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Abstract

This article examines the association between socio-demographic variables and
unemployment in urban Ethiopia with a special emphasis on Addis Ababa using
data taken from CSA's National Labor Force Surveys of 1999 and 2005.
Differences in the labor market outcomes are observed due to variations in socio-
demographic characteristics among the working-age population. The overall
findings imply that women and the youth, particularly those below tertiary level of
education, are, at any rate, the foremost victims of unemployment who require due
emphasis and special attention. Accordingly, some recommendations such as
focusing on training & skill formation and stimulating employment opportunities
are put forward.
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Introduction

Excessive unemployment, as per the economics literature, is an indication
of the failure of the economy to utilize the available human resource
Mankiw (2001:155) argues that higher unemployment is one of the most
serious macroeconomic problems that affect a society directly and
indirectly; and this is why it is a frequent topic of political debate and
politicians often claim that their proposed policies would help create jobs.
As stated in an economic report (ECA, 2005:12), a spatial perspective of
Africa’s labor market outcomes witnesses higher rates of unemployment in
urban areas than in rural ones. Consequently, the report added, shortages of
basic social infrastructure and facilities such as housing, schooling, water,
and health are aggravated in the urban areas.

The Ethiopian labor market is characterized by a substantial difference
between rural and urban areas. In support of this argument, Guracello and
Rosati (2007:13) have suggested that open unemployment rate in rural areas
is generally low although there is a high level of underemployment or
disguised unemployment, and fewer chances of employment in the formal
sector of the economy. In urban areas, on the other hand, although the youth
face better prospects in terms of income and employment quality, finding a
job is difficult and hence unemployment, especially youth unemployment
rate, is higher. Similarly, Berhanu et al. (2005:14) have argued that open

unemployment, especially youth unemployment, is a typical urban
phenomenon. '

Urban areas are closely related with the modern sector, industrialization,
which the country’s main development strategy, Agricultural Development-
Led Industrialization (ADLI), is aiming at. According to MoFED
(2006:161), although a pro-poor development in the Ethiopian context
should focus mainly on rural areas, urban areas will have a greater role in
the next phase of Ethiopia’s development than they had been in the past.
The rationale for this argument can be, according to the document, relates to
the concentration of people, infrastructure, and services in urban areas
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which are essential ingredients of modern sector development and economiic
activity. Furthermore, urban areas provide essential market and demand for
rural production, and they are important sources of skills, services,
innovation and investment that need to spread out to rural areas,

Despite their central position in the economy, urban areas in Ethiopia,
however, are characterized by growing unemployment and income
inequality. Guracello and Rosati (2007:1) insist that failure to respond
timely to create ernployment opportunities for the growing labor force,
particularly for the youth, persists intergenerational cycles of poverty,
which could reinforce the already existing and not well addressed problems
of HIV/AIDS and food insecurity.

However, recognizing the growing urban unemployment and poverty, the
government has taken several measures and is still striving to address the
problem, placing it at the center of the development agendas of the country.
As stated in MoFED (2005:161-62), the commitment of the government to
address the problem can, among other things, be witnessed by the
establishment of the Ministry of Work and Urban Development and the
approval of the National Urban Development Policy in 2005. Major on-
going programs of urban government reform and public investments in
various sectors are among the deliberate and integrated “efforts so as to
address urban unemployment. g

Regardless of the reasonably improving performance of the economy over
the past six years coupled with the deliberate policy measures and effun§,
however, some argue that the problem of unemployment in urban Ethiopia
is still worrying. Although there are some empirical studies conducted on
urban unemployment in Ethiopia; yet most of them relied on data on or
before 2001, Given the very dynamic nature of urban areas on the one hand,
and the inadequacy and limitation of data, on the other hand, some of the
studies conducted so far might relatively be too old to show the recent
changes in the labor market.

Furthermore, the government has recently been claiming that there has been
an encouraging achievement in creating employment opportunities,
particularly for the urban youth through its special programs such as Urban
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Housing Development program and development of micro and small
enterprises (MSEs). Hence, this could be an inviting research area for those
who are interested to study the challenges and prospects of employment in
Ethiopia and to evaluate whether or not the government’s intervention has
achieved the desired outcome.

For now, given the existing timely and reliable data constraints, the general
objective of this study is to examine the overall characteristics and
determinants of urban labor market outcomes, particularly to see how socio-
demographic characteristics affect unemployment status in urban Ethiopia
with a special emphasis on Addis Ababa.

The specific objectives include:

e To observe the effects of variations in socio-demographic
characteristics on activity status of individuals in Addis Ababa;

® To estimate the city's labor market outcomes, particularly the
rates of participation, employment-to-population ratios and
unemployment rates;

¢ To forward some policy implications meant to address the issue
of urban unemployment.

To this end, the study used data taken from the Central Statistical
Authority's National Labor Force Surveys of 1999 and 2005. The remaining
part of the study is presented in four sections. The second section reviews
theoretical and empirical literature while the third one describes the data
and methodology of the study. The fourth section discusses the findings of

the study, and finally the fifth section concludes and sets forth some
recommendations.
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Literature Review
The Concept and Definition of Unemployment and Related Terms

From the human element point of view, unemployment refers to the
presence of individuals in the labor forces who are currently without work
but are available and actively looking for work. The unemployment rate is
the proportion of the economically active population that is not employed
(Henderson & Poole 1991:715; ILO 1999b, cited in Ghai 2003: 117, EEA
2007: 255; and Sapsford & Tzannatos 1993:385). The basis for the common
definition of unemployment, as cited in many related literature, is the ILO
Resolution concerning statistics of the economically active population,
employment and unemployment, adopted by the Thirteenth International
Conference of Labor Statisticians (13" ICL) (ILO 1982).

ILO's standard definition of unemployment, as stated in CSA (2006:43),
requires three criteria to be satisfied simultaneously. Accordingly, the
“unemployed” comprise all persons above the age specified for measuring
the economically active population who during the reference period were:
(a) "without work", i.e. neither in paid employment nor self-employed; (b)
"currently available for work", i.e. given the opportunity, a person would be
ready and able to work; and (c) "seeking work", i.e. had taken specific steps
in a specified reference period to seeking paid employment or self-
employment.

The "without work" criterion draws the distinction between employment
and non employment; and, hence, should be interpreted as total lack of
work or, more precisely, as not having been employed during the reference
period. The purpose of the "availability" criterion is to exclude those who
are not ready, or who cannot (or do not want to) take up work during the
reference period. Therefore, a person without work should also be available
for work during the reference period if he/she is to be treated as
unemployed. The "seeking work" criterion can be interpreted as having
taken specific steps or efforts such as registration with labor exchanges,
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sending applications, attending vacancies through different media, and so
forth undertaken during the reference period or prior to it in order to find
paid employment or self employment. Seeking work covers any type of
work considered as an economic activity by the international standards.

A distinction is sometimes made between voluntary and involuntary
unemployment. It follows that merely joblessness per se cannot qualify a
person to be counted officially as an unemployed. If a person without a job
is neither available and nor willing to be employed at the going wage rate,
he is considered as voluntarily unemployed as he has dissociated himself
from the labor force. According to Sapsford & Tzannatos (1993), voluntary
unemployment refers to those who are thought to be capable of taking a job
but prefer to remain unemployed, perhaps to search for a better-paid or
otherwise more desirable job than those currently on offer. On the other
hand, if the wage rate in a particular labor market is for some reason above
the market-clearing level, there will be an excess of labor supply over labor
demand, and the workers furnishing this excess supply are said to be
involuntarily unemployed, because they are seeking but unable to be
employed at the going wages (Sapsford & Tzannatos, 1993; Bosworth et
al., 1996, as cited in EEA/EEPRI, 2007). In practice, however, it is usually
argued that the distinction between voluntary and involuntary
unemployment is hard to draw.

