





























The rapid population and labor force growth in developing countries, and the prospect that these
trends will continue, has aroused great concern about the resultant economic and social
consequences, particularly since many urban areas have serious employment and poverty problem

(Oberai, 1993). About 84 percent of the world’s youth live in developing countries (UN, 2007).

According to Okojie (2003), with stagnant economies and low economic growth rates in most
African countries, demand for labor has been low or declining, resulting in high levels of
unemployment. Currently, Africa’s 200 million people between the ages of 15 and 24 make up 60
percent of the region’s unemployed(World Bank,2008). The incidence of youth unemployment in
sub-Saharan African is estimated to be over 20 percent as well (ACBF, 2011).1t is arguable that the
high rate of youth unemployment in North Africa resulted in the political unrest in the region. As the
result of these protests, it has become a major concern to governments in the region and elsewhere in

Africa.

In spite of efforts made to solve the problem posed by the high level of youth unemployment by the
government of Africa, these efforts have for the most part not been successful and the number of
unemployed youth particularly, university graduates has kept increasing. Some of the barriers to
employment opportunities for many youth are: lack of job creation, vulnerability of young workers
to layoffs when economic growth falters, high labor costs or unrealistic wage expectations on the
part of youth, discrimination (i.e. negative attitudes towards inexperienced young workers), poor
access to fundamental education (example, the lack of skills from limited Jjob experience and hence
little access to on-the-job training), rapid economic change, and the compounded labor-market

disadvantages that accompany poverty and high rate of population growth (ACBF,2011 ).

Ethiopia is a country of the young. Its population was 73.9 Million, making the second most
populous country in sub-Saharan Africa after Nigeria. Out of the total population, youth constituted
about half and out of the 16 percent of urban population, youth’s proportion is very high (CSA,
2007). However, Ethiopia, is a typical case of developing world that has failed to make effective use

of its youth (Tesfaye et. al., 2005)

The Ethiopian rural labor market is characterized by disguised unemployment. Disguised
unemployment exists when few jobs are filled by many people in which case productivity will be
low and youth open unemployment as an urban phenomenon (Denu et. al. 2005/07). Unemployment
is high and is one of the socio-economic problems in the country. Urban unemployment rate was

20.5 percent in 2009. It was higher for females at 29.9 percent compared males which stood at



12.1percent (World Bank, 2011). According to statistical report on urban employment
unemployment survey (2010) of Ethiopia, youth unemployment was found 24.5 percent having

16.63 percent male and 31.6 percent female.

World Bank (2007) indicated that the potential causes of unemployment in urban Ethiopia include
the increasing number of the youth labor force, the rising internal migration and literacy rate.
Another study by Astatike (2003) stated that some of the most important causes in developing
countries especially in Ethiopia are the rapidly growing size of the labor force, poor to modest macro

economic performance, low level of job creation and low level of aggregate demand in the economy.

Oromia National Regional state is the largest populated region with around 27 million people. Out of
the total populations of the region 27 percent were youth in 2007. Besides, the size of urban

population was estimated about 3.4 million in which 39 percent were youth (CSA 2010c).

On the other hand, employment status of the region showed that unemployment rate in urban areas
of the region was found to be 17 percent with 13 percent of males and the corresponding females
unemployment rate was 21.8 percent in 2007 (CSA 2010d). According to statistical report on urban
employment unemployment survey (2010), youth unemployment in urban areas of the region was

found 22 percent, having 13 percent male and 29.6 percent female.

Woliso is one of the zone town of Oromia National Regional states, having according to 2007
Census report (CSA, 2007); a total population of 37,867, of which 18,868 were male and 18,998
were female. From the total population, 16,338 (43 percent) were youth in the age group 15-29.

In view of this, Ethiopia approved its youth policy in 2004. The general objective of the National
youth policy is to bring about the active participation of youth in the building of a democratic system
and good governance as well as in the economic, social, and cultural activities in an organized

manner and to enable them to fairly benefit from the result (MOY, 2004)

In line of the above given youth problems of the country and region, this study, will attempt to assess
employment status and socio-economic and demographic related causes of youth unemployment on
the basis of data collected from Woliso Town in South West Showa zone, Oromia National regional

state, Ethiopia.



