor force at all levels. The government developed
its Third Education Sector Development Program (ESDPIII), covering
2005/06-2010/11, to continue implementation of its education policy.
TVET, along with general tertiary education, is a major element of the
ESDPIII, reflecting the government’s belief that encouraging and equip-
ping youth (through a strong skills-based training program) to become
self-employed is an important way to reduce youth unemployment.

According to the action plan, the government will

¢ provide relevant and demand-driven education and training by monitor-
ing the labor market and reorienting and refocusing the TVET system;

¢ provide education and training for basic- and junior-level trainees;

e ensure the quality of TVET by establishing a testing system through-
out the country in all trades;

* regard income-generating activities as a source of income and a compo-
nent of training to reduce government allocations to the TVET sector;

¢ develop demand-oriented curricula based on occupational standards
by involving experts from the work world;

e completely revise the curricula of technical teacher training institu-
tions at universities and institutes to improve instruction; and

e use aptitude tests to avoid rigid trainee selection placement procedures.

To increase the efficiency of TVET, the Ministry of Education issued
a proclamation in March 2004 providing procedural guidelines on preac-
creditation, accreditation, internships, certification, board and council
establishments, vocational guidance and counseling, cost sharing, and
production centers. It also issued a handbook on the development of
occupational standards.
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Micro- and Small Enterprises Development Strategy

In recognition of the economic and social role of micro- and small enter-
prises in providing goods and services, creating employment opportunities,
and generating income, the Ministry of Trade and Industry formulated the
micro- and small enterprises development strategy in 2004. The strategy
defines microenterprises as formal or informal enterprises with paid-up
capital not exceeding Ethiopian birr (Br) 20,000 (US$2,300). Small enter-
prises are defined as firms other than high-tech firms with paid-up capital
of Br20,000-50,000 (US$2,300-$5,750). The objectives of the strategy
are to

e strengthen micro- and small enterprises to facilitate economic growth
and bring about equitable development;

e create long-term jobs;

e strengthen cooperation among micro- and small enterprises;

¢ provide a basis for medium- and large-scale enterprises;

® promote exports; and

¢ balance preferential treatment between micro- and small enterprises
and medium- and large-scale enterprises.

The strategy gives priority to enterprises operated by women. It also
favors enterprises operated by school dropouts, people with disabili-
ties, and previously unemployed youth. It outlines key limitations faced
by micro- and small enterprises and sets out the goal of providing the
following kinds of support: credit services, entrepreneurship and busi-
ness management training, appropriate technology research, market sup-
port, information and counseling, business development services, and
infrastructure provision, including roads, electricity, and water and access
to land and work places.

Industrial Development Strategy

The Ethiopian industrial development strategy, formulated in 2001, rec-
ognizes the private investor as the engine for industrial development and
encourages the development of labor-intensive industries. The strategy
underlines the importance of micro- and small enterprises, recognizing
the role these enterprises play in youth employment. It acknowledges
micro- and small enterprises as important vehicles in ameliorating unem-
ployment and boosting investment and savings. These enterprises are
second only to the agriculture sector for employment generation.
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Licensing and Supervision of Microfinance Institutions

The National Bank of Ethiopia has the authority to license and supervise
microfinance institutions, which must adhere to its regulations. To operate
legally, microfinance institutions must be licensed, which requires mini-
mum paid-up capital of Br200,000 (US$23,000). This amount was set
fairly low to attract investors to the microbanking sector. Some micro-
finance institutions were originally founded by nongovernmental organiza-
tions, but a change in the law means that a minimum of five shareholders is
required to operate a microfinance institution, so many are jointly owned by
a mixture of public, nongovernmental organization, and private sharehold-
ers. The National Bank of Ethiopia’s loan policy requires that microfinance
institutions give preference to poor rural farmers and microeconomic activ-
ities of rural and urban communities with small cash requirements.

Until the law was amended, the minimum annual interest rate paid on
savings and time deposits of microfinance institutions was 7 percent, and
individual microfinance institutions could set their own interest rates on
loans, up to a maximum of 15.5 percent a year. Since the change in the
law in 1998, each institution’s board of directors can set interest rates on
loans and advances. The minimum interest rate payable on savings and
time deposits was also amended and lowered to 6 percent. The cap of
Br5,000 (US$575) per loan was relaxed to accommodate borrowers who
needed medium-size loans—more than microfinance institutions could
offer but not enough to access credit from commercial banks. Currently,
microfinance institutions can offer up to 20 percent of their annual lend-
ing amount in loans larger than Br5,000.

HIV/AIDS Policy
Ethiopia’s HIV/AIDS policy was crafted in 1998—more than a decade
after the first reported AIDS cases—in response to the alarming spread
of HIV/AIDS. It contains several provisions relevant to employment.
Article 3, subarticle 3.3, states that no person should be forced to under-
go HIV screening for job recruitment purposes unless the nature of
the occupation requires such testing. Article 8, subarticle 8.2, outlines
the rights of people with HIV/AIDS for access to employment and asso-
ciated privileges, education and training facilities, and public facilities.
Subarticle 8.4 strengthens this provision by stating that people should
not be subjected to discriminatory practices on the basis of HIV/AIDS.
In 2003, the HIV/AIDS Prevention and Control Office developed
a mainstreaming guideline to provide both conceptual and practical
guidance and information on how government sectors should respond
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to the threat of the epidemic in the work place. The guideline empha-
sized mainstreaming HIV/AIDS awareness into routine operations of
all federal ministries and organizations to encourage prevention. MOLSA
was requested to incorporate HIV/AIDS awareness in its development
plan, strategies, and policies; to undertake studies on the impact of
HIV/AIDS on women, youth, and children; and to coordinate and
assist relevant organizations in eliminating HIV/AIDS.

Through MOLSA’s Labour Affairs Department, the ministry is sup-
posed to provide guidance on employment procedures and the labor law
to prevent mandatory preemployment and periodic medical checkups
for HIV/AIDS. It is supposed to develop and disseminate a national
HIV/AIDS code of conduct for the work place. Through its Children
and Family Affairs Department, MOLSA is required to establish and
strengthen youth anti-AIDS clubs and peer-to-peer leadership forums to
combat the epidemic.

Conclusions and Policy Recommendations

Despite recent increases in enrollment rates, young people in Ethiopia
enter the labor market with very low levels of human capital. This is
especially true in rural areas, where more than 70 percent of 15- to
24-year-olds have never attended school and only 17 percent have
attended primary school. In urban areas the situation is less dramatic,
but even there about 30 percent of young people have no more than
a primary education, while another 24 percent have not completed
lower secondary school.

These low levels of educational attainment result in a large number
of youth who enter the labor market at an early age. By age 18, about
80 percent of rural residents and 40 percent of urban residents are
working. Gender differences are large, especially in rural areas, where
females are much less likely than their male counterparts to be in
formal employment.

Strong rural-urban differences also characterize the status of young
people in the labor market. In rural areas, youth unemployment is low
(about 4 percent), transition from school to work for the few who
attend school is about two years, and youth workers are not disadvan-
taged with respect to adult workers in either employment type or unem-
ployment. However, employment is overwhelmingly in the agriculture
sector (largely subsistence), labor income is low, and underemployment
is widespread.
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In urban areas, youth unemployment is high (almost 20 percent),
and the transition from school to work is more than twice as long as
in rural areas. Urban youth are at a disadvantage with respect to the
adult population in employment and type of occupation. In particular,
they face more difficulty finding wage jobs and employment in the
formal sector.

Education appears to help young people secure better jobs, but difficul-
ties in finding a job increase with the level of human capital. Unem-
ployment rates are also higher for better-educated prime-age adults. These
findings need to be interpreted with caution, however, because not enough
information is available to assess how much of the higher unemploy-
ment rate of the more educated may be “wait” unemployment.

The econometric analysis confirms most of the descriptive findings
and adds some insights on the effects of household background and local
labor markets. The estimates indicate that rural employment is less influ-
enced than urban employment by household characteristics and by the
status of the local labor market.

Household background characteristics, in particular the level of
expenditures, seem to affect the probability of employment, especially
for youth entering the labor market with low levels of human capital.
Although this result should be interpreted with care, it seems to indicate
that credit rationing and parental support are important determinants of
employment probability.

Local labor market conditions influence the probability of employ-
ment, especially but not exclusively for youth with low levels of human
capital. Youth employment appears to respond to the demand for labor
and to the relative supply of young people. Macroeconomic improve-
ment is thus likely to help reduce the labor disadvantage of youth.

Several policy issues emerge from this research:

e The very high levels of child labor and associated very low levels of
school attainment affect patterns of employment (unemployment),
job quality, and remuneration later in life. Developments in the
education sector have resulted in some progress in raising atten-
dance, but addressing the access and quality issues influencing par-
ents’ decisions to enroll their children in school remains a major
challenge in rural areas. Developing and expanding policies designed
to offset or minimize the opportunity costs of rural children’s time
in school—such as flexible school scheduling designed around the
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agricultural seasons or school attendance incentive schemes—may
hold promise.

A large number of youth in the labor market have very low levels of
human capital. Even if the general enrollment situation improves,
the current generation of young people will have few chances to see
real changes in their circumstances. More investment in special train-
ing and skill formation activities is therefore needed in parallel with
broader education expansion efforts to improve the employment
prospects of this stock of low-educated or uneducated youth.
Unemployment is higher among the minority of youth (primarily
urban) with higher levels of human capital. More information is needed
to identify the causes of this phenomenon and to distinguish volun-
tary from involuntary unemployment. Distinguishing between wait
unemployment and an employability problem is important in formu-
lating policy, especially because successful education policies will
substantially increase the relative number of educated youth in the
labor market in the near future. An assessment of the determinants of
excess unemployment and of the education-specific unemployment
of youth will be essential to designing appropriate policies.
Although a number of labor market surveys have been carried out in
Ethiopia, especially in urban areas, information gaps persist, prevent-
ing a complete picture of the youth labor market situation from being
drawn. It would be useful to introduce minor changes in the current
survey instruments to fill these gaps. The addition of a few retrospec-
tive questions could go a long way in compensating for the absence of
panel data.

Low skill levels and the likely impact of credit rationing have negative
effects on youth labor force outcomes. These results underscore the
relevance of the government’s micro- and small enterprise develop-
ment and microfinance strategies. Unfortunately, no information is
available for an assessment of the impact of such strategies. Filling
these gaps should be a priority.

The strong role that labor market conditions play in determining the
probability of employment indicates that macroeconomic growth is
crucial to youth employment and that youth employment hinges to a
large extent on the success of national development policies. The fact
that labor market effects are particularly strong for the less-educated
labor force points to the special vulnerability of these groups and to
the need to introduce risk-reduction policies.



220 Guarcello, Lyon, and Rosati

Notes

1. A longer version of this chapter is available as “Child Labor and Youth
Employment: Ethiopia Country Study,” (Guarcello and Rosati 2007).
Data tables supporting the assertions in this chapter can be found in the
longer version.