Employment, as per the ILO's standard definition, refers to paid
employment and self-employment. Paid employment covers persons who
during the reference period performed some work for wage or salary, in
cash or in kind as well as persons with a formal attachment to their job but
temporarily not at work. Self employment covers persons who during the
reference period performed some work for profit or family gain, in cash or
in kind, and persons with an enterprise but temporarily not at work. The
employment rate is, thus, the proportion of the labor force that is employed.

The Economically Active Population or simply the Labor Force comprises

all persons of either sex above the age specified who fulfill the requirements

for inclusion among the employed or the unemployed. Conventionally,

those in the working age population, either, working or actively searching
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for work, constitute the total labor force and hence the maximum labor
supply of the economy in terms of head counts (EEA/EEPRI, 2007:
Henderson & Poole, 1991). On the other hand, Population Not
Economically Active or Not in the Labor Force refers to all persons,
irrespective of age, including those below the age specified for measuring
the economically active population, who were neither working nor at the
same time seeking and available for work during the reference period. The
persons under this category include students, those engaged in
domestic/household duties, pensioners, recipients of remittances, infirm or
disabled, too young or too old, etc.

The working age population refers to all persons above the age set by
countries (usually above 15 or 16 years) for the measurement of economic
characteristics. Activity Status indicates the position of individuals separated
based on their economic activity. Those who are in the working age range
are categorized in to three mutually exclusive categories: the employed, the
unemployed, and the inactive. Participation rate, also known as Economic
activity rate, is an analytical concept that relates the labor force to the
working-age population. It is defined as the ratio of the labor force to the
total working age population (EEA, 2007:133). Employment-to-Population
Ratio measures the proportion of the working age population that is
employed. One of its advantages is that it gives information both on the
number and proportion of all categories of workers in the working-age
population engaged in productive activities. However, it does not provide
information on hours spent on work and on the quality of jobs (Ghai
2003:116).

In the field of Economics, distinction is often made among the various types
and states of unemployment. As Henderson & Poole (1991:717) argued,
unemployment may arise for a number of reasons; and, hence, identifying
the different causes is important so as to treat the problem effectively.
Although there are various types of unemployment categories, only the four
most frequently stated classifications are briefly described below as
reviewed from different sources (EEA 2007:256-9; Henderson & Poole
1991:717-8; Sapsford & Tzannatos 1993:386-7; and Wikipedia.com).
Cyclical / Demand deficient / Keynesian unemployment arises from the
business cycle as a result of insufficient aggregate demand; and thus its cure
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lies in policies that succeed in increasing the level of aggregate demand.
Frictional /Search unemployment is transitional unemployment that occurs
because a person may take time to find a new job after losing or quitting a
job, or after entering or re-entering the labor force. It usually occurs due to
imperfect information in the labor market. Structural unemployment refers
to a mismatch between job vacancies and the supply of labor available. It is
¢aused by long-run changes in the structure of the economy. Because
structural unemployment lasts longer, demand management instruments
alone cannot be effective remedies to the problem. Rather, facilitation and
implementation of training programs, subsidization of mobility of workers
are also required. Seasonal unemployment arises as employment condition
changes over the season of the year. It may be related to both supply side
and demand side seasonality. ;

Costs and Consequences of Unemployment

Higher unemployment is one of the most serious macroeconomic problems
that directly and indirectly affect a society. It is due to this fact that
unemployment is becoming a frequent topic of political debate and that
politicians often claim that their proposed policies would help create jobs
(Mankiw, 2001:155). Unemployment has social as well as economic
consequences and entails some cost to the unemployed person, to the
family of the unemployed and the society at large (ECA, 2005:168; Getnet,
2003:10). The problem gets worse among the youth and, particularly in
developing countries where social security and unemployment benefits are
poor or rionexistent. In the economics literature, a distinction is sometimes
made among the possible adverse effects of unemployment in terms of
economic, social and even political costs, albeit they are not mutually
exclusive. Therefore, in the subsequent discussion, an attempt is made to
identify some of the economic and social costs of unemployment.

The economic cost of unemployment, as ECA (2005:168) and Getnet
(2003:10) noted, can be viewed in terms of the forgone output that the
unemployed scarce resource could have produced. Consequently, high level
of unemployment entails lost revenue to the government in terms of direct
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and indirect taxes and other revenue that it would have raised had more
people been working. Because most of the unemployed people face with
lack of financial resources and social responsibilities, they may unwillingly
decide to take jobs that do not fit their skills; leading to underemployment
which in turn results in the lowering of the economy's efficiency
(Wikipedia.com). Besides, during a long period of unemployment, workers
can lose their skills; causing a loss of human capital to the nation at large. In
this regard, it is worth noting the argument of the famous economist
(Stiglitz, 2002:17) in explaining how excessive unemployment aggravated
poverty and further resulted in job destruction through the vicious cycle
effect in Russia in the 1990s. It is for this reason that the incidence of high
unemployment is said to have an adverse economic consequence not only to
the unemployed individuals themselves and the immediate family, but also
to the society that fails to efficiently utilize its scarce resources.

From the social point of view, higher level of unemployment in general and
youth unemployment in particular has adverse social consequences. The
longer the duration of unemployment is, the more the resulting problem will
be. It is often argued that unemployment increases individuals’ vulnerability
to malnutrition, illness, mental stress, loss of self-esteem, and leads to
depression. Hence, as the economics literature argues, unemployment can
be regarded as an element of a vicious circle with poverty, low education,
poor health, and social and political marginality. .

Young people, particularly those experiencing long period | of
unemployment, are likely to have unstable personal relationships, postpone
marriage, and/or put off accepting responsibility for children. In attempting
to overcome financial insecurity, unemployed young people tend to engage
in illegal activities and antisocial behavior such as drug trafficking, violent
crime or gang warfare and unsafe sex practices, which exacerbates the rate
of spread of HIV/AIDS. Particularly, the problem is critical in sub Saharan
Africa. The increasing annual medical cost of HIV/AIDS coupled with the
high cost of crime prevention as well as the high cost of doing business has
made the sub continent less attractive to foreign direct investment, which in
turn hinders potential employment opportunities (ECA, 2005:168; Getnet,
2003:10; UN 2003:67).
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Characteristics of Labor Markets and Unemployment in Ethiopia

According to USAID (2006:9), many poor countries have dualistic labor
markets, in which a small fraction of workers have regular formal sector
jobs; while a majority, especially women, work in the informal sector. Like
many sub Saharan Africa countries, employment in Ethiopia is also
characterized by a heavily segmented labor market situation. As EEA
(2007:132) reported, it can be divided among different segments, with a
considerable difference between formal and informal employment, private
and public employment, wage and self-employment, urban and rural
employment, and so on. Guracello & Rosati (2007:16-19) argued that open
unemployment rate is generally lower in rural areas while it is larger in
urban areas of the country. Although the subsistence agriculture is estimated
to absorb more than 80 per cent of the total labor force, a significant
proportion is argued to be underemployed. Furthermore, a substantial
proportion of the population in urban areas, regardless of the higher
unemployment and underemployment, is involved in the informal sector of
the economy. As a result, they added, the overall open unemployment rate
reportecl at a national level is often lower, and may imply a fairly
overestimated employment-to-population ratio.

In fact, the official unemployment rate is sometimes criticized for
overestimating effective labor utilization. Ghai (2003:118) has argued that
the official unemployment rates, particularly in low-income countries, can
give a seriously misleading picture of work opportunities. According to
him, unliike the situation in rich countries, in most developing countries the
unemployment rates are generally low; mainly because people in poor
countries cannot afford to stay unemployed. Here, it is worth guoting the
idea of the UN in its Report of the MDGs arguing how higher employment-
to-population ratios could point to an abundance of low quality jobs.