1.2 Statement of the Problem

Unemployment has become an immense global problem and it affects a vast majority of the world’s
population currently. However, the impact and intensity might differ. In 2009 for example, as
indicated in the World Bank data base (2011), the urban unemployment rate stood at 20.5 percent in
Ethiopia, 23.5 percent in South Africa, 4.3 percent in China, 5 percent in Japan, 9.1 percent in

France,8.3 percent in Brazil and Sweden and 9.3 percent in the US.

It causes a waste of economic resources such as the productive labor force and affects the long run
growth potential of an economy. It also gives rise to private and social problems in the society such
as increased crimes, suicides, poverty, alcoholism and prostitutions (Rafik er al, 2010). The recent
uprising in the Middle East and North Africa, especially in Egypt and Tunisia is motivated by major

socio-economic problems such as rising unemployment (Behr and Aaltola, 2011).

Among unemployed population, youth unemployment has become a serious issue. The youth
unemployment rate is much higher than that of adult in most countries of the world. Studies by
World Bank (2008) indicated that, unemployed youth make up almost half of the world’s total

unemployed.

In developing economies, unemployment falls disproportionably on youth. Aftica and the Middle
East get on worst in this regard and are the regions where youth make up a striking demographic
majority. These regions face the additional burden of large numbers of young workers who are

underemployed and mostly in the informal economy (ILO, 2005).

Studies of the causes associated with youth unemployment indicated that the social and demographic
characteristics of individuals play significant role. Kingdon and Knight (2004) study unemployment
in South Africa and they show that unemployment is determined by education, race, age, gender,
home ownership and location among others. Eita and Ashipala(2010) study the determinants of
unemployment in Namibia for the periods 1971-2007 and conclude that unemployment is positively
correlated with investment, wage increase, and with an output level below the potential output. They
also found that unemployment is negatively related to inflation. Another study by Alhawarin and
Kreishan(2010) on long term unemployment in Jordan indicates that age, gender, marital status,

region, work experience and education are the major determinants.



Studies by Fontaine, (2008) that in the context of limited social network, young people faces
difficulty in searching for a Jjob. Motivation (attitude towards work) is also expected to be an

individual characteristic that influences the effort that is put into finding a job (DeGoede, er.al.2000).

World Bank (2007) indicated that the potential causes of unemployment in urban Ethiopia include
the increasing number of the youth labor force, the rising internal migration and literacy rate.
Another study by Astatike (2003) stated that some of the most important causes in developing
countries especially in Ethiopia are the rapidly growing size of the labor force, age, and family
education, poor to modest macro economic performance, low level of job creation and low level of

aggregate demand in the economy.

As many other developing countries, the labor market in Ethiopia is typically characterized by huge
inefficiency and under development (ILO, 2003). Labor supply in the economy by far exceeds labor
demand and many men and women are looking but unable to find suitable job and stay unemployed.
Apart from few of those who are gainfully employed, most often, many of them work either less
than full-time or simply work full-time but at low intensity. This brings about a waste of economic
resources such as the productive labor force and affects the growth potential of an economy of the

country. It also gives rise to private and socjal problems in the society and unemployed.

Unemployment is high and is one of the socio-economic problems in the country. The urban
unemployment rate was 20.5 percent in 2009. It was higher for females at 29 percent compared to
males which stood at 12.1 percent (World Bank, 2011). CSA (2010) also indicated that, all age

unemployment rate for urban Ethiopia was 18.9 percent, malel 1 percent and female 27.4 percent.

For youth, who comprise almost one-fourth of the urban population, unemployment rates range from
16 percent for 15-19 years old to 23 percent for 20-24 years old. This reflects much lower activity
rates for the younger group. Disaggregating by gender reveals even larger differences: male have 14
percent unemployment rate, is 12 percent points higher (World Bank, 2007). According CSA (2010)
of Ethiopia, youth unemployment was found 24.5 percent having 16.63 percent male and 31.6

percent female.

