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Introduction 

It is not an easy task to analyse the impact of any institution on the economy and society at large. 

A ‘footprint’ exercise, however, improves our understanding and perceptions about how 

complex organisations work and their impact on stakeholders and geographies. 

Universities bring this challenge into sharp focus: the breadth of their contributions poses a 

particular problem for the analyst, but at the same time both the size and timescales of their 

contributions make this analysis necessary. This analysis is both difficult and essential. 

The links between universities and wealth creation are now widely recognised and have been 

used to justify the increase in Government funding of research in the US, UK, Europe and 

elsewhere. However, rarely have their impacts been measured and never, it can be argued, 

comprehensively. 

This study takes on this complex question and seeks to broaden the perspective by aiming to 

develop a framework within which the impacts and contributions of a university can be 

identified, described and analysed. The study will not be uniform in its treatment of the various 

components within the framework, and some components are inherently more tractable for 

quantitative analysis than others. Unsurprisingly, the study is most detailed in its analysis of the 

economic role and impact of the University. 

There was a period when universities simply taught students. Over time; however, universities 

have also become centres for research, innovation, new products and new businesses. More often 

than not, the quality and type of research and innovation have become the defining 

characteristics of a university. Taken together, these factors have changed the context for post-

secondary teaching. Universities now take up the challenge of providing continuing lifelong ‘up-

skilling’ and education, while at the same time meet the increasing labour force demands for 

highly specialized skills and push higher and forward the frontiers of knowledge. 

 

Universities and the Workplace: The Issues 

Universities have not fared well in their skilling task and have often been criticised for 

generating vectors of “outputs” that have little resemblance to what the labour market requires 

and expects. On the other hand, universities have argued that the expectations that they produce 

the labour force requirements miss the core functions of universities and saddle them with 

unrealistic expectations. They argue that their primary function is to train minds and develop 

critical thinking faculties and not labourers. The new economic theory of education 

conceptualize the universities as social institutions that reduce the transaction and search costs 
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for employers by signalling the attributes of their prospective employees and that this function is 

valuable and cost reducing. A labour market without signalling from universities and with no 

institutional accreditation is costly for employers and society.  

Universities argue that the trajectory of most individuals in their education and careers is seldom 

linear. Few people at 17 or 18 have a crystal-clear idea of what their job will be at age 40. The 

patterns governing the modern workplace are fundamentally different from this linear structure. 

Yet there seems to be an increasing, and perhaps a mistaken expectation that graduates are 

entitled to find a high-level and high-paying job right out of university. Any lag or mismatch is 

squarely the fault of universities.  Universities are wrongly blamed because they are not, and 

should not be, in the business of producing “plug and play” graduates—workers who can fit 

immediately into a specifically available job. Universities conceive their role differently; they 

must provide the kind of broad intellectual and personal development that enables graduates to 

thrive in a world that is constantly changing, a world that demands creativity, innovation, 

flexibility, adaptability, a world in which they will change jobs as the shelf life any occupation is 

now less than seven years. To graduate students for a specific job is not only difficult, it is also 

wasteful.  Universities are not to be seen as training centers and the responsibilities of employers 

to train their workers should not be shifted to universities. Further, specific job training should 

come primarily from the work place, building on the broad foundation developed through 

university experience. 
i
 

The argument is further extended to suggest that universities are primarily in the business of 

positive human development as they focus on enhancing the abilities of graduates to 

communicate clearly and effectively, to analyze, to clarify ambiguities, to deconstruct problems 

into manageable parts, to think critically and to question deeply. All of this has real value in the 

workplace. When a graduate is employed the employer has on its pay-roll an experienced 

communicator, a problem solver, an innovator, an adept researcher and a critical thinker. These 

are critical skills with high values and should be valued highly.   

As well, employers are less willing to invest in training, but this does not translate automatically 

into universities assuming this task that they are ill-fitted to assume. Calling on universities to 

tailor curriculum ever more precisely to meet specific workplace needs is not realistic and not in 

the best interest of the employers and the economy. The appropriate division of labour 

responsibilities calls for a different arrangement. Universities educate but employers train. This 

does not necessarily mean that employers bear the full cost of training. There are sufficient social 

benefits here that exceed the social cost that warrant public support. 