The proportion of the working-age population that is employed is a
good indicator of the ability of an economy to generate jobs. In most
countries, that proportion is in the range of 55 per cent to 75 per
cent. Nevertheless, employment-to-population ratios and poverty
indicators can both be high because people must work to survive,
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regardless of the quality of their job. This is the case in sub-Saharan
Africa, which has the second highest adult employment-to-population
ratio among all regions (about 74 %), but the lowest levels of labor
productivity. More than half of those employed in this region were
among the extreme working poor, and more than three quarters of
workers were engaged in vulnerable employment (UN, 2009.9).

Ghai (2003:118-9) further insisted that in most low income countries, even
if the labor force participation rates are high and the unemployment rates
low, earnings are inadequate to support a minimum standard of living. He
therefore argued that the proportion of the working population earning
incomes below the poverty line could be a better indicator of employment
opportunities relative to the aforementioned usual measures.

Causes and Determinants of Unemployment

L}
According to the conventional economics explanation, slower economic
growth arises from low economic activity and low investment rates. As a
result, it is unable to generate enough additional job opportunities.
Consequently, the economy enters a vicious cycle of low investment and
low employment; thereby unemployment persists, which is a typical
feature of many African economies.

4

A number of studies, such as Berhanu et al. 2005:26, Okojie 2003:6, UN
2003:61, and Getnet 2003:4, reported that both supply and demand factors
are to blame for impacting unemployment and underemployment' in
developing countries. According to these studies, the supply side factors
include demographic factors (such as rapid population growth & 1:ural-urban
migration), and education & training policies (such as inappropriate school
curricula and poor quality education & training). On the other hand, the
demand factors are mainly explained in terms of poors economic
performance and hence low labor absorptive capacity as a result of low
investment rate and small private sector.

Labor market outcomes vary among individuals pertaining to d(_:mographic,
geographic, and other socio-economic variations. AS Leibbrandt -&
Mlatsheni (2004:8) stated, the general situation of African labor markets, in
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terms of location and age show that urban participation rates in comparison
with rural are relatively low while unemployment rates are high. In
addition, the proportion of urban youth unemployed is greater than that of
adults; implying youth are worse off in urban areas with regard to
employment.

Gender is one of the important factors responsible for variations in the
position of individuals in the labor market. In a review of youth
unemployment surveys in 97 countries, UN (2003:63) stated that females
tend to be far more vulnerable to unemployment than males. In explaining
the determinants of excessive youth unemployment rates in urban Ethiopia,
Getnet (2003:12-13) also argued that the rapidly increasing labor supply
and educational attainment are the most important in determining the
position of the youth in the labor market. This author also notes that
although it is not the most important factor,, rural-urban migration does
have a role in the excessively high level of youth unemployment in urban
areas.

Survey of Empirical Literature on Unemployment

There are quite a number of empirical studies that are conducted in relation
to the different aspects of the labor market all over the world. However, an
attempt is made to review only few of them that are assumed to be more
relevant for this study focusing mainly on the supply side factors of the
labor market.

Banerjee efal. (2007:31-33) attempted to study the reasons behind the
sustained increased unemployment in South Africa since the transition in
1994. They employed a multinomial logit approach to see the factors that
determine the employment status of workers controlling for gender, race,
age, education, location (urban/rural) and whether the individual has held a
job before. They found that Urban residents are more likely to be
unemployed or in the formal sector, and less likely to be in the informal
sector than are rural residents. In terms of race, Africans are more likely to
be unemployed or in the informal sector than the other population groups,
and less likely to be in the formal sector. With regard to education, those
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with post-matric education are 11 percentage points less likely to be
unemployed and 8 percentage points less likely to be in the informal sector.
Individuals who have never before held a job are 35 percentage points more
likely to be unemployed than are workers who have worked before.

Echebiri (2005:23-24) carried out an analysis of the causal influence of
socio-economic variables on youth employment status in Umuahia town,
Nigeria, using primary cross sectional data. His findings from a binary
Logit model showed that Age of respondent was very significant and
inversely related with the probability of being unemployed while marital
status, years of formal education and job preference (wage employment)
were found to be significant and positively related to unemployment.

In Ethiopia, some studies such as Guarcello & Rosati ( 2007), Berhanu et
al. (2005), Getnet 2003, Serneels (2007) and Krishnan et al. (1998) have
looked at different aspects of the labor market in general and the urban
labor market in particular. Findings from these studies indicate that there is
a very high level of unemployment in urban Ethiopia.

Guarcello & Rosati (2007:39-44), in their study aimed at examining the
challenges of child labor and youth employment in Ethiopia, looked
specifically at the labor market outcomes of young people-and key factors
influencing these outcomes by analyzing a set of youth employment
indicators drawn primarily from the 2001 Ethiopia Labor Force Survey. The
multinomial logit regression indicated that the probability of a girl being in
employment is 14%-22% lower than that of a boy; but this gender bias in
employment is lower for the less educated and for the most educated youth.
The level of incorne or wealth as estimated by the expenditure dummy
variables is significant for the less educated youth and the probability of
employment decreases as the level of education increases. Furthermore, the
local labor market condition (estimated by -the regional adult employment
ratio) is significant for all groups considered. An increase of 10 percentage
points in the adult employment ratio generates an increase in the probability
of finding employrnent by 10-25 percentage points. This effect is stronger
for youth that never attended school and smaller for the other groups.
Serneels (2007:174-175) examined the effects of individual characteristics
on urban youth unemployment in Ethiopia using a Probit model. He found a
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positive relationship bétween age and unemployment, implying that the
relatively older young men are more likely to be unemployed. Education,
especially junior and senior secondary level, has a positive effect on
unemployment although tertiary education is insignificant indicating that
having a university degree could no longer guarantee employment. Besides,
ethnic origin has no significant influence while father's profession has
strong effect on the probability of urban youth unemployment. In his
descriptive analysis, he also reported that in 1994 urban Ethiopia has one of
the highest unemployment rates in the world standing at 34 per cent of the
male workforce and S0 per cent of men below 30 years of age. Moreover,
Krishnan et al. (1998), using the first and third wave data of the EUSES,
-found urban unemployment for the 15 — 29 age group to be in excess of 50
per cent. - -

Furthermore, Getnet (2003:17-18), focusing on urban youth unemployment,
reported -that the unemployment rate between 1994 and 2000 has gone up
for the teenage youth group while it has decreased for the adult youth
group. Using multinomial logit, he analyzed the effects of some socio-
demographic variables on the activity status of the youth. He found that
relative to the 25-29 age group, the teenage and adult youth are more likely
to be in NILF and female are more likely to be in NILF and casual/domestic
activity than their counterparts. Furthermore, compared with married youth,
singles are more likely to be in unemployment and casual/domestic work.
With regard to educational attainment, those with just elementary level
education are more likely to be in casual/domestic and self-employment
types of activities as compared to those youth that have some type of
tertiary level education. Those that completed secondary education are more
likely to be unemployed and less likely to be in NILF.
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Description of the Data and Methodology
Description of the Data

The study used only secondary type of data. The data were taken entirely
from the 1999 and 2005 National Labor Force Surveys conducted in
Ethiopia by the Central Statistical Agency (CSA). The 1999 and 2005
National Labor Force Surveys are unique in that they provide
comprehensive national labor force data representing both urban and rural
areas of all regions of the country. The Labor Force Survey is mainly aimed
at providing information on the economic characteristics of the population
aged 10 years and over. The two national surveys produced cross-sectional
data on the activity status, employment, and unemployment situation as
well as fairly detailed socio-demographic information.