In general, unemployment, particularly youth unemployment in Ethiopia appears to be urban
phenomena. Among the critical development challenges facing the country, is high rate of youth
unemployment, and it is a key barrier to national efforts toward achieving the MDGS (Guracello and
Rosati, 2007). In spite of these challenges, youth issues were given only limited attention in the past

(Berhanu et al, 2005). However, recently, the government has started new initiatives to reduce the



problem through encouraging entrepreneurship and by increasing youth participation in the

development activities of the country (MOY, 2004).

All age unemployment rate for urban Oromia region was 16 percent, male 8.5 percent and female
24.4 percent. Youth also faced employment challenges. According to CSA (2010) in urban area of
the region youth unemployment was found 22 percent having 13 percent male and 29.6 percent

female.

Woliso town is one of the zone town of Oromia Region, recently growing very fast and varieties of
informal sectors, hotels, petty trading, construction activities, are expanding that contribute to large

number of youth in-migrants from nearby rural areas that may increase unemployment problems.

In spite of the above facts, the specific causes affecting youth employment in the town have not yet
been assessed. Therefore, analyzing individual’s characteristics in explaining youth unemployment

is relevant to tackle these problems through some kind of policy actions.

This study was therefore, attempted to explore and analyze employment status and some
demographic and socio-economic related factors that explain youth unemployment to fill the

knowledge gap in the study area.
1.3 Objectives of the Study.
1.3.1 General objective

The general objective of this study is to explore employment status and the factors that influence

youth unemployment in the study area.
1.3.2 Specific objectives.
The specific objectives of the study are:
1. To assess the magnitude of youth unemployment in the study area
2. To examine demographic differentials in explaining youth unemployment.
3. To investigate socio-economic factors in explaining youth unemployment.
4. To recommend some issues in relation to youth unemployment in the study area
1.4 Significance of the Study

According to Curtain (2004), the problem of youth unemployment is a serious cause for concern on

a number of grounds. First, the youth makes up a significant proportion of the population and hence,



expenditure on such proportion of the population may turn out to be a lost investment if, ultimately,
the youth is not going to be in a position to support itself and the larger society. Second, high level of
youth unemployment and the sense of desperation it creates have been linked to social problems that

threaten the stability and peace of a society.

In Ethiopia, youth employment challenge is a critical development problem. Berhane ef al (2005)
stated that youth unemployment rate is consistently higher than any other age group of the
population of the country. Studies by Guracello and Rosati (2007) also stated that young people
living in cities and towns are much more likely to be unemployed than rural young people. Oromia is
one of the regions of the country where urban youth unemployment rate was 22 percent (CSA,
2010). Most previous researches mainly focus on National level analysis of youth unemployment.
This study therefore focuses on local and individual level analysis of youth unemployment and
hence focuses on socio-economic and demographic characteristics in explaining youth

unemployment.

So far, no study has been conducted on the determinants of youth unemployment in the town of
Woliso. Therefore, the study findings may provide knowledge about the role of individual’s socio-
economic and demographic related factors in explaining youth unemployment. In addition it may be
useful in initiating the regional and local development planners and decision makers to implement
the development program and to address the cause or determinant which facilitated unemployment

problem of the youth. Moreover, the result of the study may serve as a base for further study.
1.5 Limitations of the Study
The following limitations were encountered in this study.

1. Some respondents showed unwillingness to give accurate information on some socio-economic
characteristics such as for example, household income. And some others said that “information
has been collected several times, but brought nothing to us so why do we give information”.
Frequent meeting conducted by city administration is also leads to frequent appointment,

2. The socio-economic and demographic variables of youth unemployment are multidimensional
and hence, to asses such variables it requires the consideration of large sample size. However, due
to resource constraints the study was restricted to only 480 youths. The study results may not be
generalized to the whole youth population even if it can show the factors that explain youth

unemployment in the study area and help as a base for further study.