Finally, in the increasingly knowledge-based economies of the future, universities point out that 

the economic health of countries is strongly tied to critical thinkers they are graduating. The next 

generation of leaders in the knowledge-based economy will only emerge from these institutions 

and can only be great if employers understand and value university education as a broad 

education, not specific skill training. The oversimplification of the line between education and 

employment runs, counter to the interest of employers, society and efficiency. Employers, 

universities and governments need to recognize this and invest appropriately in their respective 

roles in education and job training.  
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Not surprisingly, a different view is advanced by the proponents of a more active and more 

specific role for universities in the workplace. Their main contention is that universities dismiss 

the growing skill gap observed in the labour market and the high rates of unemployment of youth 

and university graduates in Kuwait, other Gulf countries, the Arab World and many other 

countries. But for this criticism of universities to stick it has to be shown that the mismatch 

between the skills of university graduates and those demanded by employers is the real and most 

serious reason for youth and university graduate unemployment. There are, indeed, many 

alternative hypotheses that have been developed to explain the observed high rates of 

unemployment of university graduates. These range from insufficient aggregate demand, limited 

diversification of the domestic economy, rentierism and rent seeking behaviour. In the 

quantitative section we will review the evidence and evaluate these hypotheses.  

Different criticisms have been levelled at universities from another corner. Universities have 

remained confined to a narrow age cohort of students between 18-22 years of age, typically 

studying between 8 a.m. to 5 p.m., in specific college towns, and enrolled in a 8 to10 faculties 

earnings a limited number of no more than 70 types of degrees and certificates. University 

education appears to have remained mired within the Fordist smokestack structure of production 

with silos and homogeneous products and did not transit into the modern flexible ICT structure 

of flat bases, real time adjustments and customization.  

The rapid pace of technological change in the early 1990s has further quickened and has 

increased the value and importance of research and development and knowledge-based products 

and industries as the basis for competitiveness in the world markets. The new ICT technologies 

are changing the nature, pace and location of economic activity. They are creating new products, 

markets, institutions and values. They are widely accessible, relatively inexpensive but changing 

at a dizzying pace. Software has replaced hardware as the major ingredient for improving 

efficiency and realizing competitive advantage. Advanced materials are replacing natural 

resources as substitutes resulting in drastic declines in the resource intensities of products.  

Combined with human intelligence, information technology has replaced physical capital as the 

leading factor of production. In an era of human-made brainpower industries, the distinction 

between labour and capital has become blurred. Skills and knowledge, human capital, can be 

created by the same investment funds that create physical capital. Raw labour still exists, but it 

has increasingly become much less important in the production process and can, in any case, be 

accessed cheaply from large pools of unemployed or underemployed workers around the globe.
ii
  

Knowledge stands alone today as the only source of sustainable comparative advantage. Silicon 

Valley, Bangalore, and Boston’s Route 128 are where they are simply because that is where the 

brainpower is.
iii

 Success and failure in this world is now increasingly more dependent on whether 

a country is making a successful transition to the human-made brainpower industries of the 

future, not on the size of any particular activity, sector or investment budget. 

Technological change has shortened the shelf life of occupations and skills and the success basis 

of universities and colleges. The rapid pace of technological change in the early 1990s has 

further quickened and has increased the value and importance of research and development and 

knowledge-based industries as the basis for competitiveness in the world markets. The new ICT 

technologies are changing the nature, pace and location of economic activity. They are creating 

new products, markets, institutions and values. They are widely accessible, relatively 
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inexpensive but changing at a dizzying pace. Software has replaced hardware as the major 

ingredient for improving efficiency and realizing competitive advantage. Advanced materials are 

replacing natural resources as substitutes resulting in drastic declines in the resource intensities 

of products. Japan's industrial production almost tripled between 1965 and 1985, while 

consumption of energy and raw materials hardly increased. 