L

Although the surveys encompassed all age groups, for the purpose of this
study however, only those in the conventional working age population are
considered. Hence from now on, through out this paper, the working-age
population refers to those in the sample whose age is between 15 and 64
years, inclusive. Accordingly, for the descriptive statistics only 8387
individuals in 1999 and 18355 in 2005 were considered. In the same way, in
the regression analysis, only 6378 individuals in 1999 and 11594 in 2005,
which were economically active (in the labor force) and net of missing
values, were included.

Method of Data Analysis and Specification of the Model

The relevant data were analyzed using two approaches. First, simple
descriptive statistical analysis was employed to evaluate the activity status
of the working age population and the local labor market outcomes by
interacting them with various socio-demographic variables. In doing so,
frequency distributions, cross-tabulations and ratios and /or percentages
were extensively used. Secondly, to complement the descriptive statistics
and examine the effects of socio-demographic characteristics on the
probability of being unemployed, the Logit model was also employed. As is
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often suggested in many econometric and related literature, to specify the
relationship between a qualitative (dichotomous) dependent variable and a
set of relevant explanatory variables, binary outcomes models are
recommended to be appropriate (Wooldridge, 2002). The typical and
widely used binary outcome models are the Logit and the Probit models.
They specify different functional forms; and particularly, they differ in the
specification of the distribution of the error term- (Cameron and Trivedi,
2005).

Empirically however, either Logit or Probit can be used. There is often little
difference between the predicted probabilities from Probit and Logit
models. The difference is greatest in the tails where probabilities are close
to 0 or 1. The difference is much less if interest lies only in marginal effects
averaged over the sample rather than for each individual (Cameron and
Trivedi, 2005 and Madala, 1992). Therefore, for the purpose of this study,
the logit model was chosen to predict the probability of being unemployed,
which is treated as a dichotomous dependent variable taking a value 1 if
unemployed and 0 otherwise, given the values of the explanatory variables.

On the basis of the reviewed literature, it is assumed that the unemployment
status of an individual (the probability of being unemployed) is significantly
influenced by a number of socio-demographic variables. With this prior
hypothesis, an attempt is made to summarize the explanatory variables to be
included in the model and their expected functional relation with the
dependent variable in Table A1 ( Appendix A).
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Discussion of Findings

The available literature suggests that labor market outcomes are generally
determined by the supply and demand side factors of the labor market.
Among the supply side factors, social and demographic variables are
supposed to be the most important ones influencing the labor market
outcomes of the working age population. Accordingly, this study
hypothesized that socio-demographic characteristics, namely, age, gender,
migration status, marital status, educational attainment and training status,
are important determinants of the activity and unemployment statuses of
individuals in Addis Ababa. Therefore, in line with the study objectives, an
attempt is made to summarize the distributions of some selected socio-
demographic characteristics and their relation with the relevant outcomes of
the local labor market in 1999 and 2005. Furthermore, the socio-
demographic variables are regressed to examine how their influence is
statistically significant on the probability of being unemployed.

Socio-demographic Characteristics of the Target Population

In order to have a clear picture of the demographic and social
characteristics of the target population, it would be appropriate to start with
a brief description of the relevant socio-demographic characteristics in the
two survey periods. As summarized in Table A2 (Appendix B), women
constituted about 54.9 % and 54.2 % of the working age population in 1999
and 2005, respectively. Segregating the sample in to different age groups
validates the existing situation of the country in general and of Addis
Ababa, in particular, where the youth population dominates. The first three
age groups (15 to 29 years), by which the youth population is defined in the
Ethiopian context, constituted almost 59 % of the working age population in
the sample. '

In terms of marital status, only 32.9 % in 1999 and 33.4 % in 2005 of the
working age population were married. With regard to migration status, out
of the total working-age population, in 1999 about 8.8 % and in 2005 about
8.3 % of them were recently migrated who lived less than five years, of
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which most of them have rural origin. Perhaps, such proportion of migrants
in the city labor market may seem understated as compared to the
seemingly large number of migrants flooding to the metropolis. However,
when the early migrants who relatively lived longer (5-9 years) were added,
the proportion of migrants rose to 20.44 % in 1999, and 17.45 % in 2005.

In terms of training status, the proportion of the working-age population
that is trained is lower; and only about a fifth of the population has received
some sort of training in both surveys, of which women were worse off
relative to men. Regarding level of education, about 15 % of the working-
age population in 1999 and 16 % in 2005 were illiterates; while about 38 %
of them had only lower education ranging from non formal (basic) to junior
level during the same period. Likewise, the proportion of the working age
population categorized in the secondary level education (9 — 12 grades) was
36.3 % in 1999 and 33.5 % in 2005. Those with tertiary level education
constitute relatively smaller proportion of the working age population,
about 10.3 % in 1999 and 12.5 % in 2005.

Activity Status in Terms of Selected Socio-demographic Variables

In this study, the activity status of individuals is defined based on the
completely relaxed definition of CSA, in which only the 'without work' and
‘available for work' criteria are enough to consider a person as unemployed
yet economically active. Among the working age population, the
proportions of the employed, the unemployed, and not in the labor force
(NILF) were 46.78 %, 29.36 % and 23.86 %, respectively in 1999 while
they were 50.68 %, 23.49 %, and 25.83 %, in that order in 2005. When we
examine the changes between 1999 and 2005, the proportion of the
employed and the inactive increased nearly by 4 % and 2 %, whereas that of
the unemployed went down by about 6 %. However, considerable variations
were observed across gender, age, marital & migration statuses, and training
& education levels. Therefore, in the following section an attempt is made
to discuss these variations in terms of the relevant socio-demographic
variables. The gender wise activity status clearly illustrates the
disadvantaged position of women (Table 1). Despite their dominant position
in the working age population, their proportion in the employed population
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was only 42.2 % in 1999 and 44.1 % in 2005. On the other hand, their
proportion in the unemployed and inactive population was
disproportionately high. They constituted about 63.7 % in 1999 and 64.6 %
in 2005 of the unemployed and 68.7 % in 1999 and 64.5 % in 2005 of the
inactive (NILF). Yet again, a further look at the activity status within the
domain of each sex group suggests a similar bias against females. For
instance, out of the total working age population of females, only 36 % in
1999 and 41.2 % in 2005 were employed, which is significantly lower as
compared to the 59.9 % and 61.8 % of their male counterparts in the same
period. Such wide variation in the activity status between the two sexes
could mainly be accounted for by the domestic work burden of females in
the household and related cultural issues against them in general, and the
poor access that they have to education and training in particular.

Table 1. Activity status by gender

Employed Unemployed Inactive Total (working age
population)
Sex Year
Freq. % Freq. % Freq. % . | Freq
%

Male 1999 | 2264 (57.7) 50.88 892 (36.27) 23.59 625 (31.27) 16.53 | 3781 (45.14) 100.0

2005 | 5200(55.9) 61.82 | 1528 (35.44) 18.16 | 1684 (35.51) 2002 | 8412 (45.83) 100.0
Female 1999 | 1655(42.23) 3601 | 1567 (63.73) 34,09 | 1374(68.73) 2050 | 4596 (54.86) 100.0

2005 4101 (44.09) 41.24 | 2784 (64.56) 280 3058 (64.49) 30.76 | 9943 (54.17) 100.0
Total 1999 | 3919(100) 46,78 | 2459 (100) 29.36 | 1999 (100) 23.86 | B377(100) 100.0

2005 | 9301 (100) 50.68 | 4312 (100) 23.49 | 4742(100) 2583 | 18355 (100) 100.0

Figures in parentheses are the proportion of the two sexes in each activity status.