L.6 Operational Definitions of Terms and Concepts

Youth: - part of the society who are between age 15-29(MOY, 2004)

Employment status: - is a dichotomous word which indicates whether an individual is employed or
unemployed. That is, unemployed refers to those people without work but
looking for work or currently available for work during the reference period
(CSA, 2010) and the employed refers to those persons who were engaged in
productive activities during the reference period as paid or self employed (ILO,
1992)

Productive activities: - work which involves the production of goods and services for sale or
exchange (ILO, 1982 cite in CSA, 2010)

Enumeration Area (EA):- is a unit of land delineated for the purpose of enumerating population
and housing units without omission and duplication. EA in urban areas
constitutes 150-200 housing units. (CSA, 2004)

Household:- consist of a Person or groups of persons, irrespective of whether related or not , who
normally live together in the same housing units or group of housing units and
have common cooking and eating arrangements.

Head of Household: - is a person who economically Supports or manages the household or for some
reason of age or respect is considered as head by the other members of the
household. It could be a male or a female (CSA, 2004).

Social capital: - can be defined by all entities that facilitate individual or collective action, generated
by networks of relationships, reciprocity, trust, and social norms. It is
combinations of the number of people who can provide support and the
resources those people have at their disposal (Flap et al, 2001)

Human capital:- as the stock of potential physical and mental attributes such as knowledge and
intelligence, talents and skills, motivations and energy which can be invested in
through health, education and training where economic, social and time
Tesources are spent to increase the individuals’ productivity and enhance their
performance and thus secure the best jobs(Allen and DeWert,2007)

Motivation to work: - is the extent to which person is motivated and committed to work and find
Job which influenced by person’s values/work-ethics that promote working
Career, responsibility and health of the person (Wiener, 1999 and DeGoede ef al,
2000)



1.7 Organization of the Study

This study is organized in to five chapters. Chapter one covers background of the study, statement of
the problem, objectives of the study, significance of the study, limitations of the study and

operational definition of terms and concepts.

theories of unemployment, factors of youth unemployment, consequences of youth unemployment,

research questions, variable specification and conceptual framework of the study.

Chapter three covers description of the data source, study design and methodology which include,
study area, study approach, design and target population, data sources and survey method, sampling
procedure, data collection process, methods of data analysis, variable description and ethical

consideration.

Chapter four covers study results which include demographic and socio-economic profile of the

respondents, some characteristics of unemployed respondents, bi-variate and multi-variate analysis,

Chapter five covers, conclusions and recommendations.



Chapter Two
2. Review of Related Literatures
2.1 The Concepts and Definitions of Unemployment and Related Terms
2.1.1 Youth

The operational definition of youth varies widely from country to country depending on cultural,
institutional and socio-political issues. In industrialized countries, the lower age limit usually
corresponds to the statutory minimum school-leaving age, whilst the upper limit tends to vary more
widely. In Britain, for example, “youth employment policy” generally refers to policies targeted at
the 16-18 year old age group whilst in Italy the term is used to describe policies for people aged

between 14-29 in Northern Italy and 14-32 in the south (O Higgins, 1997).

Developing countries often have no minimum school leaving age and the standard reporting of the
labor force can began as early as ten years of age (Ibid). In the context of Africa, such an approach
(15-24) has its limitations because of the nature of youth. On the one hand, children are often called
up on to help out with family work in the field or the market place well in advance of their fifteenth
birth day; on the other hand, generational distinctions with in an extended family, or assigned
responsibilities and dependence relationships within a community frame work, limit the applicability
of 24 as the cutoff date for youth. Consequently, one observes in Africa a demographic fastest in the
lower age groups and where the transitions from childhood to youth and from youth to adulthood
would not be clearly defined (Nigam, 1986). However, the standard United Nations definition states
that youth include people between 15 and 24 years of age (UN, 1992). Following the Ethiopian
definition, in this study, youths are defined as persons in the age group 15 to 29 years of age (MOY,
2004).