Combined with human intelligence, information technology has replaced physical capital as the 

leading factor of production. In an era of human-made brainpower industries, the distinction 

between labour and capital has become blurred. Skills and knowledge, human capital, can be 

created by the same investment funds that create physical capital. Raw labour still exists, but it 

has increasingly become much less important in the production process and can, in any case, be 

accessed cheaply from large pools of unemployed or underemployed workers around the globe.
iv

  

Knowledge stands alone today as the only source of sustainable comparative advantage. Silicon 

Valley, Bangalore, and Boston’s Route 128 are where they are simply because that is where the 

brainpower is.
v
 Success and failure in this world is now increasingly more dependent on whether 

a country is making a successful transition to the human-made brainpower industries of the 

future, not on the size of any particular activity, sector or investment budget. 

Workers are expected to change their occupations over 7 times over the course of their working 

lives. This calls for life-long learning, retraining, upskilling, retooling and continuous learning 

for all independent of time, age or location. The conventional structure of university learning is 

running afoul of the new labour market demands and the technological infrastructure. 

In response, many universities and colleges are thinking hard about their relevance and position 

within their community. They are bringing new programs, degrees, instructional methods and 

inventions to market at an unprecedented pace and developing closer connections with many 

partners and stakeholders in their communities.  

 

The Nature and Structure of University Contributions 

At the core of the University as an economic node are its contributions to the community of a 

suite of benefits, some of which are listed below: 

 A large proportion of a university’s direct expenditures and resulting indirect and induced 

spending remain within the community and the Province.   Unlike many industries that 

tend to import a high proportion of the goods and services required in their production 

processes, universities tend to spend comparatively more money locally; 

 A large proportion of spending is on wages and salaries.  As a result, university 

expenditures create more jobs than many other sectors;  

 University employees typically earn higher wages relative to other industries, providing 

higher incomes and better job opportunities in their local economies.  This results in 

considerable added spending power, stable incomes and greater tax revenues; and 

 Incomes earned at the University are typically high and stable. Economists refer to them 

as part of the “permanent” income of consumers who typically spend a higher proportion 

of these incomes compared to more volatile or “transient” incomes. 
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These benefits accrue principally on the operating and capital expenditures of the university and 

on the students’ expenditures away from home. They represent a truncated view of what 

universities contribute to their economies and societies. A few of these benefits that go beyond 

the university as a core business are listed below. 

 

The University as Creator of Skills and Knowledge 

The complex and diverse ways in which the University relates to the society and the economy 

will be identified and analysed with the objective of highlighting the mechanisms and the 

processes that connect the University to society and the national economy. Some of these 

processes and mechanisms are discussed below. 

 

The University as a Knowledge Generator 

We will identify the tangible examples of how a university transfers knowledge beyond the 

campus.  We will categorise these transfers as: 

1. Technology Transfer Based Spin-offs - These include knowledge transfers documented 

through intellectual property protection processes and contractual transfers of rights. 

Universities have a legacy of spin-off companies originating from the early 1980s to the 

present. The nature and type of spin-off companies will be identified.  

 

2. Partnerships and Funded Research – These knowledge transfers occur through a range of 

contractual to less formal partnerships and research programs.  Funding for research 

originates from a number of private, philanthropic and public organisations.  The extent 

and attribution of benefits from these relationships is difficult to track due to the 

“collective attainment of knowledge” nature of interactions, but an attempt will be made 

to bring them under scrutiny. 

 

3. Knowledge Generation Through People – In its familiar role as teaching institution, 

universities educate students who graduate and enter the work force with a range of 

skills.  Companies that hire graduates, students or co-op students are recipients of 

knowledge conveyed to the students at the university.  Perhaps the least tangible of these 

three methods of knowledge transfer, there have been some attempts to measure the value 

and there is abundant anecdotal evidence supporting its existence. 

 

Overall, intellectual capital produced at the university is an invaluable asset to the economy. 

These contributions need to be identified and quantified.  

 

The University as a Visitor Attraction 

Beyond the core operational aspects of the university and the familiar role of knowledge 

generator, a university attracts visitors to a community, stimulating economic impacts in the 
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process.  Visitors include elementary / secondary school students and parents, business visitors, 

event goers and facility users, alumni and casual visitors.  

Students attending a given university originate from a number of geographies. Estimating off-

campus expenditure of this group is will allow the identification of the “tourism” aspect of the 

university.  