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005.
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Age wise, the 30-39 age group of the sample was found to have the highest
employment rate; about 65 % in 1999 and 67.5 % in 2005 were employed.
On the other hand, the 20-24 age group ranked first in the proportion of the
unemployed, 42.75 % in 1999 and 33.2 % in 2005 (Appendix B, Table A3).
With regard to the inactive proportion, the teenage group stood first as most
of them in this age group were likely to be school attendants. Out of the
total population in this age group, about 53.1 % in 1999 and 57.8 % in 2005
were not in the labor force, most probably due to the consistently increasing
school enrollment ratio.

In terms of marital status, among those married individuals, 57.7 % in 1999
and 59.8 % in 2005 were employed, which is greater than that of the
unmarried (41.4 and 46.1 %) in the same period. On the other hand, the
proportion of those unemployed and inactive population was relatively
smaller for those married individuals as compared to those who did not
(Appendix B, Table A4).

In terms of migration, the proportion of the employed is relatively higher
for migrants than for the non-migrants, about 10.6 % and 7.3 % difference
in 1999 and 2005, respectively (Appendix B, Table AS5). Conversely, the
proportion of the unemployed is relatively greater for the non-migrants
(about 4 to 5 percentage points higher) compared with the migrants in the
same period. Perhaps, this might be because most of the recent migrants
could have had weaker interaction with the non-migrants; they were less
likely to stay unemployed and rather would tend to accept any kind of job,
regardless of the wage rate and the quality.

Training and education is among the key factors in the supply side of the
labor market that determines the activity status of individuals. Obviously,
the survey results indicate the significant variations in the activity status of
individuals due to their difference in training status. Among those who
received training, about 68 % in 1999 and 70.1 % in 2005 were employed,
which is considerably higher compared with the 42 % and 45.4 % of those
who did not receive training in the same period. In the same way, they were
also relatively in a better position with regard to the remaining two activity
statuses (Appendix B, Table A6). The proportion of the unemployed and the
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inactive for those who received training was relatively lower than for those
who did not.

Similar to training, education also matters. However, the descriptive
statistics indicates that the desirable impact of education on employment
becomes meaningful only after a certain level of education, particularly
above secondary school education. The proportion of the unemployed and
the inactive seem to have almost an inverse relationship with the level of
education. But, the proportion of the unemployed was disproportionately
higher for those in the secondary education category, about 37 % in 1999
and 30.2 % in 2005 (Appendix B, Table A7). It is for those who had
secured higher level of education that unemployment rate was significantly
lower. This might be attributable to the poor quality of the education system
that made individuals with only junior or secondary education and not
received any training to be incapable of making jobs. Besides, it could also
be because the available jobs require specialized training for which secondary
school complete youth are not fit.

Participation, Employment-to-Population and Unemployment Rates

The labor market outcomes of an economy, with both supply of and demand
for labor considered, can best be explained by these three basic indicators.
The overall participation rates of Addis Ababa in 1999 and 2005 were
76.14% and 74.16%, respectively, which is in contrast to the increasing
trend of the national average from 72 % in 1999 to 79 % in 2005. The
declining trend may be considered, at least partially, as a good indicator of
the increase in the school enrollment ratio of the city. The employment-to-
population ratio of the city was 46.8 % in 1999 and 50.7 % in 2005, which
is significantly lower as compared to the 80 % national average. On the
other hand, the overall unemployment rate, as per the completely relaxed
definition, was as high as 38.5 % in 1999 and 31.7 % in 2005, but with a
promising declining trend. These three basic indicators of the labor market
outcomes are summarized in terms of age, gender, education level and
training status (Appendix B, Tables A8, A9, and A10). Age .w_isc,‘ the two
age groups, the 25-29 and 30-39, experienced the highest participation rates
(above 90 %) in both survey years. On the other hand, the teenagers’ activity
rate was the lowest, only 46.9 % in 1999 and 42.2 % in 2005 were active,
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for most of them are likely to be school attendants. Regarding the
employment-to-population ratios, only those in the 30-39 age group were
found to enjoy relatively higher ratios, 65 % in 1999 and 67.2 % in 2005.
Looking at the changes between the two periods, however, the increase in
the rate of employment among the youth population was encouraging. The
unemployment rate was disproportionately higher for the youth population
in both survey years. In 1999, the rates of unemployment in the first three
age groups (15-19, 20-24, and 25-29) were 51.8 %, 42.7 % and 39 %,
respectively. Similarly, in 2005, it was 38 %, 41.5 %, and 32.3 %, in that
order for the same age groups.

Gender wise, the participation rates for females were relatively lower as
compared to their male counterparts in both periods (Table 2). It was 70.1
% for women compared to 83.5 % for men in 1999 and 69.2 % compared to
79.8 % for men in 2005. There is a large difference in the employment to
population ratio between the two sexes. Again, females' employment to
population ratio was found to be disproportionately lower in both periods. It
was only 36 % in 1999 and 41.2 % in 2005 as compared to 59.9 and 61.8 %
for males during the same periods. Conversely, the unemployment rate was
excessively high for women. It was 48.6 % in 1999 and 40.4 % in 2005 for
women while it was 28.26 % in 1999 and 22.7 % in 2005 for men. The
possible reasons for such wider variations, among other things, could be the
lower level of women's education & training and discrimination against
hiring of women by employers.
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Table 2. Participation, employment to population, and unemployment rates

by gender
1999 2005
Indicators

Male Female Total Male Female Total
Participation rates (%) 83.47 70.10 76.14 79.78 69.24 74.16
Employment-to-population 59.88 36.01 46.78 61.82 41.24 50.67

Ratios (%)

Unemployment rates (%) 28.26 48.63 38.55 2271 40.43 31.67

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005

In terms of education, it was generally higher for those with lower levels of
education and relatively lower for those with higher levels of education.
Those with secondary school education levels were found to be the most
unemployed (about 48.2 % in 1999 and 39.9 % in 2005), followed by those
with junior level or less education levels (38.4 % in 1999 and 30.15 % in
2005). On the other hand, for those with certificate/ diploma and
degree/beyond, the unemployment rates were 21 % and 12.7 % in 1999 and
23.7 % and 6 % in 2005, respectively. Not surprisingly, the unemployment
rates for the illiterate group were relatively lower than for the secondary and
junior/below education groups in both survey periods.

With regard to training, despite the variations among the different types of
training, it was generally found to have the desirable impact on
unemployment. Considerable differences were observed in unemployment
rates between those trained and untrained, 15 % in 1999 and 11 % in 2005.
Hence, the differences in the unemployment rates between the two groups
witnessed the unquestionable positive impact of training in reducing
unemployment.
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Econometric Analysis of the Determinants of Unemployment

So as to further examine the effects of the selected socio-demographic
variables on the probability of being unemployed, the study made use of a
binary Logit model supported by STATA version 10 statistical software.
The direction of the change in the probability of being unemployed vis-a-vis
the change in the explanatory variables is explained by the sign of the
marginal effects and/or the regression coefficients. As can be seen from the
regression result (Table 3), among the ten explanatory variables included in
the model, seven of them in the 1999 sample and about nine of them in the
2005 sample were found to be statistically significant. The results obtained
were more or less similar to other studies that looked in to the
characteristics of individuals to explain labor market outcomes.
Furthermore, the regression result supports the story that the descriptive
statistics put in the previous section. A simple test made to see whether
there is correlation among the explanatory variables proved that there is no
as such a serious problem observed. In addition, the problem of
heteroskedasticity was addressed by using robust standard errors estimation.
The discussions of the regression results are briefly presented as follows.