2. “Child economic activity” is used as a proxy for child labor in this chapter.
Technically, child labor is a narrower concept than child economic activity,
referring only to those forms of work that are injurious, negative, or undesirable
for children and that should be targeted for elimination in accordance
with International Labour Organization Conventions 138 (minimum age)
and 182 (worst forms). Economically active children include all children
performing at least one hour of economic activity during the reference
week. Economic activity is defined in the sense of the System of National
Accounts and corresponds to the international definition of employment
adopted by the 13th International Conference of Labour Statisticians in
1982. Economic activity covers all market production (paid work) and cer-
tain types of nonmarket production (unpaid work), including production of
goods for own use. It excludes household chores performed by children in
their own household.

3. The data do not allow us to unambiguously identify youth who are both
working and attending school. An employed person is someone who is
involved in paid employment, at work, or has a job but is not currently at
work. This includes people waiting to rejoin employment and employers or
people in self-employment. This category should include unpaid family
laborers who hold jobs in a market-oriented establishment irrespective of
the number of hours worked during a reference period. However, some
countries set a minimum time criterion for including unpaid family labor-
ers among the employed. Usually, if a person works more than seven hours
a day, he or she is considered employed. An unemployed person is a person
who is without work, currently available for work, or seeking work by tak-
ing necessary steps to seek paid employment, such as applying for jobs or
registering with an agency.

4. The data do not allow us to clearly identify people with disabilities. Even
looking at the main reason for not attending school, we could identify only
2 percent of idle youth in the 15-24 age range as ill or disabled.

5. The unemployment rate (unemployment as a proportion of the total labor
force in the same age group) is actually higher for teenagers, because teenagers
are more likely to be in school and therefore outside the labor force.

6. Youth unemployment is included as an indicator for monitoring Millennium
Development Goal Target 16, to “develop and implement strategies for decent
and productive work for youth.” See http://millenniumindicators.un.org/
unsd/mi/mi_goals.asp.
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. Unlike unemployment, joblessness has the advantage of reflecting both

unemployed and discouraged workers (workers who have left or did not enter
the work force).

. According to the very broad definition of employment used in generating esti-

mates of employment, anyone who is undertaking economic activity for one
hour or more during the reference week is considered employed, even if he
or she is actively looking for additional work.

. In the 1999 Labour Force Survey, rural youth respondents did not indicate a

greater willingness or availability to work extra hours than their urban coun-
terparts, raising the possibility that rural youth may be working more hours
than reported.

Some forms of economic work, such as fetching water, are also included in
this category.

A self-employed person is one who performs some work for profit or family
gain, in cash or in kind. The remuneration is dependent on the profits derived
from the goods and services produced (own consumption from enterprise is
considered part of profits). The incumbent makes operational decisions
affecting the enterprise or may delegate decisions while retaining the respon-
sibility for the welfare of the enterprise. Self-employed people work in one-
person businesses that may include contributing family workers.

Wage employees are people who are remunerated by wages or salaries. Wage
employees may also receive remuneration in the form of commissions from
sales, price rates, bonuses, or in-kind payments. Basic remuneration is not
directly dependent on revenue of the unit one works for but on the explicit
(written or oral) or implicit employment contract. A wage employee may be
a regular employee with or without a fixed-term contract or a casual worker
without a contract.

The Ethiopia Labour Force Survey 2001 did not collect information on
informal sector work.

See chapter 7 of this book for development of the indicator.

This, of course, is a strong assumption because school quality, the relevance of
schooling to labor market demands, and student characteristics, among other
factors, also affect labor market preparedness.

In the absence of retrospective information on work involvement, it is not
possible to estimate the proportion of young people who worked as children.

The method used is that suggested in Bourguignon, Fournier, and Gurgand
(2001), who generalize the approach originally proposed by Lee (1983).

For a detailed description of the methodology followed, see Tolbert and
Killian (1987).
This section draws on Getachew and Kallaur (2005).

Ethiopia does not have an official employment policy or a minimum wage law.
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CHAPTER 10

Youth in the Labor Market and
the Transition from School to
Work in Tanzania

Florence Kondylis and Marco Manacorda

Like many Sub-Saharan African countries, Tanzania suffered from
severe youth unemployment and inactivity in urban areas in the 1990s
(Mjema 1997). Despite sustained growth in the second half of the last
decade, labor market outcomes have deteriorated (Government of
Tanzania 2003).

Unemployment is largely an urban phenomenon in Tanzania, but labor
market outcomes of rural youth are also weak. Rural children begin to
work very early in life, with little or no schooling or sometimes in combi-
nation with school (Beegle and Burke 2004; Beegle, Dehejia, and Gatti
2006). Most end up in low-productivity jobs on household farms. Poor
employment prospects may be a major reason behind increasing migra-
tion from the countryside to urban areas (U.S. Census Bureau 1995), even
in the face of poor and deteriorating urban labor market prospects.

This chapter aims to shed some light on youth unemployment in
Tanzania. It provides evidence on different dimensions of youth labor

The authors are grateful to Jean Fares, Marito Garcia, and seminar participants at the
workshop “Youth in Africa’s Labor Market,” held February 7, 2006, in Washington, DC,
for comments and suggestions.
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market performance from the 2000/01 Tanzanian Integrated Labour
Force Survey (NBS 2003). This large household survey, covering more
than 11,000 households, provides a rich array of information on employ-
ment, job search, schooling, training, and migration, together with basic
information on individual and household characteristics. This chapter
attempts to identify the determinants of youth labor market outcomes
and to tease out significant predictors of labor market success and failure
using simple regression tools.

The first section of this chapter presents an overview of the youth unem-
ployment problem. The second section presents the data as well as detailed
descriptive statistics on youth labor market performance. The third section
presents the regression results. The last section draws conclusions.

Why Is Unemployment Higher among Youth?

An extensive literature analyzes youth labor market outcomes and the
transition to adulthood in developed countries, especially the United
States (OECD 1996, 1998, 1999, 2000; Ryan 2001). Youth typically
display lower labor market attachment and have lower employment
rates than older workers (Rees 1986). Some of them are in school full
time or combine education with work; others devote time to job searching
or move from one job to another as part of their investment in human
capital or as a process of mutual information gathering with employers.
From this perspective, youth joblessness reflects a potentially efficient
mechanism of allocating workers to jobs. Lack of dependents and the
possibility of relying on parental support often make joblessness a less
painful alternative for young workers and less of a problem from the
viewpoint of social planners. Lower wages associated with lower experi-
ence levels or stronger preferences for leisure may also imply lower disu-
tility of not working.

Young people not only display higher rates of joblessness and unem-
ployment than adults due to frictional reasons at any given time, they also
appear to be more sensitive to the state of the economic cycle. The youth
unemployment problem in most developed countries (in particular, the
Organisation for Economic Co-operation and Development countries
following the oil shocks of the 1970s) has been attributed largely to the
weakness of the economy and to overall lack of labor demand (Rees 1986;
Freeman and Wise 1982; Blanchflower and Freeman 2000a, 2000b; ILO
2000; Card and Lemieux 2000). Disadvantaged youth in particular appear
to bear a disproportionate share of the cost of economic downturns or
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weak labor demand (Freeman 1991; Freeman and Rodgers 1999). The
vulnerability of youth to economic downturns results largely from their
lower levels of labor market skills (experience and sometimes education)
and lower labor market attachment (including lower job search), their
lack of employment protections, and hiring and firing rules that often
penalize recently hired workers.

Aggregate supply matters, too. For a given level of labor demand, an
increase in the proportion of youth in the labor market disproportion-
ately hurts youth. This is consistent with a world in which youth and
adults are only imperfect substitutes in production. Excess supply relative
to demand affects wages, employment, or both (Welch 1979; Card and
Lemieux 2001; Koreman and Neumark 2000). As young workers see
their employment prospects deteriorate, not only do they tend to work
less, they also respond with adjustments by staying in school, residing
with parents (Card and Lemieux 2000), and possibly committing crime
(Freeman 1996, 1999).

Much less is known about the behavior of youth in developing
countries. Rosenzweig (1988) and O’Higgins (2003) show that unem-
ployment and joblessness are higher among youth in many developing
countries. Guarcello and others (2005) document very high inactivity
rates among youth in 13 Sub-Saharan African countries. Other
researchers present similar pictures from other parts of the developing
world (see, for example, Rama [2003] for Sri Lanka).

A commonly held view about urban labor markets in developing
countries is that youth joblessness is a luxury accessible only to those
from more advantaged backgrounds, often proxied by their education.
Unemployment is often regarded as an option pursued by youth queuing
for jobs in the public sector or waiting to fill vacancies in the formal private
sector. In the presence of widespread poverty and the absence of public
provision of welfare, nonemployment is a not a viable option for the
poor, who have no choice but to make ends meet through informal and
casual work. From this perspective, the youth unemployment problem
should not on its face be a source of major policy concern, because it is
largely a voluntary phenomenon.

The rest of this chapter documents youth labor market outcomes in
Tanzania. It attempts to determine what role, if any, market forces play
in shaping these outcomes and how individuals respond to changing
economic incentives. It argues that youth joblessness is by no means a
voluntary phenomenon in Tanzania and suggests potential roles for
policy makers.
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Descriptive Evidence

This section presents data on individuals’ labor force status and school
attendance. It then examines the characteristics of youth who work
before focusing on youth who are out of work.

The Tanzanian Integrated Labour Force Survey

The Integrated Labour Force Survey is a large sample survey (43,558
individual observations in 11,158 households) collecting a rich array of
information on work activity, schooling, and job search. This section
draws on this survey to present evidence on teenagers (ages 15-19) and
young adults (ages 20-24)—collectively termed “youth”—relative to
prime-age adults (35-49). Separate results are presented for men and
women and for the main geographical areas of the country—Dar es
Salaam, other urban areas, and rural areas.

Differences between groups of workers are exploited to uncover the
determinants of youth labor market outcomes. While this strategy has
the advantage of generating sufficient variation in the data to credibly
identify the impact of the variables of interests, it implies that we remain
largely indifferent to the macro determinants (that is, determinants com-
mon to everyone in the labor market) of the state of the labor market
in Tanzania.