 

The University as a Social Institution 

Quantification of all beneficial impacts generated by a university is not possible.  Certain aspects 

of the university have qualitative benefits not easily assigned a precise monetary value, but 

represent an extraordinary contribution to the overall quality of living in a community.  These 

benefits include: 

 

 Economic Stimulus of Higher Education – University training and education is widely 

regarded as being beneficial to the economy. We will analyse the income differential 

between degrees to determine the contingent value associated with attainment of various 

types of post-secondary education in a given location as a proxy for the “value of 

knowledge”. We will also point out the value of the accreditation role of the university. 

 

 Community and Cultural Contribution – Facilities and activities at the university serve to 

broaden the cultural base of the community. 

 

 Enhanced Reputation – Through participation in a wide range of scholarly activities in a 

given university typically heightens the international profile of the region and will allow 

the region and the University to export services and technology to many parts of the 

world. 

 

 Open Space – Universities have many acres of accessible open space. 

 

 Charitable Contributions – Students, staff and faculty are all active in a range of 

charitable activities. 

 
The Effects of the Core Activities 

In addition to expenditure, a university has an impact on the economy and society of a region 

and/or nation via the effects of its core activities: teaching and research. The direct effect of 

teaching is the increase in knowledge and skills of the student. Indirectly, that person will also 

have the potential for personal development as a result of this exposure. University research 

leads to direct advancement of science, arts and humanities while the stream of discoveries and 

publications leads to a further dissemination of science and arts into society. 
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The Impacts of the Core Activities 
 

The core activities of a university have economic as well as societal impacts and in the model 

they are split into nine impact Modules, five of which are economic and four societal, as shown 

in Figure 1. The following examines each of these in turn from their economic impacts: 

 

• Module One (Direct Expenditures) addresses direct expenditure whether on operations or 

capital. These expenditures are large and qualify the university as an industry with inputs 

(students, professors, classrooms, etc.) and outputs (skills and knowledge). 

 

• Module Two (Indirect Expenditures) traces the expenditures of supporting industries that 

sustain the demand of the universities and their constituent parts. 

 

• Module Three (Labour Productivity) addresses the way in which a university’s teaching 

activities are reflected in the increased labour productivity and earnings of its graduates. 

The increased productivity derives from skills and resources that the students acquire over 

the course of their education. 

 

 

Figure 1 – An Overview of University Core Activities 
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• Module Four (Knowledge Transfer) examines the direct impact of research activities as 

reflected in knowledge and technology transfer. Inventions and knowledge are made 

commercially available to the world via, for example, licensing, patents, knowledge 

transfer partnerships or companies spinning out from the university. 

 

• Module Five (Entrepreneurship)  is concerned with the indirect impact of a university’s 

teaching activities and considers the ways in which the opportunity for personal 

development influences, for example, the entrepreneurial activities of those students, which 

in turn can be measured by companies set up by graduates after they leave the university. 

 

• Module Six (Knowledge Application) focuses on the ways in which third parties have 

access to the knowledge generated via publications in international journals. The impact of 

this can be measured by analysis of the number of times a manuscript has been cited, and 

therefore used, by other researchers in an academic or commercial setting. 

 

A similar interplay between teaching and research and the associated direct and indirect impacts 

can be examined for their societal impacts. Impacts under this heading are harder to quantify and 

merit more extensive study with the objective of developing meaningful measures: 

 

• Module Seven (Productivity Enhancement) looks at the direct way teaching increases the 

labour productivity of a university graduate as well as delivering additional favourable 

outcomes to society. 

 

This effect can be found in a wide range of professions, where the graduate uses skills and 

knowledge to support or improve society; examples might be a social worker or pro-bono work 

by a lawyer. These are captured in two separate modules: 

 

• Module Eight (Community and Cultural Benefits) considers how a university brings the 

results of its research activities to the public via educational talks, festivals and road shows, 

exhibitions in museums and botanical gardens, thereby having a direct non-economic 

impact on society. 

 

• Module Nine (Voluntarism) identifies that a further return to society is reflected in the 

charitable work undertaken by graduates, as a result of stimulation of their personal 

development. 