Sex (male): Undoubtedly, gender difference was found to be an important
explanatory factor the unemployment status of individuals. Sex was
statistically significant at 1 % level of significance in both the 1999 and
2005 samples. Holding the influence of other factors constant, the implied
marginal effects in the two survey periods showed that a male was about
21.4 % in 1999 and about 17.7 % in 2005 less likely to be unemployed than
a female. The negative sign of the coefficients and /or the marginal effects
in the two survey years support the observed gender wise differences
explained in terms of various labor outcomes in the descriptive section.
Indeed, the result is in line with a priori expectation and with earlier related
studies such as Guarcello & Rosati (2007), Berhanu et al. (2005), Kolev
(2005), UN (2003), and Krishnan et al (1998). However, it differs from
Leibbrandt & Mlatsheni (2004) who argued that the participation and
unemployment rates between young women and men are fairly similar in
urban labor markets. It also contradicts with the finding reported by Getinet
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(2003), who argued that females are less likely to be in the unemployment
than males in the 1994 data set.

MARS (married): Although it is statistically less significant in the 1999
data, it is highly significant in 2005. The estimated marginal effects imply
that compared with singles/divorced, married persons were about 2.2 % and
3.2 % less likely to be unemployed in 1999 and 2005, respectively. Its
negative association with the dependent variable implies that, the more
married people in the sample the lower the level of unemployment. The
reason is straightforward: married peopnle would relativelv be more
responsible for their household and strive to earn to finance the basic needs
of their family. Hence, unlike singles, married people are less likely to be
choosy and to wait for the desired ‘better job'. The result is in agreement
with the findings of Getinet (2003) and Krishnan et al (1998).

Age: Age was also found to be negatively related with the probability of
being unemployed, implying the youth are more exposed to unemployment
than adults. It was statistically significant at 1% level of significance in both
survey periods. The result is strongly supported by the descriptive data and
agrees with earlier empirical studies. More specifically, it is similar to the
findings of Kolev (2005), Getnet (2003), and Echebiri (2005).

Migration status: In this study, migration status was explained by
dummies representing the duration of continuous residence (DCR) in the
study area (Addis Ababa). The first dummy (DCR1) denotes the relatively
new migrants to the city who lived less than five years (< 5 years). The
other one (DCR?2) represents those migrants who stayed relatively longer (5
~ 9 years). Those who lived ten years and above were treated as non-
migrants and thus included in the reference dummy with the natives who
lived since birth. As the regression result indicated, both DCR1 and DCR2
were inversely related to the dependent variable and statistically significant
at 1 % level of significance in both survey periods. The resulting marginal
effects imply that a newly migrated person was about 16 % in 1999 and 6.4
% in 2005 less likely to be unemployed than a non-migrant. Similarly, the
probability of being unemployed for a migrant who relatively lived longer
(5-9 years) was lower by about 6.7 % in 1999 and 8.4 % in 2005 than a
non-migrant.
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The unexpected negative relation between migration and unemployment
might be attributed to the substantial proportion of females (almost 2/3),
most of whom were illiterate or had had at most junior education. Given the
city's relatively higher demand for domestic and casual labor, the female
migrants were more likely to be employed as domestic workers in
residential houses and in small restaurants or cafes, for which the non-
migrants were less interested. Hence, due to their poor educational level and
relatively weak social link that they would have with the non-migrants,
especially the recent migrants were less choosy and tend to accept whatever
kind of job (even those often perceived as ‘bad' jobs by the natives) to win
their daily bread. This resuli is consisient  with an cariier {inding 0y
Krishna (2001) cited in Getnet(2003:13). It is also consistent with the
findings of Berhanu et al. (2005:33), in which a migrant is said to have
relatively more chance to be employed than a non-migrant. However, the
result was different from that reported by Cattaneo (2008:22), who argued
that the difference between migrants and non-migrants is quite frail with
regard to unemployment.

Education: Obviously, educational attainment is one of the important
factors that best describes the position of individuals in the labor market.
For the purpose of this study, educational attainment of individuals was
categorized in to five and as a result four education dummies were included
in the estimation. The first dummy (EDUCI1) denoted the lower level of
education, ranging from non-formal to at most junior education (1-8). The
second one (EDUC2) was for secondary education, both old and new
curricula for 2005, ranging from 9-12. The third dummy (EDUC3) captured
above secondary education and below first degree i.e. certificate, diploma,
and degree &/ or diploma not completed. EDUC4 represented first degree
and beyond. The reference dummy represented the illiterate category.

The regression result indicated that, unlike the other covariates, the effect of

education on unemployment greatly varied between the two periods. The

first three education dummies were found to have direct relationship with

the dependent variable in the 1999 data set. On the other hand, the

regression result for the 2005 data suggests that all the four education

dummies are negatively related to unemployment. In the 1999 data set,
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EDUCI1 was statistically significant at 1 % level of significance and the
estimated marginal effect implies that, all else equal, a person in the lower
level of education category (junior or below) is about 10.5 % more likely to
be unemployed than an illiterate. Likewise, EDUC2 was statistically
significant at 1 % level of significance. In 1999, individuals in the
secondary education category were about 20.6 % more likely to be
unemployed than those with no education at all, ceteris paribus. EDUC3
and EDUC4 were highly insignificant, except that the latter had an inverse
relation with the dependent variable.

The higher incidence of unemployment for the first two education variables
(EDUC1 and EDUC2) in 1999 could be attributed to the poor labor
absorptive capacity of the economy at that time. More importantly, a
mismatch between the type of education provided at the stated levels of
education, which is highly theoretical and academic with no or limited
practical skills, and the labor market demand could be the main possible
factor for the excessive unemployment. The other reason probably is that
those with secondary education consider themselves educated with the
result that they tend to look down on self-employment in micro enterprises
and choose to wait for white-collar jobs, which are hard to find. The 1999
result is more or less similar to earlier studies such as Getnet (2003),
Berhanu ef al. (2005), and Krishnan et al (1998).

Regarding the effects of the same education variables in 2005, interestingly
they had all negative signs but with different statistical significance.
EDUC1 was statistically significant at 10 % level of significance. The
associated marginal effect implies that for individuals with education level
ranging between non-formal and junior, the marginal probability of being
unemployed declined by 13.4 % as compared to those illiterates. Similarly,
EDUC3 was statistically significant at 10 % level and the implied marginal
effect suggests that individuals with higher education involving diploma
and certificate were about 11.8 % less likely to be unemployed than
illiterates. EDUC4 was significant at 1 % level. The marginal probability of
being unemployed was lower by about 24.5 % for those who had secured

degree and above than those illiterates.
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Table 3. Results of the estimated Binary Logit Model on the effects of the
socio-demographic variables on unemployment in Addis Ababa
(dependent variable: probability of being unemployed)

1999 2005

\Ifsr'ubls

Coef. Roust Z-ratio P-value Marginal Coef. Roust Z-ratio | P-value Marginal

Std.Err. effects Sid.Err. effects

SEX -.9355 0571 -16.39 0.000 -214 % -8329 | 0421 -19.80 | 0.000 N i fand
MARS -0961 0681 -1.41 0.158 -022 1537 | 0s04 | -3.08 0.002 =032 vee
TRA -.4900 0879 -5.58 0.000 -.109 *** - 4257 | .0602 -1.07 0.000 - 087 *e*
EDUCI | .4466 0922 4.85 0.000 105 *** -6506 | .3405 -1.91 0.056 <134 *
EDUC2 | 8758 0968 9.05 0.000 .206 *** - 1864 | .3407 -0.55 0.584 -039
EDUC3 | 0150 1523 0.12 0.901 004 6173 | 3467 -1.78 0075 -118¢
EDUC4 | -.0589 2878 0.20 0838 -014 -1810 | 4132 -4.38 0.000 -.245 4
AGE -0243 0035 -7.01 0.000 =006 *** - 1384 | 0138 -10.05 | 0.000 =029 ***
DCRI TG 1082 -7.13 0.000 - 160 *** - 3211 0877 -3.66 0.000 <064 ***
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Table 3... cont’d