School Enrollment and Labor Force Participation
The data illustrate that school attendance is about 58 percent for male
teenagers in Dar es Salaam and tends to be lower in other urban areas
and lower still in rural areas, where school attendance is about 39 percent
(table 10.1). A similar pattern can be identified for male young adults,
with about 14 percent of them in school in Dar es Salaam and only
2 percent in rural areas. Among youth out of school, some drop out at an
earlier age while others never attend. School attendance at some point
in life is almost universal in Dar es Salaam (about 97 percent for men).
A similar picture emerges in other urban areas where the proportion of
males who never attended school is about 4 percent, irrespective of age.
School attendance, though, is far from universal in rural areas: 15 percent
of male young adults there have never attended school. This proportion
rises to 19 percent for prime-age adult men, suggesting an improve-
ment in education outcomes across subsequent cohorts of men.
Patterns of work participation illustrated in column table 10.1 are, to
a large extent and in all areas, the mirror image of patterns of school
attendance. Work refers to any work activity in the week before the
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Table 10.1. Labor Force and Schooling Status in Tanzania, 2000/01

(percent)

Never attended Work and No work and
Item School school Work school no school
Males
Dar es Salaam
Teens 581 26 20.6 36 249
Young adults 14.2 42 472 20 40.7
Prime-age adults 0 2.1 974 0 26
Other urban
Teens 50.8 40 435 12.2 17.8
Young adults 7.8 38 76.0 1.6 17.7
Prime-age adults 0 4.2 94.9 0 5.1
Rural
Teens 39.1 146 76.1 219 6.7
Young adults 23 154 922 09 6.5
Prime-age adults 0 19.2 96.8 0 32
Females
Dares Salaam
Teens 442 36 26.5 2.7 319
Young adults 54 43 374 09 580
Prime-age adults 0 120 69.3 0 30.7
Other urban
Teens 36.8 6.1 44.5 89 276
Young adults 25 50 67.2 0 304
Prime-age adults 0 157 892 0 108
Rural
Teens 343 18.6 76.2 169 6.5
Young adults 1.2 213 924 0.7 7.1
Prime-age adults 0 474 95.1 0 49

Source: Integrated Labour Force Survey 2000/01.

survey. The data include people who have a job but are temporarily
absent from it. While about 20 percent of male teenagers are working in
Dar es Salaam, the corresponding proportion is 43 percent in other
urban areas and 76 percent in rural areas. Similar patterns can be identi-
fied for male young adults, with an employment-to-population ratio that
increases from 47 percent in Dar es Salaam to 76 percent in other urban
areas. By contrast, the majority of male young adults living in rural areas
are employed, with an employment-to-population ratio of 92 percent.
Teenager and young adult participation rates are always below those of
prime-age adult men, which are about 95-97 percent with little varia-
tion across areas.
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Table 10.1 clearly indicates that combining work and school is essen-
tially a phenomenon affecting teenagers in rural areas. In other urban
areas, a small proportion of male individuals do both activities, but this
proportion rises to 22 percent in rural areas, probably because rural
teenagers are able to provide their work services on the household farm,
without the need for a lengthy job search or formal contractual arrange-
ments. In addition, lower household income in these areas makes these
individuals potentially more likely to work while still in school, while the
lack of substantial alternative work opportunities other than on the
household farm makes the return to search quite low.

Analysis of the proportion of individuals who are neither at work nor
at school (sometimes defined as joblessness; see Ryan 2001) provides a
first illustration of the problems young people face in Tanzania’s labor
market. Around 25 percent of male teenagers and 41 percent of male
young adults are neither at school nor at work in Dar es Salaam. The cor-
responding proportions in other urban areas are 18 percent for both
teenagers and young adults. In rural areas, joblessness is lower, about
7 percent for both groups.

There are some notable differences between the labor force status
of men and that of women (table 10.1). Women are less likely to be
in school than men of the same age. This is particularly evident in
urban areas: in Dar es Salaam the proportions of female teenagers and
young adults in school are 44 percent and 5 percent respectively (that
is, 14 percentage points and 9 percentage points less than males of the
same age). In other urban areas, the proportions of female teenagers
and young adults in school are 37 percent and 2 percent respectively
(14 percentage points and 5 percentage points less than males of the
same age). In rural areas, where boys’ school attendance is lower, dif-
ferences between girls and boys are less evident, with a proportion of
female teenagers in school of 34 percent and a proportion of female
young adults in school of 1 percent (that is, 5 percentage points and
1 percentage point less than males of similar age).

The proportion of female teenagers and young adults who never
attended school is about 4 percent in Dar es Salaam and 5-6 percent in
other urban areas, exhibiting little difference from males. This suggests
that conditional on enrollment, girls are on average less likely to remain
in school than boys are. The proportion of female teenagers and young
adults who never attended school is much higher in rural areas: 19 percent
and 21 percent respectively, or 4-6 percentage points more than males.
Although girls appear to do worse than boys with regard to school
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attendance, a comparison with older individuals shows that recent
cohorts of women have experienced remarkable progress relative to men
in both rural and urban areas. The proportion of prime-age adult women
who never attended school is 12 percent in urban areas (10 percentage
points more than men), 16 percent in other urban areas (12 percentage
points more than men), and 47 percent in rural areas (28 percentage points
more than men).

As with men, employment ratios for women increase with age in all
areas, and they are at their lowest in Dar es Salaam and at their highest
in rural areas. The proportion of female teenagers at work is 27 percent
in Dar es Salaam, 45 percent in other urban areas, and 76 percent in rural
areas. The corresponding proportions among female young adults are
37 percent, 67 percent, and 92 percent. In general, teenage girls are more
likely to be working than teenage boys; the differences range from 6 per-
centage points in Dar es Salaam to 1 percentage point in other urban
areas. Differences are statistically significant. No differences emerge in
rural areas. The pattern is reversed among young adults, as young women
are less likely to be at work than young men. Here, differences range
from 10 percentage points lower in Dar es Salaam to 9 percentage points
lower in other urban areas. No differences emerge between girls and
boys in rural areas. One potential explanation for this pattern is that girls
in urban areas drop out of school earlier than boys and enter the labor
market earlier. However, as they age, some of them tend to withdraw
from the labor market, as they become gradually absorbed by childrear-
ing and other domestic activities, while potentially a smaller proportion
of female school leavers enter the labor market. This is confirmed by an
analysis of employment-to-population ratios among prime-age adult
women, showing a negative female-male gap. The employment-to-
population ratio of prime-age adult women is 28 percentage points
lower than that of men in Dar es Salaam, and 5 percentage points lower
than that of men in other urban areas. Differences in rural areas are only
about 1 percentage point.

Girls are also less likely than boys to combine work and education. This
is largely a reflection of the fact that fewer women are in school full time.
If one standardizes the proportion of those combining work and school
(see table 10.1) to the proportion in school, results are very similar for
men and women. Conditional on being in school, then, the probability of
work is similar for boys and girls. Finally, the proportion of women neither
at school nor at work shows that in urban areas, females are more likely to
be jobless than males. This likely reflects a lower labor supply of women
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together with a potentially lower demand for their work services. As with
men, it appears that young women ages 20-24 are at greater risk of being
neither in school nor at work. For example, the proportion of jobless
women rises from 32 percent for teenagers in Dar es Salaam to 58 percent
for young women and falls to 31 percent for prime-age adult women. The
corresponding proportions in other urban areas are 28 percent, 30 percent,
and 11 percent. There are no discernible differences in the prevalence of
joblessness between males and females in rural areas.

In sum, there is evidence that a nonnegligible proportion of the popu-
lation drops out of school and starts to work at an early age, especially in
rural areas. In general, girls drop out and enter the labor market earlier
than boys do. As an increasing proportion of students drop out of school,
the chance of finding a job falls in urban areas. Whereas most men appear
to eventually become absorbed into the labor market, a large proportion
of women remain out of the labor market, especially in Dar es Salaam.
Some of these women may be devoting their time to home production.

The data suggest a smoother transition in rural areas, where a large
proportion of males and females transition into work at an early age. This
smoother transition may result from the need for young people in rural
areas to start work earlier to guarantee their own survival and that of
their households, as well as from the lower returns to education and job
search in rural areas. Rural jobs are likely to provide only a subsistence
living for many individuals. More rapid transitions may therefore be asso-
ciated with worse lifetime outcomes in rural areas than in urban areas.

Nature of Employment

Workers are divided into five categories: those in paid employment
(employees), the self-employed with employees, the self-employed
without employees, those performing unpaid work in the family non-
agricultural business (typically shops), and those working on their own
farms (table 10.2). Work for pay includes payment both in cash and in
kind. The data refer to the individual’s main occupation in the week
before the survey. Male youth are in general more likely to perform work
for the household farm or business and less likely to be in paid employ-
ment or to run their own businesses than prime-age adult men. For
example, among teenagers the proportions of employees are 41 percent,
15 percent, and 4 percent in Dar es Salaam, other urban areas, and rural
areas, respectively. For prime-age adult men these proportions are
55 percent, 37 percent, and 9 percent. Similarly, the proportions who are
working in the family business (table 10.2, columns 4 and 5 together) in
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the three areas are 32 percent, 68 percent, and 94 percent for teenagers
and 5 percent, 29 percent, and 86 percent for prime-age adult men. Self-
employment (columns 2 and 3 together) describes respectively 27 percent,
17 percent, and 2 percent of teenagers and 40 percent, 34 percent, and
5 percent of prime-age adult men. One possible interpretation of these
figures is that paid employment might require a lengthy job search, and
self-employment might require either capital or access to credit, with
both these conditions probably harder to fulfill for younger individuals.!

In general, workers in urban areas tend to work more hours. Prime-
age adult men work on average 58 hours a week in Dar es Salaam and
62 hours in other urban areas. In rural areas, average hours of work are
lower, about 55 hours. Both teens and young adults tend to work less
than prime-age adult men, but patterns across areas largely reflect those
of prime-age adult men. The average number of hours of work among
male teenagers is about 53 in Dar es Salaam, 44 in other urban areas, and
43 in rural areas. For young men, these numbers are 58, 58, and 53.

A nonnegligible proportion of individuals in Tanzania hold at least
two jobs. Multiple job holding is particularly widespread in other urban
areas and rural areas and is more common among prime-age adult men
than among teenagers and young adults. For example, only 2 percent of
young adults in employment have a second job in Dar es Salaam, com-
pared with about 8 percent of prime-age adult men. In rural areas these
figures are 18 percent and 24 percent. Overall, it appears that youth
work fewer hours than prime-age adult men and are less likely to hold
more than one job.

Do these differences in hours worked across different age groups reflect
differences in either the supply of or the demand for labor? In an admit-
tedly imperfect measure of the imbalance between demand and supply of
hours of work across age groups, an indicator of underemployment is
reported in table 10.2, column 8. This measures the proportion of individ-
uals who work fewer than 40 hours a week and declare a desire to work
more hours. It is interesting to observe that this proportion is always the
highest among youth. For instance, in Dar es Salaam 7 percent of teenagers
and 4 percent of young adults declare being underemployed. For prime-
age adult men in Dar es Salaam, this proportion is only 1 percent. In rural
areas the corresponding proportions are, respectively, 5 percent, 6 percent,
and 3 percent.