 

 

The Virtual University 

There are many definitions of what a virtual university is but the following discussion focuses on 

its most defining characteristics. The Virtual University can be said to be a multimedia network 

learning environment that differs from more traditional learning environments in that it is 

customisable. It has been suggested that it is this customisation, achieved through tailorable 

education environments and with the use of special education tools that distinguishes virtual 

university software from the more generic networking systems, like computer conferencing or 

communication tools on the Internet (Harasim et. al. 1995). According to Harasim et. al, virtual  
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universities support the design and delivery of courses and programs for any form of post-

secondary education, which could include university degrees, corporate education, professional 

development, and work place training. Leidner and Jarvenpaa (1995), suggest a similar 

definition. They state that the vision of any form of virtual learning environment (i.e., a virtual 

university) is to: redraw the physical boundaries of the classroom; enable more teamwork; allow 

learning to be a continuous time-independent process; and to enable multilevel, multispeed 

knowledge creation through the use of information technology. There are several other views of 

what a ‘Virtual University’ is, however the definitions mentioned above are the most appropriate 

terms for this paper as the case study site mentioned in this paper defines its own environment in 

a way similar to the definitions provided above. 

A critical review of virtual university literature has revealed that there are many different terms 

associated with virtual universities. Virtual universities are also known as virtual 

teaching/learning environments, online teaching/learning, web based teaching/learning 

environments, virtual learning communities, and flexible learning environments.  

 

Advantages and Disadvantages of the Virtual University  

A critical review of existing literature on the virtual university and web-based teaching 

disciplines has revealed that whilst the suggestions the authors make are well argued, many have 

based their main arguments solely on anecdotal evidence. Only few authors have actually 

conducted case study, or survey research. Table 1 identifies the key advantages and 

disadvantages of the virtual university, according to existing literature. 

Advantages 

Ahmad et al. (1998) conducted a critical review of existing literature on virtual learning 

environments (i.e. virtual universities). They also conducted research on the implementation of a 

web based virtual learning environment that was created to offer an IT course to undergraduates 

in a business degree at a large American university. 

According to Ahmad et al. (1998), virtual learning environments offer a wide range of 

advantages over traditional environments, including convenience, flexibility, lower costs, access 

to current materials, increased retention of knowledge, and elimination of geographical 

boundaries. Ahmad et al. (1998) also suggest that the virtual university enables students to learn 

‘any time’ at ‘any place’ and become individualised. 

Janicki and Duncan (1998) studied existing literature on the distance learning discipline and 

found that both the role of the student and instructor will change. The student changes from a 

passive learner, to an active participant in the learning process. The role of the educator will 

change too from the distributor of knowledge, to the sharer of understandings and intellectual 

breakthroughs. As distance learning and virtual learning are very similar in design, the authors’ 

suggestions can be interpreted from a virtual university perspective. This means that virtual 

universities may allow students to gain more independent learning skills by becoming more 

active participants in their own learning processes. This can be seen as a key advantage that 

virtual universities have over traditional university environments. 
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Another advantage that Ahmad et. al. (1998) identify is that virtual learning (and hence virtual 

universities) suits the needs of all students, that is it accommodates both day and night time 

learners, as well as students who have prior knowledge. They also assert that this type of learning 

environment allows students to learn at their own pace, meaning that fast learners are no longer 

constrained by the needs of the slower and inexperienced students who often control the pace of 

learning at a traditional university. This suggests that virtual universities could potentially 

provide for the needs of all types of students, without affecting their learning abilities. 

 

Table 1 – Advantages and Disadvantages of Virtual Universities 

 

 

 
Source: Ahmad et al. (1998), Harasim et al. (1995), Ives et al. (1996), Janicki et al. (1998), Mamaghani (1998). 

 

 

Disadvantages 

Chao (1998), suggests that when utilising web based course material, academic staff are not only 

required to undertake training on the new technology, but also need time to develop teaching 

materials, and need support from students and administration.  

Mamaghani (1998) conducted a critical review of existing literature in order to assess the impact 

of the World Wide Web on teaching and learning. The author suggests that although there are 

several major advantages associated with the use of the web in learning environments, the author 
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also highlights some important problems that can occur with the utilisation of the web for 

learning or teaching purposes. Mamaghani (1998) implies that problems with computer hardware 

malfunctions, setting up software to provide access to an educational institution, remote dial-in 

access, and heavy traffic on the web can create all kinds of learning barriers for students. Lastly, 

Mamaghani (1998) indicates that the utilisation of the web for teaching/learning practices has 

costs linked to the training of staff, provision of technical support, and professional recognition. 