2.1.2 Unemployment

There is little agreement and a great deal of confusion is among countries as to what constitutes
“work” or “no work”, ‘employment’ or ‘livelihood’. The employment-unemployment dichotomy
also fails to include a far more significant marker of economic activity for youth and most other
urban dwellers, namely underemployment, the kind of work that is common place in big African
cities but that is difficult to quantify because it may be short, irregular, hidden, etc.(Sommers,2010).
To make it formal, unemployment is of different types. These include the following concepts

(Todaro 1994):
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* Voluntary Unemployment: if individuals are experiencing unemployment because of non-
availability of job opportunities at or above their reservation wage. Reservation Wage: is the
minimum wage rate at which individuals will be induced to participate as they consider the wage

rate to be acceptable.

e Involuntary Unemployment: if individuals are experiencing unemployment because of non-
availability of job opportunities at the going wages.

¢ Open Unemployment: is a situation in which people willingly withdraw themselves from jobs
relying on other with of support and unwillingly, when they are searching for jobs but are unable
to find one.

* Under Employed: it includes those working less than they would like to work.
According to Ehrenberg and Robert S. Smith, (1996) unemployment is divided into four types:

* Frictional Unemployment: it occurs when an individual is out of his/her current job and looking
for another job. The time period of shifting between two jobs is known as frictional
unemployment. This condition arises because labor markets are inherently dynamic; information
flows are imperfect and because it takes time for unemployed workers and employers with job
vacancies to find each other. Even if the size of the labor force is constant, in each period there
will be new entrants to the labor market searching for employment while other employed or
unemployed individuals are leaving the labor force. Some people will quit their jobs to search for
other employment. Moreover, random fluctuations in demand across firms will cause same firms
to close or lay of works at the same time that other firms are opening or expanding employment.
Because information about the characteristics of those searching for work and the nature of the
jobs opening up cannot instantly be known or eval uated, it takes time for job matches to be made
between unemployed workers and potential employers. Hence, even when, in the aggregate, the

demand for labor equals the supply fractional unemployment will still exist.

e Structural Unemployment: it comes about due to the structural changes within an economy, i.e.
when there is a mismatch of skilled workers in the labor market. The cause might be geographical
immobility (difficulty in moving to a network location), occupational immobility (difficulty in
learning a new skill) and technological change (introduction of new techniques and technologies
that need less labor force). It depends on the growth rate of an economy as well as on the structure

of an industry.
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e Demand Deficient (cyclical) Unemployment: is associated with fluctuations in business activity
(the business ‘cycle’), and occurs when decline in aggregate demand in the output market causes
the aggregate demand for labor to decline in the face of down turn in an economy,

e Seasonal Unemployment: is a type of unemployment that occurs due to the seasonal nature of
the job. It is similar to demand deficient unemployment in that it is induced by fluctuation in the
demand for labor.

Although, different scholars defined unemployment differently, the ILO’s definition of

unemployment, which is now the most widely used, is based on three criteria which have to be met

simultaneously. The unemployed comprise all persons above the minimum age specified for
measuring the economically active population who during the reference period were without work,
currently available for work, and seeking work (LIU et al 1999). Thus, a person is classified as

unemployed if she/he meets all these three conditions.

e Without work: those who are not in paid employment or self employment as specific by

the ILO’s definition of employment.

e Currently available for work: those who are available for paid employment or self-

employment

e Seeking work: are those who had taken specific steps in as a specified recent period to

seek paid employment or self-employment.

It was felt that the standard definition of the unemployment, with its emphasis on seeking work
criteria, that is to take active steps to look for work might be somewhat restrictive and might not
fully capture the prevailing employment situations in many developing countries where the labor
market is largely unorganized or of limited scope, where labor absorption is at the time in adequate
or where the labor force is largely engaged in the informal sector or self-employed. Hence, Ethiopia
like some other developing countries utilized a relaxed definition for seeking work and adopted the

availability criteria rather than restricting only and the actively seeking work criteria (CSA, 2010).