Teenage girls appear to be more likely to work as employees than
teenage boys in urban areas (52 percent and 17 percent in Dar es Salaam
and other urban areas, respectively, versus 41 percent and 15 percent) and
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less likely to work in the family enterprise. Changes in the distribution of
women’s employment over the life cycle also appear rather different from
men’s. As with men, the proportion in nonagricultural self-employment
rises with age in each area (from 27 percent to 56 percent in Dar es
Salaam, from 13 percent to 36 percent in other urban areas, and about
2 percent in rural areas), and the proportion in unpaid nonagricultural
family work falls (from 15 percent to less than 1 percent in Dar es Salaam,
from 21 percent to 3 percent in other urban areas, and from 5 percent to
1 percent in rural areas). However, in contrast to men, the proportion in
salaried employment falls with age or stays constant, while engagement
in the household farm rises in Dar es Salaam. In urban areas, prime-age
adult working women are less likely to be in paid employment or to be
self-employed with employees than men, and they are more likely to be
self-employed with no employees or to work in the family enterprise than
prime-age adult men. In rural areas, most working women tend to engage
in work on the household farm. These women account for 94 percent of
working women in rural areas (compared with 85 percent of working
men). These patterns might reflect different opportunities in access to
salaried employment for women compared with men, possibly because of
their poor labor market characteristics (for example, education) or as a
result of gender discrimination. The need to take care of children and fami-
lies might also make salaried dependent employment a less attractive
option for women in Tanzania.

Information on hours shows that on average women tend to work
fewer hours than men. Differences in average hours of work between
prime-age adult women and men vary from nine fewer in urban areas to
six fewer in rural areas. The same does not apply to teenage girls: the
average differences in hours of work among teenage girls and boys range
from three more hours in Dar es Salaam to one less hour elsewhere. This
is consistent with the notion that women tend to engage increasingly in
household chores, although an alternative explanation may be that
women who start to work at very early ages are those with the higher
marginal utility of consumption relative to leisure, that is, those from
poorer backgrounds or whose leisure their parents value less, hence those
who provide more hours in the market. Underemployment is higher for
females than for males. For example, 14 percent of female young adults
in Dar es Salaam declare being underemployed, compared with only
4 percent of male young adults.

In sum, the career profiles of men and women appear to be rather
different. As they become older, urban men tend to move away from
work in the household enterprise or farm toward salaried employment
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and self-employment. At the same time, they tend to work more hours.
This change may reflect a combination of true job changes and the fact
that those who leave school later are more likely to engage in salaried
work or self-employment. A large majority of working men in rural
areas work on the household farm, although they too tend to move
toward salaried employment and self-employment as they age.

As they grow older, women in urban areas increasingly work for
themselves (with no employees) or on the family farm. In part, this may
reflect a move away from salaried employment due to the need for more
flexible working arrangements to attend to domestic duties. In rural
areas, women’s participation is higher at every age, and there is little
indication that rural women withdraw from the labor market. Almost all
these women work on the household farm. Women tend to work fewer
hours than men, but they are also more likely to report being under-
employed. In this sense, the lower labor market attachment of women
does not seem to be attributable entirely to their lower labor supply.
There is evidence that women in Tanzania find it particularly difficult to
access the labor market in urban areas, probably because of a combina-
tion of discrimination and lower market skills.

Inactivity and Unemployment

Not surprising, activity rates increase with age and are lowest in Dar es
Salaam and highest in rural areas among teenagers and young adults,
paralleling patterns of employment. Activity rates among teenagers
increase from 39 percent for boys and 47 percent for girls in Dar es
Salaam to 77 percent in rural areas (table 10.3). Activity rates for young
adults vary between 79 percent for men and 68 percent for women in
Dar es Salaam and 94 percent in rural areas. For prime-age adult men,
participation is almost universal, with the proportion of inactive indi-
viduals varying between 1 percent in Dar es Salaam and 3 percent in
rural and other urban areas. Unemployment rates—defined as the ratio
of the number of (strictly) unemployed individuals to the number of
active individuals (ILO 2000)—are remarkably high among teenagers
and young adults in urban areas. There is virtually no unemployment in
rural areas. For teenage males, these rates range from 47 percent in Dar
es Salaam to 13 percent in other urban areas. Similar patterns emerge
among young adult males: unemployment rates are about 40 percent in
Dar es Salaam and 11 percent in other urban areas. Of interest, unem-
ployment rates are virtually zero among prime-age adult men. Male
unemployment in Tanzania is hence primarily an urban phenomenon
disproportionately affecting young workers.
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Activity rates are higher among teenage girls than teenage boys in
Dar es Salaam. In other urban areas, females are slightly less likely to be
active than males. In rural areas there is no significant difference between
the activity rates of teenage boys and girls. Although female activity rates
increase with age, the rise is less pronounced than for males. As a result,
men overtake women by the time they reach prime age. However, at least
as high a proportion of active women are unemployed. Unemployment
rates in Dar es Salaam are 43 percent among female teenagers (3 per-
centage points less than males), 45 percent among female young adults
(5 percentage points more than men), and 11 percent among prime-age
women (9 percentage points more than men). In other urban areas,
females are less likely to be unemployed than males in their teens (6 per-
cent compared with 13 percent) but equally likely to be unemployed
at ages 20-24. As with males, there is virtually no unemployment in
rural areas.

In urban areas, long-term unemployment accounts for at least half of
total unemployment. The average unemployment duration is remarkably
high in urban areas, especially for young adults.? In Dar es Salaam it ranges
from 3.6 years for male teenagers to 9.1 years for young adults. In other
urban areas the average duration is 5.0 years for male teenagers and 5.7
years for young adults. Among adult men, the duration of unemployment
is higher in Dar es Salaam (3.4 years) than in other urban areas (2.0 years).

The rate of long-term unemployment is particularly high among
young adults, among whom it accounts for more than 70 percent of
unemployment. Among prime-age men it accounts for 36-60 percent
of unemployment.

Females are generally unemployed for shorter periods than males,
except for teenagers in Dar es Salaam. The average duration of unem-
ployment among young adults in Dar es Salaam is 5.9 years for women
and 9.1 years for men; in other urban areas average duration is 5.4 years
for women and 5.7 years for men. The fact that a nonnegligible propor-
tion of women enter into inactivity, an option largely unavailable to men,
may explain why observed durations are shorter for women.

In rural areas, where unemployment is almost nonexistent, the few
who declare being unemployed return to employment more rapidly.
Long-term unemployment represents 25-33 percent of rural unemploy-
ment and decreases with age.

Do these data provide a good indication of the extent of the jobless-
ness of different age groups? If individuals who are out of school have a
lower probability of finding jobs, these figures overestimate the extent of
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unemployment for a random individual in an age group. By contrast, if
those who have no job opportunities stay in school or declare themselves
inactive, these figures underestimate the extent of unemployment for a
random individual in an age group.

An alternative measure of joblessness relates the number of unem-
ployed to the entire population, regardless of whether these individuals
are in school (or even active). Even if unemployment is standardized to
a much larger population at risk (that is, the entire population in an age
group), unemployment is still higher among young adults and teenagers
than among prime-age adults.

Not all of those out of work (or school) are unemployed: some are avail-
able to take a job if offered and some are unavailable for work. These are
groups with lower labor market attachment. The proportion of individu-
als who are available to work but declare not having searched for work the
previous week is small at all ages and in all areas. It is most prevalent
among teenagers, about 3 percent of whom fall into this category.

A significant percentage of youth are not available: 5 percent of
teenagers and 7 percent of young adults in Dar es Salaam, 8 percent for
both age groups in other urban areas, and 4 percent of teenagers and
3 percent of male young adults in rural areas. These figures make the
extent of joblessness even more worrisome and suggest that unemploy-
ment ratios may understate the magnitude of the problem.

Reasons for Inactivity

A large proportion of respondents indicate that they are not looking for
a job because of their low expectations of finding one (table 10.4). This
proportion is particularly high for teenagers and young adults in urban
areas. In Dar es Salaam, 65 percent of teenage boys, 60 percent of
teenage girls, and 67 percent of female young adults report this as the
main reason for not looking for a job.

A significant share of those not looking report that they are waiting for
a reply to a job application or waiting for a job to start. No systematic pat-
terns are observed across areas or age groups, with figures ranging from
5 percent to 100 percent depending on age, gender, and location.

In both rural and urban areas, a large proportion of young people
report not looking for work because of household responsibilities (except
for male youth in Dar es Salaam). In rural areas, 31 percent of male and
29 percent of female teenagers and 38 percent of male and 47 percent of
female young adults report that household duties prevent them from
looking for work. In urban areas other than Dar es Salaam, 18 percent of
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male young adults, 48 percent of female teens, and 47 percent of female
young adults cite this reason. “Inactivity” thus appears to hide some
productive employment in the household, leading to an overestimate of
the true extent of joblessness among young people.

Many inactive young people report being unavailable for work because
of illness or disability. The figures are particularly high among urban
teenage boys (32 percent), rural male young adults (59 percent), and
rural female teens (55 percent) and young adults (57 percent). These very
high figures probably reflect the impact of the HIV/AIDS epidemic.?

The proportion of people available for work but not looking is much
higher among females than among males (table 10.3). In Dar es Salaam
9 percent of female young adults (compared with 2 percent of males)
are available but not searching; 18 percent of young women (compared
with 7 percent of young men) are idle (not available). Idleness is low and
stable over age groups in rural areas.

More than half of female teenagers and young adults in Dar es Salaam
not looking for a job report that they are not looking because they do not
believe they will find a job. Women are more likely than men to report
not looking for family reasons. Not surprisingly, a higher proportion of
idle women report household duties as the main reason for not being
available for work. This proportion tends to increase with age in urban
areas, consistent with the notion that inactive women are engaged in
productive work at home.

Job Search Methods

Tanzanians use a variety of methods to search for jobs (table 10.5).
Formal inquiries of potential employers is the most widespread method.
As individuals age, they are less likely to use informal search channels
(asking friends or relatives) than to ask employers or to attempt to start
their own businesses. Young people are more likely than prime-age adults
to use informal channels, perhaps because they have a smaller chance of
finding jobs through formal job applications. No substantial differences
emerge in the patterns of job search between males and females.

Summary

Urban unemployment is primarily a youth phenomenon in Tanzania (and
a problem for prime-age adult women in Dar es Salaam). Unemployment
figures probably underestimate the extent of joblessness, because a small
proportion of individuals declare that they are available but are not looking
for work because of their low expectations of finding a job. Inactivity rates
are also remarkably high (although some inactive people are engaged in
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Table 10.5. Job Search Methods in Tanzania

(percent)

Inquired with Found job through Attempted to start
Item employer family or friends own business
Males
Dar es Salaam
Teens 753 19.0 57
Young adults 584 30.8 10.9
Prime-age adults 64.3 89 268
Other urban
Teens 67.8 286 22
Young adults 793 129 7.8
Prime-age adults 89.5 0 10.5
Rural
Teens 39.7 259 28.1
Young adults 51.1 20.2 24.8
Prime-age adults 64.6 59 296
Females
Dar es Salaam
Teens 55.2 384 52
Young adults 536 29.2 17.2
Prime-age adults 365 194 41.2
Other urban
Teens 63.1 219 15.0
Young adults 59.1 174 203
Prime-age adults 569 120 312
Rural
Teens 443 0 557
Young adults 67.7 0 276
Prime-age adults 69.1 0 309

Source: Integrated Labour Force Survey 2000/01.

household chores). A small but nonnegligible proportion of Tanzanians are
inactive because of health reasons (4 percent of men and 2 percent of
women between the ages of 20 and 25 in Dar es Salaam). It is plausible that
the inactivity rates reflect the widespread prevalence of HIV/AIDS.