Although Mamaghani (1998) identifies the cost of training as a potential problem, the author has 

not considered the implications to students and academics. It is possible that when the university 

funds are limited, the virtual learning environment is limited too. This in turn suggests that this 

cost factor could provide serious problems to academics and students as they would be limited in 

their abilities to teach and learn. 

 

The New Trends in University Education 

Many new trends are emerging that will shape and structure the relationship of the post-

secondary educational sector with the communities within which they are located. Some of these 

trends include:  

 Experiential and applied learning and multi-disciplinary degrees. 

 Programming that takes its cues from the sectors that drive the economy.  

 Employing a customer service approach in their dealings with students.  

 Cultivating a donor relationship with their student’s while still in school, with the hope of 

cultivating lifetime alumni contributions. 

 Improved cooperation between colleges and universities resulting in the transferability of 

degrees between institutions, applied degree programs, and joint initiatives. 

 Research excellence and innovations that take inventions and creativity from university 

labs and offices into higher value added products and services.  

 Developing clusters and structures for bringing together knowledge, expertise and 

innovations to their communities. 

 Building incubators for new technologies, ideas and products that use university 

resources and capacities before springing to world markets and competitive edges. 

 Fostering partnerships with other educational institutions, government and corporations 

to capitalize on network capital and innovative nodes. 

 Expanding the local economic base where they are located through local purchases of 

products and services. 

 Attracting visitors and tourists and expanding the tourism and visitation base in the 

economy. Every student from outside the local area counts as several multiples of other 

tourists given the extended length of stay of students in the local area. 

 University employment is typically at the high end of the wage scale and is generally 

insensitive to the economic cycles anchoring and stabilizing the economic base.   
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Arab Universities and Arab Labour Markets: The Evidence 

Of all the economic roles universities play, their role in the labour market is the most critical and 

at the same time the most controversial. The vectors of graduates they generate assume key roles 

and functions in the economy. Any mismatch between what they prepare the graduates for and 

what the labour market demands is often presumed to the main reason behind the high 

unemployment rates among the educated labour force and the youth high unemployment rate. On 

the other hand, there is little doubt that university graduates command higher wages than high 

school graduates or other post-secondary graduates reflecting their higher productivity. 

Furthermore, it is well documented and widely accepted that the high wages they receive amply 

compensate these graduates for their investment in education.  The only real issue here is to what 

extent are universities to blame for the high unemployment rates of graduates and youth. This is 

a crucial question given that the Arab World has the dubious distinction of having the highest 

unemployment rates, on both counts, in the world. Both the Arab Middle East and North Africa 

show high unemployment rates despite the fact that both regions have very low labour 

participation rates (lowest in the world) and in many Arab countries there are large numbers of 

expatriate labour. 

Among the many reasons explaining the high overall Arab unemployment rates are the 

exceptionally high youth unemployment rates in the Arab World. Again both the Arab Middle 

East and North Africa exhibit the highest youth unemployment rates in the world.  

It is natural to ask what role universities have in explaining but also mitigating these high rates, 

given their close association with youth.  More precisely, what role does the mismatch between 

university graduates and labour demand play in explaining the high rates of youth unemployment 

and particularly those of university graduates.  

In what follows we scan the labour market environment in the Arab World, exploring and 

identifying the composition of the rates of unemployment by sex, age and education program as 

well as the expectations of employers and prospective employees, current training programs and 

the dynamics of the mismatch of skill supplies and demands. It is our contention that the high 

Arab unemployment rates of youth and university graduates have more to do with other factors 

than just the mismatch between the skills of graduates and labour market requirements.   

 

i) High Arab Unemployment Rates  

In Figure 2 and Table A1 it is clear that Arab North Africa exhibits the highest unemployment 

rate in the world both in 2007 (11.1%) and 2012 (12.1%). The Arab Middle East region is a close 

second and again exhibiting higher unemployment rates than many regions with 10.2% in 2007 

and 10.9% in 2012 (10.9%). By way of comparison, East, South and Southeast Asia show the 

lowest unemployment rates in the world in the same period (South Asia 3.9%, Southeast Asia 

4.1% and East Asia 4.4%), and this is despite the fact that some of the countries in these regions 

having very large populations. 