Following the CSA (2010) definition, in this study, the unemployed population consists of those who
are not working but currently available for work during the reference period. This includes those
who are and are not actively seeking for work or discouraged job seekers refers to persons who want
a job and are currently available for work but who have given up any active search for work because

they believe that they cannot find it. Therefore, the unemployed youth consists of those who are not

12



working, but currently available for work during the reference period (last seven days) of age 15 to

29 years.
2.2 Analytical Levels of Youth Unemployment

Various studies have developed several theories on various analytical levels which try to explain the

emergence of youth unemployment.

® Macro level : There are factors of influence on a macro-level which are also referred to as
structural explanations for unemployment(Hammer,1997).Structural explanations focus on the
characteristics of the labor market and the institutional context, like rules, regulations and the
social welfare system. More over they occur on a level that is beyond individual’s control
(Nordenmark, 1999) and are assumed to determine cross-national variation in unemployment

(Breen, 2005)

* Meso level: Social networks are also other factors that influence the chances of becoming
unemployment. For instance social networks can be used to find jobs and provide support during
the job search process (Flap et al 2001). Besides providing resources that can help find
vacancies, social networks can also influence a person’s norms and values by means of

socialization process (Erickson, 2001, Holzer, 1988).

* Micro-level: Individual factors influence the chance of becoming unemployed. In addition to
demographic characteristics, various theories such as the human capital theory aim to clarify the
influence of personal characteristics on the likelihood of becoming unemployed. It refers to the
stock and knowledge embodied in the ability of a person specifically with regard to his or her
occupation or in general. It is the skills and knowledge gained by workers through education and
work experience (Becker, 1964). It is generally believed that more education, vocational or
university, will lead to better job opportunities (Breen, 2005) and education is expected to
provide an insurance against unemployment (Fernandez, 2006). Besides education, work
experience is another way in which the individual can accumulate more human capital and will

increase the chance of finding a job quick.

This study focuses on local level, and specifically on individual’s demographic and socio-economic

factors of unemployment.
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2.3 Theories of Unemployment
2.3.1 Human capital theory

Human capital and Modernization theories underpin the role of education and training on
unemployment reduction. Human capital as the stock of potential physical and mental attributes such
as knowledge and intelligence, talents and skills, motivations and energy which can be invested in
through health, education and training where economic, social and time resources are spent to
increase the individuals’ productivity and enhance their performance(Becker 1964). Therefore, it
refers to the skills, education, health and training of individuals. In addition, human capital theory
paints appositive picture of higher education, portraying it as providing the skills needed to perform
complex jobs, making people more productive, thus sustaining-economic growth. People with the
most human capital are said to be the most productive and thus secure the best jobs and the highest
salaries (Allen and Dewert 2007). Up on acquiring the lacking human capital, a promotion to a
higher position will follow, to more adequately match the level of human capital that an individual

possesses (Cheswick and Miller 2007).

On the other hand Credentials theory, questions whether post secondly education provides necessary
skills used in employment. In their view point, skills are by and large acquired on the job, and
employers see education as a predictor of the future productivity and trainability of employees

(Boudarbat, 2009).
2.3.2 Social capital theory

Coleman (1988) argues that Social Capital is changes in the relations among persons that facilitate
action. It focuses on the existence and nature of relationships. He identified three forms of social
capital: obligations and expectations, which depend on trust worthiness of the social environment,
information flow capability of the social structure, and norms accompanied by sanctions. The
existence of these forms of social capital within the family or outside the family could have
significant implication for a person’s Labor market out comes. Example, in trying to find a job for
the young person, a family member may be able draw on connections with persons he previously
served in some way, expecting now to be paid back or family might be connected to a community or
network which carries significant information about jobs which may have not existed otherwise.
There may also be norms such that those with in the circle are taken care of or helped when in need

which might facilitate the process of looking for a job.
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