Women seem to fare worse than men. Although dropping out of the
labor force is an option for a nonnegligible proportion of women in urban
areas, possibly itself the result of lower labor demand, joblessness remains
higher for women even conditional on participation.

Long-term unemployment is particularly widespread, especially
among young adults. Rather than cycling in and out of the labor market
in an attempt to gain employment for life, young adults in urban Tanzania
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remain out of the labor force for very long periods. Females tend to be
unemployed for shorter periods than males, probably because some of
them transition to inactivity, an option rarely pursued by males.

Prime-age women have very high rates of unemployment and under-
employment in Dar es Salaam. Participation is also lower for females in
other urban areas. Although this may signal that their productivity at
home is higher than the wage they are offered in the market (or that
they have stronger preferences for home production relative to market
activities), it may also reflect poor labor market prospects.

Unemployment and underemployment are not major problems in
rural areas, where both participation and employment are high. These
statistics, of course, reveal nothing about the quality of jobs these indi-
viduals hold or their standards of living.

Determinants of Labor Force Status among Youth

This section investigates the labor force status and schooling choices of
teenagers and young adults using simple regression tools. It examines the
role of aggregate indicators of the state of the local labor market and the
individual characteristics that predict employment, unemployment, and
school attendance.

For different labor market outcomes Y, we run the regression

Yy =By + XeB + X{B, +uy )

where i denotes a generic individual living in region R, the X;s denote
regional characteristics, the Xs denote individual characteristics, and u is
an error term.

One might expect lack of job opportunities to be a major factor
explaining the poor labor market outcomes of teenagers and young
adults in Tanzania; if wages are far from perfectly flexible, low labor
demand will increase joblessness. To measure the level of local labor
demand, the ratio of the employment of prime-age adults to the popu-
lation in the region of residence is used. Employment of prime-age indi-
viduals is used because they are presumably the group with the highest
labor market attachment and the group in which employment is most
likely to be exogenous to that of youth.*

A rise in the supply of young workers is likely to have an effect on their
employment prospects. The model includes the share of teenagers and
young adults in the working-age population (ages 15-60) in each region.
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Because rural-to-urban migration is high in Tanzania (about 28 percent all
teenagers and young adults in urban areas are rural migrants), only those
who report being born in the area are included. This allows us to control
for the potential bias that would stem from endogenous migration. If
migration toward cities in which labor demand is stronger is greater (see
Card 2001), including the share of all young residents (rather than only
natives) would overestimate the (presumably negative) correlation
between youth labor supply and the youth employment rate.’

Average travel time to the closest secondary school (in hours) is
included as an additional measure of local opportunities. These data
come from the 2000/01 Household Budget Survey (NBS 2002). The
data were aggregated by region and rural-urban status and this variable
was included on the right-hand side of the regressions.

A number of individual controls are also included. The first is a
dummy variable denoting whether the individual received any type of
training in his or her life. This includes both on-the-job training, such
as apprenticeship, and off-the-job training, such as formal vocational
education. The second is a dummy variable indicating whether the
individual is a migrant, which measures returns to migration. Because
the aim is to investigate the role of individuals’ family backgrounds in
determining their labor market outcomes, we also include the average
years of education of the head of household.

All of the regressions control for the following covariates: Four educa-
tion dummy variables are included—never attended school (zero years of
education), incomplete primary (one to six years of completed education),
completed primary (seven years of completed education), and at least one
year of secondary education (eight or more years of education). To control
for the circumstance that labor force participation rises and school atten-
dance falls as individuals get older, unrestricted dummy variables are
included for potential experience. To control for different household struc-
tures, dummy variables are included for the individual’s relationship to the
household head (head, spouse, child, other relative, domestic employee, or
unrelated family member). Quarter-of-year dummy variables are also
included to allow for potential seasonal patterns in employment. To control
for potentially unobserved differences between Dar es Salaam and other
urban areas, we include a dummy variable for residence in Dar es Salaam.®
Standard errors are clustered by region of residence.

The regression coefficients (table 10.6) should be interpreted with
caution. Ideally, only exogenous variables should appear on the right-
hand side to keep the ordinary least squares estimates consistent; this is
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probably not the case here. If individuals with otherwise better labor
market prospects are more likely to acquire education and receive train-
ing, the erroneous conclusion might be drawn that education and training
boost employment. Similar concerns arise with the variables capturing
the age and education structure of the household or the child’s relation-
ship to the household head, because living arrangements may be endoge-
nous to latent labor market outcomes. Along the same lines, one has to be
extremely cautious in interpreting the coefficient on the migrant dummy
variable as the causal effect of migration. Those who migrate are most
likely those with larger potential gains from or lower costs of migration
(Borjas 1999). Their performance can thus not be extrapolated to the
population of potential migrants at large.

Among urban males, a 10 percentage point rise in adult employment
leads to an increase in youth employment of about 10 percentage points
(column 1). The increase does not affect school attendance. However, a rise
in local labor demand leads to a significant increase in both the probability
of combining work and school (0.58) and the probability of working full
time (0.49) (columns 3 and 4). The rise in employment following a rise
in local labor demand hence comes in about equal proportions from a rise
in part-time work among students and a decline in inactivity (column 6).

Local labor supply also affects urban males’ labor force status. A 10
percentage point rise in the share of youth in the working-age popula-
tion leads to a drop in employment of 4.8 percentage points and a rise
in full-time school attendance of 3.3 percentage points. An improvement
in the state of the local labor market appears to have no effect on overall
school attendance, but it tends to reduce the share of urban males who
combine work and school.

Distance from school (proxied by time to school) does not appear to
be a binding constraint for urban males. Training is associated with high-
er employment and lower schooling. This could mean that training
boosts employment. Alternatively, it could mean that people who are
working or have a higher probability of working are more likely to
receive training. Migrant males are less likely to be in school, but there
is no apparent correlation with employment or inactivity. The negative
effect of migration on school attendance probably reflects the fact that
most individuals migrate after they have left school. Higher household
education increases males’ probability of school attendance and reduces
joblessness. One additional year of education by all other household
members is associated with a rise in school attendance of 2 percentage
points and a drop in joblessness of 2.5 percentage points. This suggests
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that family background is an important predictor of labor market out-
comes in Tanzania: urban individuals from more educated households
are more likely to be in school and less likely to be inactive.

Results in rural areas are qualitatively similar. Neither local labor
demand nor the youth share of the labor force has a statistically signifi-
cant effect on males’ labor force status, probably because most males
work on the household farm. An alternative explanation is that emigra-
tion from rural areas occurs when labor market opportunities weaken, so
that youth employment falls as labor supply increases, leading to a regres-
sion coefficient that is biased toward zero.

Unlike in urban areas, distance to school appears to be an important
determinant of youth labor force status in rural areas. This is consistent with
the notion that distance to school acts as a fixed cost of school attendance,
reducing the incentives for individuals to combine work and school.

The coefficients on the other variables appear in line with those in
urban areas. As in urban areas, higher household education increases
school attendance, but in rural areas it is associated with a decline in
employment and a slight rise in inactivity. Males from more privileged
backgrounds give up work in exchange for either school or leisure in rural
areas, while in urban areas they stay in school rather than remaining
unemployed or inactive.

Results for females are qualitatively similar. One difference is that
changes in local labor demand appear to affect inactivity and full-time
work for urban females. A 10 percentage point increase in employment
of adult women is associated with about a 4 percentage point rise in
female youth employment. Unlike for males, school in combination with
work does not appear to be important for urban females in response to
changes in the state of the local labor market. Aggregate labor supply (as
represented by the adult employment rate) also appears to be an important
determinant of labor force status among females in urban areas. No
appreciable differences can be detected between males and females with
regard to the other coefficients.

Local labor market conditions do not appear to matter for females.
Surprisingly, stronger labor demand is associated with higher school
attendance. Distance to school is an important determinant of labor
force status, with longer distance to school associated with a decline in
part-time school attendance and hence an overall fall in school attendance
in rural areas.

A number of robustness checks were performed on the data (not
reported). First, the ratio of employed prime-age adults to the population
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was computed. The fact that some prime-age adults live in the same
households with youth might bias the estimates of the effect of local labor
demand. This potential bias stems from the correlation between different
household members’ labor supply arising from reasons other than local
labor demand and supply (for example, patterns of substitution or com-
plementarity in individuals’ labor force status within the household or
added worker effects). In fact, the results are essentially unchanged.

Second, adult employment was computed using different age brack-
ets for adults. In general, the results are qualitatively similar, although
less precise.

Third, the effect of local labor demand and supply was estimated,
ignoring most of the other (potentially endogenous) covariates included
in the models in table 10.6. We ran these estimates to address the concern
that the inclusion of endogenous variables might affect the consistency
of the estimates of the arguably exogenous indicators for the state of the
local labor market. Results were qualitatively unchanged, although point
estimates were less precise.

In sum, there is evidence that the labor force status of teenagers and
young adults in Tanzania is strongly affected by local labor demand, as
proxied by adult employment, especially in urban areas. While an increase
in local labor demand translates into an increase in employment for both
males and females, the effect is larger for males, because a nonnegligible
proportion of males (but not females) tend to combine work with school
as demand increases. For both males and females, stronger local labor
demand tends to reduce joblessness—that is, to increase employment rates
among those who would otherwise have been out of school. There is no
evidence that local labor demand affects school stay-on rates. This may
suggest that widespread early dropout in Tanzania is not due to the need
for children to engage in work but rather to the potentially high costs of
or low returns to schooling (for evidence on low returns to education, see
Séderbom and others 2004). This conclusion is consistent with the obser-
vation that school in combination with work is not uncommon and that
labor market prospects are poor in urban areas. At a given level of local
demand, a rise in the aggregate supply of youth to the labor market also
appears to depress young people’s labor market prospects.

Local labor demand and supply indicators appear to explain little of
the variation in employment across rural areas. This may be because rural
youth are disproportionately employed on the household farm and
hence isolated from the local labor market. Endogenous out-migration
may also partly explain the lack of correlation.
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Distance to school appears to be a constraint only in rural areas.
Greater distance to school tends to reduce the incentive to combine
work with school, reducing school attendance, with no significant effect
on work.

Socioeconomic background, as proxied by the average education of
other household members, is a strong predictor of labor force status. It is
associated with a decline in work (in rural areas) and joblessness (in
urban areas) and a rise in schooling.

Conclusions and Policy Implications

Joblessness in Tanzania is largely due to the lack of sufficient aggregate
demand for labor relative to aggregate supply. The problem is particu-
larly acute among urban teenagers and young adults, who are four to
five times more likely than prime-age adults to be jobless. This ratio is
much higher than in most developed countries, where youth unemploy-
ment is about twice that of prime-age adults (ILO 2000).