The Arab high unemployment rates are in countries with very low employment to population 

ratios (Middle East shows a ratio of 42.7%, North Africa 44.2%, whereas the World's ratio is 
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60.2% (Table A4)). AS well, the Arab countries tend to have very low labour participation rates 

(with the Middle East showing an overall rate of 48.7%, North Africa 48.9% with the World 

average is 63.4% (Table A3). More serious is the fact that Arab countries have experienced high 

and prolonged rates of real GDP growth. In 2007, the real GDP growth rate of the Middle East 

was 6.1% and it was 5.7% in North Africa, while the World's average was 5.3%. In 2010, the 

Middle East real GDP grew at 6.1% and North Africa at 4.2% while the world grew at 5.2%. In 

2012, the Middle East achieved a 3% growth rate and North Africa 8.6% growth rate against 

3.2% for the world. This despite the political upheavals experienced during the Arab Spring 

There are, perhaps, a few unique reasons why these unemployment rates are particularly high in 

the Arab World. First and foremost is the high dependence of the region on oil, not only in oil 

rich countries, but also in non-oil rich countries of the region. Generally, Arab economies have 

not succeeded in developing diversified economic structures and their private sectors still show 

low shares in total economic activity (Table A6). Besides Arab oil-rich countries show strong 

preference for cheap expatriate labour which has bifurcated their labour markets with excess 

demand for low and high skilled cheap non-Arab expatriate labour and low demand for national 

labour.   

Figure 2 

Unemployment Rate by Region (%) 

 

 

Source: ILO Global Employment Trends 2014. 

The unemployment rates differ by country but it still representative of a regional profile as is the 

case in Figure3 below. 
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Figure 3 

Unemployment Rate by Region and Sex (%) 

 

ii) Higher Youth Unemployment Rates 

The fact that Arab youth continue to bear the brunt of the Arab unemployment problem is a 

major aspect of this problem. The ratio of Arab youth to adult unemployment in 2011 was an 

exceptionally high 4.0 to 1. In comparison, this ratio at the global level stood at only 2.8. This is 

a direct result from the fact that the youth unemployment rate in the Arab Middle East exceeds 

26.2%, whereas the adult rate is only 6.6%. In other words, more than one in every four 

economically active young persons in the Arab World is unemployed. Arab Youth show 

relatively high levels of educational attainment, but employers are frequently quoted to cite the 

lack of employable skills among the region’s youth as a barrier to employment. As we shall see 

later this is not an established fact. At the same time, a large proportion of the jobs created in the 

region continue to be for migrant workers, at wages and conditions incompatible with the 

expectations of the national labour forces. As a result, labour market dualities are now prominent 

in the region, raising questions about the quality of employment that the region is generating or 

could generate, but also about the wisdom of this open and wholesale importation of expatriate 

workers. There is an added issue as exemplified by the asymmetry between the expectations of 

employers and employees and the need to create jobs for national labour at reasonable and 

acceptable levels to both employers and job seekers. This suggests that the Arab labour market 

disequilibrium is perhaps the result of special and unique conditions, factors and complexities in 

the region. It is, also, increasingly being realized that the lack of economic opportunity for young 

people cannot be decoupled from the wave of social unrest sweeping the region and the bias 

towards cheap non-Arab foreign expatriate labour. The limited diversification of the industrial 

structures in the Arab regions and the limited role of the private sectors are adding problems of 

their own and these have far reaching consequences for the labour market. 
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The Arab unemployment problem is not new but why is it so persistent and why is it so 

insensitive to high economic growth? Preceding the global economic crisis, most countries in the 

region saw solid growth rates and economic reforms that were successful in many areas. But this 

growth did not translate into sufficient job creation, and the jobs that were created were often of 

low productivity, which did not provide a realistic option for the increasing share of well-

educated young people in the labour force. The analysis that follows will attempt to shed light on 

this complication. 