DCR2 | - 0842 -3.55 | 0.000 -067 #*+ - 0788 -5.46 | 0.000 -084 *o*
2993 L4306

_cons 4312 | L1369 315 | 0.002 8650 | .3508 247 | 0.014

Number of obs = 6378 Numberofobs = 11594

Wald chi2(10) = 594.76 Wald chi2(10) = 909.41

Prob > chi2 = 0.0000 Prob > chi2 = 0.0000

Pseudo R2 = 0.0900 Pseudo R2 = 0.0768

Log pseudo likelihood = -3869.6084 Log pseudo likelihood = -6744.0509

*¥* Significant at 1%; * significant at 10 %

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005

The observed radical change in the sign of the coefficients of the first three
education dummies in 2005 relative to 1999 suggests that some basic
changes might have occurred in the supply and/ or demand sides. In fact
there have been undeniable changes in both demand and supply sides after
1999, On the supply side, a substantial increase in the enrollment ratio at all
levels coupled with the expansion of TVET aimed at improving the
excessively academic mode of education to skill oriented might contributed
to the decline in unemployment. Besides, the government policy in favor of
micro and small enterprises and the associated all encompassing support for
the youth is supposed to have substantially stimulated self-employment of
individuals with different level of education since the early 2000s. On the
demand side, the recovery of the economy's performance following the end
of the FEthio-Eritrea war and the increase in the rate of investment,
especially the construction boom in the city can be some of the factors that
are assumed to contribute to increased demand for labor.
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Training: This is another strategy individuals adopt to improve their skills
and grow professionally in order to adjust themselves to the market demand
and thereby get rid of unemployment and even ensuring decent
employment. As expected, it was found to have negative impact on
unemployment. It was statistically significant at 1 % level of significance in
both periods. The estimated marginal effects for the two survey years
suggest that a person who had received some sort of training was 10.9 %
and 8.7 % less likely to be unemployed in 1999 and 2005, respectively
compared with a person who did not.

Conclusions and Recommendations

Conclusions

The gender and age wise distribution of the working age population by
activity status indicates relatively higher proportions of women and the
youth in the unemployed categories than their counterparts in both survey
years. In terms of marital and migration status, the proportion of the
unemployed is relatively lower among married and among migrants.
Differences are also observed in activity statuses due to variations in
education and training. Particularly, the proportions of the unemployed in
all education levels except in the degree or above are greater or equal to that
of the illiterate category. Training was found to have positive effects on
employment status of individuals. In general, however, some encouraging
improvements are observed in the activity status between the two periods,
about 4 % increase in the proportion of the employed and about 6 % drop in
the proportion of the unemployed.

In addition to the activity statuses, the three common indicators of the labor

market outcomes were also assessed in terms of the stated socio-

demographic variables. The overall participation rates were higher but

declining, which has to do with the increase in the school enrollment ratio.

The employment-to-population ratios were generally low in both periods

but an increasing trend has been observed. Although declining, the
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unemployment rates are incomparably high in both periods. In all the three
indicators, age wise the youth and gender wise women were found to be
disproportionately worse off in both survey periods. Particularly, the
disadvantaged position of women can be accounted for by the relatively
lower level of women's education and training as well as the existing socio-
cultural influences and discrimination against hiring of women.

The unemployment rate was observed to be higher among those who
attained some junior or secondary level of education. It was found to be
lower than the illiterates only for those who attained some tertiary level of
education. Unemployment rate was lower among those who have some sort
of training than the untrained. The implication is that training, especially if
demand-oriented, has strong positive effect on employment than simple
academic education below tertiary level, ceteris paribus.

Consistent with the descriptive findings, the econometric analysis has also
confirmed that sex and age are statistically significant and have negative
relationship with the dependent variable, signifying the inherent problem of
unemployment among women and the youth. Regarding migration status,
in spite of the type of job, a migrant is more likely to be employed than a
non-migrant. This result can be an indication of the obvious fact that there
is unmet demand for domestic and casual labor in the city, a pull factor for
the rural poor and marginalized youth, particularly women. Thus, given the
existing push and pull factors from rural areas and the unmet labor demand
in urban centers; the migrants' supply of labor would be mutually beneficial
to both the urban as well as the rural communities. Nevertheless, the current
rural-focused efforts of the government will have positive impact on
reducing rural-urban migration, at least in the long run and also as
evidenced by a 3 % drop between 1999 and 2005.

Education was found to have different impacts in the two survey years. In
the 1999 data analysis, the first three education dummies had a positive sign
while all of them were negatively related to the dependent variable in the
2005 data analysis. In fact, it would be erroneous to rashly conclude that
education has no impact or may aggravate unemployment. Rather, it
reminds us of the need for further research to carefully investigate the
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factors that may contribute to the situation. On the other hand, the 2005
negative signs of the education dummies could be an indication of the
improvement of the supply and demand factors in favor of reducing
unemployment, although much is remaining.

Training was, unquestionably, found to have a negative impact on
inemployment and to be statistically significant in both periods. The
implication is that training could be an important strategy to reduce
unemployment if expanded among the youth, particularly among those with
only secondary or junior education who constitute the larger proportion of
the unemployed in the city.

Recommendations

On the basis of the findings, an attempt has been made to put forward some
policy implications and recommendations that are supposed to be relevant
for policy design and formulation pertaining to the issue. The overall
findings of the study indicate that the city's working-age population is
characterized by a young age structure and also that women and the youth
are, at any rate, the foremost victims of unemployment in any measures of
the labor market outcomes. The implication is straightforward; these
segments of the society need due emphasis and special treatment. Indeed,
this study appreciates the so far efforts of the government through women
and youth specific policies and strategies. Nevertheless, the outreach and
impact of these programs and strategies are limited and should not by
themselves be considered as panacea for the excessive unemployment
prevailing in the city. Therefore, along with the existing endeavors:

* Market oriented further investment in special training and skill
formation activities that run parallel with the broader education
expansion efforts, is needed to improve the employment prospects
of the less educated or uneducated youth in general and women in
particular,

* The government should encourage the private sector to invest
more in industries with high employment creation capacity
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through joint venture with those requiring huge investment albeit
highly labor intensive, such as the manufacturing and tourism
sectors.

e Besides, incorporating entrepreneurship courses in the curricula,
starting from lower levels, would help to encourage self
employment and develop risk taking behavior of the youth.

e More integrated efforts needs to be exerted in promoting women
related institutions and affirmative actions to enhance active
participation and empowerment of women in the labor markets.
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Appendix A

Appendices

Table A1. Summary of specification of the explanatory variables

EDUC4

Degree and above

above O=otherwise

g Expected
Variable | Definition Specification Sign
1 Gender of the individual A dummy variable: 1= male; 0= Negative
Sex female
2 | Age of the individual Continuous variable: Age in years Negative
Age from birth
3 Marital status of the A dummy variable: |=married; Negative
MARS individual O=otherwise
4 Training status of A dummy variable: | =training - Negative
TRA individual received; O=otherwise
5 | Migration | Individual's year of Three Dummies, the reference being
status continuous residence in the | those lived since birth and above 9
city years
5.1 DCR1 Duration of continuous A dummy variable: 1= recent migrant | Positive
residence (migrated (0-4 years); O= otherwise
recently)
Duration of continuous A dummy variable: 1= early migrant | Indeterminate
s residence (migrated earlier ) | (5-9 years); O=otherwise
DCR2
6 Highest educational Five Dummies with illiterate the
Education | attainment of individual reference category
Categories
6.1 Education category ranging | A dummy variable: 1=basic to Junior | Negative
EDUCI from basic to junior level level; O=otherwise
6.2 Secondary education A dummy variable: 1= sccondary Negative
EDUC2 | ranging from 9-12 grade education; 0= otherwise
6.3 Higher education category | A dummy variable: 1=Certificate to Negative
EDUC3 | ranging from Certificate to | Diploma; O=otherwise
Diploma level
64 Higher education category; | A dummy variable; I= Degree and Negative