The evidence from Tanzania is not consistent with the widespread
view that joblessness in developing countries is a luxury for the better
off. Youth unemployment does not appear to reflect queuing by young
people for rationed well-paying jobs: in urban areas young people from
more advantaged families are more likely to attend school and less likely
to be jobless, suggesting that joblessness is a more severe problem for
the poor.

Girls in urban areas start working earlier than boys, sometimes in
menial jobs characterized by long working hours, but their transition to
the labor market during the life cycle is slower because a substantial
proportion of females are absorbed in home production (particularly
childbearing and childrearing). A large number of women classify them-
selves as being involuntarily unemployed or underemployed; improve-
ments in labor market conditions lead to declines in women'’s inactivity
rates. These findings indicate that a substantial proportion of women,
particularly young women, are inactive because of poor labor market
prospects, suggesting that labor market outcomes for women do not
simply represent culture or preferences.

Despite increasing joblessness in urban areas, migration from rural to
urban areas continues to grow. This suggests that the employment
prospects of rural youth may not be rosier than those of their urban
counterparts.

Analysis of the Tanzanian labor market’s inability to absorb all avail-
able workers goes beyond the scope of this chapter. One can speculate,
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though, that the economic reforms of the mid-1990s, which put the
country on a path of fiscal discipline and macroeconomic stabilization
and led to extensive privatization, disproportionately affected those
attempting to enter the labor market for the first time. The sustained
GDP growth registered since the mid-1990s does not appear to have
compensated for this effect. The increase in the proportion of youth in
the labor market and increasing urbanization have further weakened
the labor market prospects of recent cohorts of urban workers. Some
of the reasons invoked for youth unemployment in developed coun-
tries (minimum wages, union power, employment protection legisla-
tion, the perverse incentives associated with welfare) are unlikely to
apply to Tanzania (or to most developing countries), where the labor
market is largely unregulated, welfare is essentially nonexistent, and
unions operate only in the formal public sector (Freeman 1993;
LO/FTF 2003).

How do young people cope without jobs? One possibility is that
they engage in informal work that is not recorded in the Integrated
Labour Force Survey. To the extent that this is the case, the measures of
unemployment and joblessness in this chapter overestimate the nature
of the problem. This point merits further research.

A second possibility is that young people engage in illegal activities.
Evidence from the United States indicates that criminal behavior is
responsive to labor market opportunities, especially among youth with
poor labor market prospects. This behavior does not show up in the
Integrated Labour Force Survey, although data from the United Nations
Development Programme (UNDP 2005) based on victimization rates
indicate very high property crime and robbery rates in Dar es Salaam.
Prostitution may be another way for young people to make ends meet.
If young people in Tanzania respond to poor labor market prospects by
engaging in criminal or hazardous activities, this might provide an addi-
tional rationale for policy intervention aimed at the youth unemploy-
ment problem.

A third possibility is that households provide support. Young people
may live with family members or pool resources with relatives living in dif-
ferent households. Migration of some household members from rural to
urban areas may be a way for rural households to spread the risk of eco-
nomic downturns affecting cities and rural areas differently (Rosenzweig
1988). More rural-biased development (after decades of urban bias), in
particular land redistribution, might relieve some of the pressure on the
urban labor market (Mjema 1997), although it is not obvious that such
development can guarantee sustained growth.
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Youth can react to labor market shocks in various ways. One strategy
is to stay in school. If the alternative to school is inactivity or unemploy-
ment, why do so many youth in Tanzania appear to drop out early in the
absence of work opportunities? We find no evidence that school enroll-
ment is affected by the state of the local labor market, although urban
males are more likely to combine work with school in good times. In
rural areas, distance to school remains an impediment to attendance.
Policies aimed at improving stay-on rates, possibly by improving school
quality and building new schools, could potentially alleviate some of the
problems in the youth labor market.

Another mechanism for coping with joblessness is migration.
Potential gains might come from increasing mobility across urban areas
by providing more effective information systems about job vacancies.

A third strategy is self-employment. Young people are substantially
less likely than prime-age adults to be self-employed. Difficulty access-
ing credit, a lack of entrepreneurial culture and skills, and a legal frame-
work that has long discouraged small (informal) enterprises (Mjema
1997) are all likely to explain why this avenue is rarely pursued by
Tanzanian youth. This seems to suggest room for policy intervention.

The government of Tanzania is not indifferent to the problem of
youth unemployment. Since the mid-1980s it has implemented policies,
and the government, nongovernmental organizations, and international
organizations have launched activities. Analysis of the policies proposed
and partly implemented during the 1990s suggests that these efforts
were generally ineffective (Shitundu 2005).” Underinvestment, the very
limited number of beneficiaries, mismanagement, lack of coordination,
and political patronage among the different agents involved all ham-
pered these efforts.

In recent years the government has intervened more actively to
reduce youth joblessness, creating the National Youth Development
Fund, the Women’s Development Fund, the National Entrepreneurship
Fund, and the Local Government Youth and Women Development
Funds. It adopted the National Employment Policy of 1997, the National
Poverty Eradication Strategy of 1998, the National Youth Development
Policy, the Poverty Reduction Strategy of 2000, the National Strategy for
Growth and Reduction of Poverty of 2004, the New Empowerment
Policy of 2004, and the Income Tax Act of 2004.

Several supply-side interventions have been launched. The Primary
Education Development Programme of 2002 abolished school fees and
is apparently responsible for the unprecedented rise in primary school
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enrollment after more than a decade of stagnation. Access to and quality
of secondary education have also improved, as a result of halving school
fees, constructing schools, and introducing scholarships (under the
Secondary Education Development Programme). Complementary Basic
Education in Tanzania, a program in force since the 1990s to provide
remedial education to school dropouts, has proved effective. The ILO
project, Promoting Gender Equality and Decent Work Throughout All
Stages of Life, provides apprenticeship and skills training. Efforts to
reform the vocational school system (Vocational Training and Education
Authority and Folk Development Colleges) are on the agenda but still to
be implemented.

Major interventions on the demand side have sought to improve the
business climate, provide credit to microentrepreneurs (through, for
example, the Small Entrepreneurs Loan Facility program, cofinanced by
the Inter-African Development Bank and the government), and provide
public jobs with potential training content (through public-private part-
nerships, such as the Dar es Salaam Solid Waste Management Programme,
the ILO Integrated Urban Employment Promotion, which is part of the
Jobs for Africa Programme, and Community-Based Programmes under the
Tanzania Social Action Fund scheme). Other efforts, such as the Labor
Exchange Centre in Dar es Salaam, are being made to increase the match
between the supply of and demand for labor and to strengthen techni-
cal capability in government offices dealing with employment issues.

Policy makers appear to be placing much greater emphasis on youth
unemployment in Tanzania. Financial resources have increased substan-
tially to match the scale of the problem, and a much greater level of
coordination has been achieved.

Notes

1. A compositional effect is also likely to be at work, because as the labor force
ages, an increasing proportion of it is made up of individuals with higher edu-
cation. These trends potentially reflect the circumstance that more educated
individuals are more likely than less educated individuals to enter into paid
employment or to start their own businesses (especially businesses that hire
employees). Regression results (not reported) show that conditional on edu-
cation, the probability of being an employee does not increase with age.
However, for self-employment with employees there is a pronounced age
event, even conditioned on education. This suggests that compositional effects
are important in explaining the growth in dependent employment over the
life cycle but not the growth in self-employment with employees.



258

Kondylis and Manacorda

. Cross-sectional data typically report information on unemployment duration

only for the unemployed. The simple average of these durations underesti-
mates actual unemployment duration, potentially by a large amount. To
derive duration here, we use the following identity, which holds in steady
state: u = i/(i + h), where u is the unemployment rate, i is the inflow rate, and
h is the outflow rate (Machin and Manning 1999). In steady state, average
duration equals the reciprocal of the outflow rate (that is, 1/h). To obtain
these figures, we compute unemployment rates as the number of individuals
available (that is, strict and nonstrict unemployed) divided by the number of
people working, in school, or available. We compute inflow rates as the num-
ber of people with at most three months of unemployment, standardized to
the sum of those working and those in school.

. Tanzania has one of highest prevalence rates of HIV/AIDS in Sub-Saharan

Africa. Recent estimates indicate a prevalence of 8.8 percent among the
population ages 14-49—considerably higher than the 7.3 percent average for
Sub-Saharan Africa (UNDP 2005).

. After experimenting with the data, we chose individuals ages 3544, segre-

gated by sex.

. In principle, one would want to reimpute those who migrated to urban areas

back to their rural area of origin to measure local labor supply net of out-
migration (exactly as we do in urban areas, where migrants are excluded).
Unfortunately, the Integrated Labour Force Survey does not identify where
urban migrants come from (except, generically, whether they are from an
urban or rural part of the country).

. This implies that we do not exploit differences between Dar es Salaam and

other urban areas to identify the effect of aggregate indicators. These coeffi-
cients are completely identified based on differences across other urban areas.
Observations from Dar es Salaam, however, contribute to the identification of
the effect of all other variables in the model.

. An exception is the microfinance programs implemented during the 1990s,

which benefited some young entrepreneurs.
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CHAPTER 11

How Did Universal Primary
Education Affect Returns to
Education and Labor Market
Participation in Uganda?

Lisa Dragoset and Lars Vilhuber

Uganda implemented its universal primary education program in 1997.
As a result, primary school enrollment rose from 3 million in 1997 to
7.6 million in 2002 (World Bank 2005; Deininger 2003). This chapter
examines how primary school enrollment rates, returns to education, and
employment patterns changed in Uganda after universal primary edu-
cation was implemented. The focus is not on estimating the returns to
education or the labor participation rate but rather on estimating a cred-
ible, time-consistent model for two time periods and analyzing the
changes in the estimates.

The chapter first describes how participation in the educational system
changed over time. It then examines changes in the returns to education
and in the relative shares of formal and informal (or entrepreneurial)
employment. It compares sets of repeated cross-sections of Ugandan
society from various household surveys and investigates how different
(synthetic) cohorts have fared at similar points in their careers.
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Several phenomena may keep children from enrolling in school, even
if it is free. First, households bear the opportunity cost of forgone earn-
ings of children in school, a potentially significant barrier to expanding
education. A large literature discusses the trade-off faced by families in
developing countries in choosing whether to send children to school or
to work, whether at home or on the family farm (Psacharopoulos 1997;
Ersado 2005; Dréze and Kingdon 2001; Hazarika and Bedi 2003; Ravallion
and Woodon 2000; Burke and Beegle 2004; Ranjan 2000, 2001, 2002;
Singh 1992; Gisser 1968). “Engaging in income-generating activities” is
the primary reason why boys and one of the top five reasons why girls
do not attend school in Uganda, despite universal primary education
(World Bank 2003). As the investment climate improves, the earnings
potential of these out-of-school children also increases—and with it the
likelihood that at least some children continue to stay away from school.

Second, job opportunities for the educated may be lacking. If jobs
are not available once students finish school, schooling merely delays
entry into poverty and there is no incentive to enroll. Acknowledging
this problem (World Bank 2003), policy makers have implemented
policies to alleviate credit constraints, improve infrastructure, and create
a better business environment—with the goal of facilitating wealth
creation by existing businesses and removing barriers to the creation of
new enterprises, particularly small businesses and opportunities for self-
employment. A better investment climate goes hand in hand with a
better educational system: the educational system creates the skills to
feed the investment climate; a successful economy creates incentives
to participate in the educational system in the first place.

Third, if access to secondary and higher education is not also widely
available, participation in primary education falls—again, it only delays
entry into poverty. Demand for primary education may be high as an entry
ticket to secondary education. According to Appleton, Hoddinott, and
Knight (1996), the rate of return to primary education in Uganda may be
even higher than usually estimated if the economy has high demand for
postprimary educated workers and secondary education is easily accessible.
Court (1999) studies the impact of changes in the fee structure of Uganda’s
Makerere University, finding that enrollment rates doubled as a result of
financing reform.

Fourth, schooling quality may decline as enrollment rates increase.
Indeed, Deininger (2003) found that student-teacher ratios rose to near
the highest in the world, regardless of efforts to increase quality, and
that in 1999, only three-quarters of participating students passed final
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examinations in primary school. Moll (1996) finds that decreases in school
quality in South Africa between 1960 and 1990 reduced the returns to
primary education. Many empirical studies demonstrate the importance of
schooling quality for economic growth and increasing returns to education
(Lee and Barro 2001; Rangazas 2002; Behrman and Birdsall 1983; Schultz
1999; Harmon and Walker 2000; Moll 1992). Fuller, Edwards, and Gorman
(1986) find that increases in educational quality had significant effects on
economic growth in Mexico from 1888 to 1940 but that increases in quan-
tity (school expansion) had inconsistent effects. Card and Krueger (1992)
show that higher school quality created higher returns to education for men
born in the United States between 1920 and 1949. These findings suggest
that investments in schooling quality must accompany those in universal
primary education for the increase in primary school enrollment rates to
translate into higher human capital and social welfare.

Education and Earnings in Uganda

The education-earnings profile in Uganda is steep—more schooling trans-
lates rapidly into more income—suggesting that families have positive
incentives to send their children to school (figure 11.1). However, only a

small fraction of the work force actually derives its income from the formal
sector (table 11.1).

Figure 11.1. Income Rises with Level of Education in Uganda

a. individual labor income by b. total household income by
educational levels educational levels
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Source: 1999 Uganda National Household Survey data.
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Table 11.1. A Large Proportion of Uganda'’s Labor Force
Works Outside the Formal Sector

Percentage of work force not

Industry earning labor income
Agriculture 83
Mining and quarrying 83
Commerce 81
Manufacturing 68
Other 37
Transport 27
Construction 20
Banking/financial services 12
Utilities 11
Professional 10
Public administration 4
Total 72
Source: Authors' calculations based on Uganda National Household
Survey, 1999.

The Literature on Educational Participation in
Developing Countries

The most direct evidence on educational participation comes from
Deininger (2003), who finds a dramatic increase in primary school enroll-
ment in Uganda from 1992 to 1999. Inequalities in enrollment rates by
gender, income, and region also declined significantly over this period.

Appleton (2001) examines returns to education and employment
patterns in Uganda during the 1990s. He finds that returns to education
increased for all three major income sources: farming, nonagricultural
self-employment, and wage employment. Both secondary and tertiary
education had large and significant effects on access to wage employ-
ment, but this positive effect for secondary education was offset by a
negative impact on nonwage earnings. In contrast, primary education
did not have a significant effect on wage employment, but it did raise
income by increasing access to nonagricultural self-employment.

A large body of empirical literature looks at how returns to education
have changed over time in other developing economies. Globally, returns
to primary education have continued to increase (Psacharopoulos 1994),
but returns have failed to rise in several African countries. The Mincerian
returns to primary education have fallen in Kenya (Appleton, Bigsten,
and Kulundu 1999) and South Africa (Moll 1996), and they have stag-
nated in Ethiopia (Krishnan, Selaissie, and Dercon 1998).
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Other studies examine the effect of education on occupational
attainment and employment patterns. They find that education has a sig-
nificant effect on the probability of nonfarm labor market participation
and increases wages earned in nonfarm work in both Ghana (Abdulai
and Delgado 1999) and Pakistan (Fafchamps and Quisumbing 1999).
Schiefelbein and Farrell (1984) find that schooling quality was a strong
predictor of occupational attainment in Chile during the 1970s.

Several studies estimate the impact of large-scale education policies in
developing countries. Duflo (2001) finds that Indonesia’s 1973 school
construction program increased both years of education (by 0.12-0.19
years) and wages (by 1.5-2.7 percent). Mingat (1998) studies the impact
of education policies in high-performing Asian economies. He finds that
countries with higher proportional investments in primary education
were significantly more likely to have greater development afterward. In
addition, both the quantity (average duration of schooling) and the quality
(retention rates and levels of student learning) of education had increased
in the high-investment countries relative to other Asian economies. Other
studies confirm the increase in educational attainment and wages result-
ing from educational reform (Paxson and Schady 2002; Clark and Hsieh
2000; Patrinos and Sakellariou 2005; Pomponio and Lancy 1986;
Dronkers 1993; Post 1994).

The Model

Consider the choice faced by families with children in school (Becker
1975). The child’s earnings are a function of the child’s identity i, the
fraction of total hours h spent earning such income, the level of school-
ing s achieved, and the policy environment p in effect at the time of
work. If the child does not go to school, earnings are I(i,1,s,p); if the child
goes to school for one additional year, earnings are I(i,0,s ) during the
school year and I(i,1,s +1,p) a year later.

To send a child to school, parents must be able to cover direct schooling
costs, k(p), which include books, school fees, food, and possibly lodging.
Some of these components, such as school fees, are directly related to
policy. Uganda’s universal primary education reduced some costs, but
others persist. Parents will send their children to school if

1(3,0,8)+61(i,1,s+1,p)-k(p) > (1+8) I(3,1,s,p) (D

where 8 is the discount factor. This expression can be rewritten as



268  Dragoset and Vilhuber

S[I(i1,s+1,p)—1(i,1,s,p)] > I(i,1,s,p)—1(i,0,s) + k(p) 2)

where the left-hand term is the discounted benefit from investing in an
additional year of schooling and the right-hand term includes the direct
and indirect costs of that additional year of schooling.

Two points about this simple specification are important. First, the
condition is satisfied at all levels of education, including after the end of
free primary education. As long as the condition holds, the child will go
to school; when the condition no longer holds, the child will leave.
Second, policy decisions affect both sides of the expression—costs and
incentives. While universal primary education reduces direct costs, the
improved economic climate can lead to a presumably short-term reduc-
tion in school enrollment at certain levels of schooling if the decrease in
schooling costs does not offset the increase in alternate employment
opportunities. This is unlikely in the early years, given the substantial
reduction in schooling costs from free universal primary education, but
k remains positive. Other economic changes, such as an increase in the
price of essential food, can be integrated through changes in the discount
factor or through explicit modeling of credit and budget constraints.

Results

Cross-sections of the Uganda National Household Survey for 1992 and
1999, using data for 2002 where available, were examined.! For part of the
analysis, synthetic 5- and 10-year cohorts of young people are constructed
based on their age in 1992. Because the data are not in true panel form,
these individuals cannot be followed over time. We can, however, identify
survey respondents in later surveys who would have been in the same age
group in 1992. Their outcomes serve as proxies for the unobserved out-
comes of the actual 1992 survey respondents. The assumption is that these
two largely distinct groups have the same characteristics and thus experi-
ence similar outcomes on average. Some of the measured outcomes
suggest that this condition is not always satisfied.

Two indicators of education are focused upon: some primary education
and some secondary education. The information available on the highest
achieved education level varies across years and has been standardized.

Primary education has seven levels (grades), denoted by P1 through P7.
We aggregate any completed level of primary into one category and any
level of completed postprimary education (J1 through J3, S1 through S6)
into a second category. Formally,
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EDUC, (1) = I(EDUC, € {P1-P7)) 3)
and

EDUC, (2) = [(EDUC, >P7) )
where i is individual “i” in time period “t.” For the regression analysis,
we use years of education, linearized from the educational achieve-
ment categories.

Changes in Enrollment

Enrollment (and consequently education levels) increased between 1992
and 2002, as other studies have pointed out (Deininger 2003; World
Bank 2005). The number of girls and boys ages 5-10 and ages 10-15 who
completed some level of primary school rose significantly (table 11.2).
Among 15- to 20-year-olds, the number of Ugandans with no more than
a primary education fell, reflecting the increase in postprimary education
in older groups.

By 1997, when universal primary education was implemented, the
first cohort was ages 10-15, possibly still young enough to benefit from
the program (table 11.3). The schooling rate for males of the first cohort
rose to 83 percent in 1999. As they aged another three years, the rate
dropped again with their acquisition of additional education.

By the time universal primary education was implemented, the third
cohort was in its early 20s. In 1992, 70 percent had obtained some
primary education and another 20 percent had completed some secon-
dary education. By 2002, another 14 percent had gone on to some
secondary education.

The second cohort (children ages 10-15 in 1992) falls between these
two groups. Some members may have benefited from universal primary
education to prolong their stay in the educational system. Between 1999
(when the youngest members of this cohort were 17) and 2002, the
number of males with some primary education rose 2 percentage points.
The number of people in this cohort who obtained some secondary edu-
cation also increased almost 2 percentage points.

Compared with the cohort that was ages 15-20 in 1992, the cohort
of the same age in 2002 has a significantly higher educational level. More
than 95 percent of the males in the younger cohort had at least a pri-
mary education, compared with only 90 percent in the older cohort.
Only 20 percent of males in the 15-20 cohort in 1992 had any secondary
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Table 11.2. The Percentage of Ugandans with Some Secondary Education Rose
between 1992 and 2002

1992 1996 1999 2002
(a) With no more than primary education
Male
5-10 39.87 — 54.58 5340
11-15 85.25 — 89.27 90.59
16-20 70.05 — 59.95 58.09
21-25 59.57 — 5237 52.15
Female
5-10 39.25 — 54.56 54.95
11-15 77.67 — 87.66 90.09
16-20 63.55 — 55.69 57.13
21-25 5591 — 53.73 55.20
(b) With some secondary education
Male
5-10 0.00 — 0.15 0.00
11-15 175 — 295 4.86
16-20 2044 — 31.27 3745
21-25 2841 — 3843 4152
26-30 2845 — 2826 3501
31-35 26.55 — 30.28 33.11
36-40 2374 — 29.96 2948
41-45 21.54 — 27.33 30.31
Female
5-10 000 — 003 002
11-15 220 — 427 509
16-20 15.76 — 28.38 33.65
21-25 16.23 — 23.56 30.38
26-30 1345 — 16.84 21.79
31-35 10.82 — 14.90 18.58
36-40 8.01 — 10.23 14.75
41-45 8.09 — 9.77 13.25

Source: Authors’ calculations based on data from the Uganda National Household Surveys.
Note: — = Not available.

education, compared with 41 percent in the 10-15 cohort. For women the
primary education differential increased with age.