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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Appendix B

Table A2. Distribution of the socio-demographic characteristics of the
target population

1999 2005
Indicators Freq. percent Freq. Percent
Gender
Male 4603 54.88 9943 54,17
Female 3784 45.12 B412 45.83
Age Category
sete 1974 1.54
20-24 p 3930 21.41
25-29 1690 f‘s“g; 3725 2029
30-39 1316 li:ll 3126 17.04
40 - 64 1519 3457 18.83
1888 22.51 4117 2243
Marital status
Married 34
2759 329 ?g;o '+ i
nmarried 66.58
- 5628 67.1
Migration status
Recent migrant (<4 years) 739 8.81 1512 ‘| a3
Early migrant (5-9 years) 975 11.63 ::’;’:I 914
Non-migrant 73 7056 - 8255
Training status
Training received 18.21
Training not received 1527 TLB?S 21,14
6860 8179 78.86
Education level
1lliterate category 1250 15.02 2036 16
Basic to Junior 37.86 6983 38.04
7S 36.83 6141 33.46
Secondary (9-12) 3089 815 lg_zi': 10.48
Cetificate to Diploma 700 1.94 202
Degree and above 163

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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Table A3. Activity status by age group

Age category
i i 15-19 20-24 25-20 | 30-39 40-64 Total
1999 2005 | 1999 | 2005 | 1999 | 2005 | 1999 | 2005 | 1999 | 2005 | 1999 | 2005
Employed Freq | ad6 | 1028 | 675 | 1743 | 138 | 1875 | 986 235 | 1074 | 2320 | 3019 | 9301
% |26 | 2616 | 399 | 4679 | 5616 | 5998 | 650 | 67.5¢ | s698 | 5635 | 4678 | 5067
Usemployed | Freq | 479 | 631 | 722 |12 |an | o4 | 396 7 | 391 | 76 | 2459 | 402
% | 2429 | 1605 | 4275 | 3321 | 3584 | 3000 | 2600 | 2277 | 2074 | 1739 | 2036 | 2340
Inactive Freq | 1047 | 2271 [ 292 | 745 105 | 310 | 13s 3s | &0 |10m [ 1990 | w02
% [5309 [5779 [ 1729 | 200 | 50 | 992 | 8% 969 | 2228 | 2626 | 2386 | 2584
Toal | Freq [ 1972 [ 3030 | 1689 | 3725 | 1314 | 3126 | 1si7 | 3as7 | 1ses | a1z | s | 1s3ss
% | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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Table A4. Activity status in terms of marital status

Activity Status Marital Status
Married Not married
1999 2005 1999 2005
Employed Freq. 1593 3669 2330 5632
% 57.74 59.80 41.40 46.09
Unemployed Freq | 706 1400 1759 2912 |
% 25.59 2282 3125 2383
Inactive (Not in the Freq 460 1066 1539 3676
labor force)
%o 16.67 17.38 27.35 30.08,
Freq | 2759 6135 5628 - 12220
Tow % 100.0 100.0 100.0 100.0

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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Table AS. Activity status in terms of migration status

Migration status Employed Unemployed Inactive (NILF}
1999 | 2005 1999 2005 1699 2005
Migrants Freg. 946 1818 439 652 329 734
% ;
55.2 56.75 256 20.35 192 229
Non-migrants Freq. 2973 7483 2020 3660 1672 4008
%
446 494 303 24.15 25.1 26.45

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005

Table A6. Activity status in terms of training status

Training | Year Employed unemployed Inactive Total
Status
Freq | % Freq. % Freq. % Freq. %

Training 1999 1038 | 68,02 k1] 2497 107 7.01 1526 100.0
received

2005 2722 | 70.15 848 21.86 310 799 | 3880 100.0
I;‘i"iﬂs 1996 | 2881 | 4205 | 2078 |[3033 | 1892 |27.62 | 6851 100.0
received

2005 6579 | 45.45 3464 23.93 4432 30.62 14,475 100.0
Total 1999 | 3919 2459 1999 8387

2005 9301 4312 4742 18,355

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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Table A7. Activity status by education level

Employed Unemployed Inactive Total
Education Year
Category Freq. % | Freq. % | Freq. % | Freq. %
Iliiterate 1999 642 | 51.36 278 | 22.24 330 | 2640 | 1250 100.0

2005 1505 | 51.26 566 19.28 B6S | 29.46 | 2936 100.0

Junior and 1999 1424 44.85 888 27.97 863 27.18 3175 100.0
below, including
basic education

2005 3445 | 49.34 1487 | 21.29 | 2051 29.37 | 6983 100.0

Secondary 1999 1227 | 39.72 1143 [ 37.0 719 | 23.28 | 3089 100.0

O-2oag 2005 2798 | 45.56 1858 | 30.26 | 1485 | 24.18 | 6141 100.0
Centificate & 1999 489 | 69.86 130 | 18.57 81 11,57 700 100.0
Diploma

2005 1224 | 63.62 380 | 19.75 320 | 11.63 | 1924 100.0

Degree and 1999 137 84.05 20 12.27 6 3.68 163 100.0
above
2005 329 88.68 21 5.66 21 5.66 371 100.0
Total 1999 3919 2459 1999 8377
2005 9301 4312 | 4742 18355

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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Table A8. Age wise participation rate, employment to population ratio, and
unemployment rate

Age category
No. | Indi -
" 0 g 15-19 [20-24 | 25-29 | 30-39 | 40-64 Total
I Participationrate | 1999 | 4691 [ 8271 |9201 |oni0 | 7772 76.14
%) -
2005 4221 800 |9328 |03 | 7131 74.16
2 Employment-to- | 199 | 2262 | 399 | 5616 | 650 56.98 46.78
population
Ratio (%)
2005 |2616 |468 |s098 |6725 | 650 50.67
3 Unemployment | 1999 | 5178 [ 4275 | 3896 | 2865 | 2660 38.55
rate (%)
2005 | 3803 [41s1 | 3227 |2521 | 2439 31.67

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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Table A9. Unemployment rates by level of education

Unemployment Rates (%)
Education Category 568 o
[liiterate 30.22 27.33
Junior and below, including basic education 38.41 30.15
Secondary level (9 — 12 grades) 48.23 39.90
Certificate & Diploma level 210 23.69
Degree and above 12.74 6.0

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005

123



Socio-Demographic Determinants of Urban ... Tegegn Gebeyaw

Table A10. Unemployment rates by training status and type of training

Unemployment Rates (%)
Types of Training 1699 2005

Health related 12.50 ‘ 16.0
Social sciences, business related 15.79 19.34
Engineering & technology related 32.03 29.69
Natural sciences and teaching related 11.11 l2.9;1
Technical & vocational related 32.88 25.84
Law, Police and Military related 22.03 | 11.40
Total

I'Ihnsc who received Training 26.85 23.75
No training received 41.90 34.50

Source: Compiled from National Labor Force Survey of CSA, 1999 and 2005
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