The older cohorts (ages 15-20 and ages 20-25) were not directly
affected by universal primary education. However, their secondary educa-
tional achievement increased between 1992 and 2002. Free universal
primary education may have freed household resources, allowing house-
holds to keep children in school longer (a demand-side explanation).
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Table 11.3. The Free Primary Education Policy Has Freed Household Resources,
Allowing Families to Keep Children in School Longer

Observed in
Agein 1992 1992 1996 1999 2002
(a) With no more than primary education
Male
5-10 39.87 — 82.73 58.09
11-15 85.25 — 50.85 52.15
16-20 70.05 — 56.18 56.36
21-25 59.57 — 57.78 5842
Female
5-10 39.25 — 77.84 57.13
11-15 77.67 — 52.09 55.20
16-20 63.55 — 54.35 57.77
21-25 5591 — 5257 51.19
(b) With some secondary education
Male
5-10 0.00 — 1025 3745
11-15 1.75 — 39.63 4152
16-20 2044 — 32.95 35.01
21-25 2841 — 2773 33.11
26-30 2845 — 32.25 2948
31-35 26.55 — 27.22 30.31
36-40 23.74 — 2932 27.14
41-45 21.54 — 2877 37.25
Female
5-10 0.00 — 1334 33.65
11-15 220 — 27.25 30.38
16-20 15.76 — 2198 21.79
21-25 1623 — 16.67 1858
26-30 1345 — 12.75 14.75
31-35 10.82 — 877 1325
36-40 8.01 — 10.18 9.79
41-45 8.09 — 8.65 1233

Source: Authors' calculations based on data from the Uganda National Household Surveys.

Alternately, decreases in the cost of secondary education may have
increased participation.

The fraction of young (ages 20-30) male heads of households with at
least a primary education increased from 86 percent in 1992 to 93 percent
in 2002 (table 11.4). Of interest, heads of household were neither more
nor less likely to have more education than other household members.
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Educational attainment of household heads increased in all regions.
Male household heads in the Central Region still have a higher educa-
tional level than those in other regions. However, in the Western Region,
where only half as many household heads had some secondary education
as in the Central Region, educational levels caught up with those of the
rest of the country. By 1999, all regions attained the 1992 level of the
Central Region. Education levels increased over 1992 in both rural and
urban areas, with particularly strong gains for rural women (table 11.5).

Changes in the Returns to Education

Returns to education are reported for both wages and a measure of house-
hold income. A large portion of earnings are nonlabor earnings, which
cannot be consistently attributed to individuals.? Those earnings therefore
are attributed to the head of the household. For consistency in the sample
selection, some of the wage earning regressions are restricted to household
heads as well.

Table 11.4. The Average Educational Level of Household Heads in Uganda Rose
between 1992 and 2002

Some Some At least

primary secondary primary
(a) All ages
Male
1992 56.80 2011 7691
1999 56.74 2515 81.89
2002 57.96 2932 87.28
Female
1992 3344 10.67 441
1999 36.87 13.08 49.95
2002 45.87 19.56 6544
(b) Young (20-30) heads
Male
1992 63.20 2299 86.19
1999 64.73 2501 89.74
2002 60.92 31.86 9278
Female
1992 46.27 2321 69.47
1999 47.99 2621 74.20
2002 54.14 31.64 85.77

Source: Authors'calculations based on data from the Uganda National Household Surveys.
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Table 11.5. Educational Levels Increased in Both Rural and Urban Areas

1992 1996 1999 2002
(a) With some primary education
Male
Rural 59.99 — 6341 63.24
Urban 51.85 — 5097 5069
Female
Rural 4832 — 56.00 60.32
Urban 56.71 — 54.92 5224
(b) With primary or secondary education
Male
Rural 70.75 — 76.81 8049
Urban 86.77 — 89.16 90.52
Female
Rural 53.19 — 6343 7081
Urban 81.29 — 85.36 87.64

Source: Authors' calculations based on data from the Uganda National Household Surveys.
Note: — = Not available.

The basic reduced form regression we estimate is

log Eht = B0+ 81 f1(demographics)+ 52 2(age)
+ B3 f3(education) (5)

with linear effects for demographic characteristics (gender, marital status,
region) and quadratic effects for age and years of education. Eht can be
either the labor income of the household head or the total earnings of the
entire household. Depending on the left-hand side variable, equation (5)
can be interpreted as a Mincerian wage equation or a reduced-form house-
hold production function.

Because education is generally considered endogenous in this type of
equation, we instrument it. Candidate instruments are the distance to
school, other household members’ education, and parental education.
For none of these measures are data consistently available for all years.
The results presented generally use as an instrument a quadratic in
distance to school and a quadratic in the difference of an individual’s
education from the average household education.

Ten different specifications were estimated. Across most of them, the
increase in the returns to education between 1992 and 1999 was strong,
robust, and statistically significant. Some of the ordinary least squares
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results are weakened or do not hold up when returns to education are
instrumented. The result no longer holds for women, for men in some
regions, and for the oldest age group. It does hold for men in general and
for younger age groups (ages 21-30 and ages 31-40)—precisely the age
groups one might expect to benefit directly from greater access to the
education system.

The instrumented variable results for the younger cohorts are very
similar to the ordinary least squares results, suggesting that positive
selection is not driving the ordinary least squares results: all workers with
higher education enjoyed higher returns to education in 1999, not just
the high-ability workers. Some of the specifications and samples show
signs of weak instruments.

Including only wage income for the household head is restrictive,
particularly for women, who are not usually household heads but often
contribute outside wages to household earnings. Although the returns
to education of female heads of household do not increase significantly
when other wage income is included, the returns to education for other
female household members do.

The returns to education can also be measured by considering total
household income. While the ordinary least squares results show the same
increase in returns to education across genders, regions, and age groups, the
instrumented variables results confirm the results only in some regions and
only for the youngest male cohorts. For the oldest male cohort, the instru-
mented variables results show a decrease in the returns to education when
using household income. Instruments are generally weak, indicating that
the model that successfully explains wage income works less well for
household income and that the results should be interpreted with caution.

Changes in Employment Patterns

Employment increased across all age groups between 1992 and 1999
(table 11.6). Except among men ages 15-20, the generally small increase
in employment reflected primarily increases in the “employer” category.3
For men ages 15-30, overall employment rose about 1 percentage point.
The increase in employment was much higher among young women,
particularly women ages 15-25.

In the cohort of men ages 20-25 in 1992, employment rose from
94.2 percent to 95.5 percent. This compares with a 1992 employment
rate of 94.5 percent among men ages 25-30. Among all male cohorts, the
rate of unemployment was higher for the younger cohort. This pattern
does not hold for all female cohorts. The employment rate of most
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Table 11.6. Employment Rose between 1992 and 1999, Particularly
among Young Women

1992 1999
Agein 1992 Salaried Employer Overall Salaried Employer  Overall

Employment status by age, weighted results

Male

15-20 22.51 68.19 90.70 2503 67.78 92.81
21-25 21.05 73.15 94.20 20.90 7540 96.29
26-30 24.20 70.27 94.46 24.34 71.60 95.94
31-35 2411 71.64 95.75 2532 70.90 96.22
36-40 2385 72.06 9591 2293 73.52 96.45
41-45 2571 67.62 93.33 16.20 79.30 9551
Female

15-20 2269 47.94 7062 131 69.92 83.03
21-25 17.77 5778 75.56 18.38 60.78 79.16
26-30 16.97 65.82 82.79 14.22 71.50 85.72
31-35 9.80 73.25 83.05 11.63 71.09 82.72
36-40 13.13 70.77 83.90 7.75 78.12 85.86
41-45 7.06 76.16 83.22 10.56 74.83 85.39
Employment status by cohort, weighted results

Male

15-20 22.51 68.19 90.70 24.78 71.65 96.43
21-25 21.05 73.15 94.20 2345 7210 95.54
26-30 24.20 70.27 94.46 25.83 71.21 97.05
31-35 2411 71.64 95.75 20.14 76.03 96.17
36-40 2385 72.06 9591 15.85 79.72 95.57
41-45 2571 67.62 93.33 19.58 74.83 94.42
Female

15-20 2269 47.94 70.62 18.25 56.21 7446
21-25 17.77 57.78 75.56 14.67 74.20 88.87
26-30 16.97 65.82 82.79 9.07 72.88 81.95
31-35 9.80 73.25 83.05 8.81 80.09 88.90
36-40 1313 70.77 83.90 799 71.94 79.93
41-45 7.06 76.16 8322 322 85.39 88.60

Source: Authors'calculations based on data from the Uganda National Household Surveys.
Note: All means are weighted.

cohorts rose, appearing to reflect the economywide upswing in employ-
ment opportunities.

Cross-sectional analysis does not indicate a pattern in how this increase
was achieved. For some age groups of men, a strong increase in salaried
employment accounted for most or all of the increase in employment.
For other age groups, salaried employment was stagnant or declined, and
employment gains stemmed from increases in self-employer status.
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Cohort rather than cross-sectional age group analysis sheds some light
on this phenomenon. The younger male cohorts saw strong increases in
salaried employment, while older cohorts saw a decline. Salaried employ-
ment generally declined for female cohorts, coupled with strong increases
in employer status. All increases in female employment rates were driven
by increased self-employer status. Most of the increase in female employ-
ment was driven by increases in employment from a low base.

Concluding Remarks

Educational participation and achievement in Uganda rose significantly
between 1992 and 2002. The fraction of the population with no formal
education declined by about a third (13 percentage points), and the
fraction of the population with at least some secondary education increased
by more than 6 percentage points.

At the same time, the returns to education increased substantially
for many demographic groups, particularly for some of the younger
male cohorts, and in some geographic areas. Much of this increase
reflected increases in returns to secondary education, which may be
related to pull factors in the labor market. The strong result for younger
men is robust to some specification of the endogeneity of education,
and instrumented variables results are very similar to ordinary least
squares results. This suggests that the result is valid across a broad ability
spectrum of the young male population, with little polarization.
Results for household income, rather than formal wage earnings, are
broadly similar, albeit weaker.

Self-employment (or entrepreneurial employment) rose among both
men and women. While the returns to education are similar for the two
earnings measures, it is difficult to determine whether the increase in
employment was due to push factors (reduction in public sector employ-
ment) or pull factors (higher returns). Government programs aimed to
facilitate entrepreneurial activity. Whether they succeeded is difficult to
determine because the data do not allow distinguishing formal employ-
ment from informal employment in a time-consistent manner. Further
study is warranted to investigate this point.

Notes

1. Weighted data are not available for 1996. Data for 2002 are available on
education, but the earnings data are not comparable. We therefore exclude
2002 data from the regression analysis.
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2. Each individual reported labor and nonlabor income for up to three activities
in 1992. Nonlabor income is reported only at the household level in 1999.

3. In this case, employer actually means self-employed.
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