Labour force growth in North Africa and the Middle East is the third highest in the world. Over 

the past two decades, the number of jobs needed to match this fast-growing labour supply almost 

doubled. Whereas 20 years ago the labour force in North Africa had a size of 43.5 million 

people, the number of economically active people increased to 72.4 million in 2011. 

Labour economists are fond of the notion that the increasing labour force participation rate of 

women is behind the high and rising Arab unemployment rates. The evidence shows that this is 

not the case. Rather, it is more the result of high rates of population growth during the 1980s and 

1990s, which has led to large cohorts of young people entering labour markets in recent years 

(demographic transition). Yet it is not accurate to put all the blame on population growth, given 

that other regions, particularly in South and Southeast Asia, managed to turn a rapidly expanding 

labour force into increasing economic growth, thereby starting a virtuous cycle of employment 

creation and economic development. In the Middle East and North Africa, however, the large 

inflow of young people into the labour force has led to a situation in which young people face 

high unemployment rates, high rates of inactivity, frustration and disappointment.  

Following a period of slowly decreasing unemployment rates in the Middle East between 2000 

and 2009, progress stalled in 2010, 2011 and 2012, the years of the Arab Spring and the rate 

increased from 10.1% 2008 to 10.9% in 2012. Unemployment is predominantly an issue for 

Arab youth and Arab women. The unemployment rate for young people in the Middle East was 

23.7% in 2010, and it increased to 26.6% in 2012. In North Africa this rate was 23.9% in 2009 

and increased to 29.2% in 2012. The unemployment rate for women in the Middle East stood at 

21.4% and in North Africa it stood at 21.2% in 2012. Young women faced an unemployment 

rate of in excess of 40% in both regions. All of these unemployment rates are higher than in any 

region. The situation for young women is particularly worrisome, given that there are only very a 

few who are actually either working or looking for work. ILO estimates female youth labour 

force participation rates in North Africa at 23.8% in 2012 and was as low as 8.3% in Algeria and 

still very low of 26.9% in Sudan (before partition). In the Middle East the female participation 

rate stood at a low of 18.7% in 2012. 

What is puzzling is that unemployment is similar across income groups in the Arab region. 

Given that educational level and income per household are closely linked, this suggests that 

those with a higher level of educational attainment are not protected from unemployment. In 

some countries in the region, unemployment among the high-skilled is even higher than among 

those with lower levels of skills. This is where the role of the university in the labour market 

comes into a sharper focus. 
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Figure 4 

Youth Unemployment Rate by Region (%) 

 

 
Source: ILO Global Employment Trends 2014. 

iii) The Structure of the Unemployment Problem 

 

The labour market, just like any other market, has two components--demand for labour and 

supply of labour. The market clears when the demand for labour matches the supply of labour at 

a given wages. If supply exceeds demand, competition among job seekers would lower the real 

wage to entice employers to absorb higher numbers where at the same time the lower wages 

discourages job seekers from seeking employment.  If there is excess demand for labour at a 

given wage, competition among employers would bid up wages which encourages higher 

numbers of labour to enter the labour market. At equilibrium (where demand equals supply) all 

those seeking work would find jobs.   

 

Why is there an excess supply of labour in the Arab world and why is it that market competition 

is not resolving this excess supply as it is supposed to do? There are many complicating issues 

that need to be taken into account and these can help explain the complexities of the Arab labour 

markets. 

 

First, the demand for labour is a derived demand. Workers are demanded to produce products 

that people demand. It is also a reflection of the productivity of the workers in producing the 

products in demand. Arab workers' productivity is relatively high in the Middle East ($38,184 

international dollars in 2005 PPP), but relatively low in North Africa ($17,912). The world 

average output per worker was $22,213 (Table A5).  More problematic are the low growth rates 

of productivity. Between 2001 and 2006, annual productivity growth in the Middle East was 
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0.7% and 1.4% in North Africa, whereas the world`s average was 2.3%. Low productivity 

growth rates militate against employment of labour and invites substitution of capital for labour. 

In 2009, the productivity growth rate in the Middle East was negative (-1.9%) and 2.4% in North 

Africa. These productivity levels and growth rates do not offer sufficient inducement for higher 

employment, particularly once oil influence and contributions are eliminated.   

 

The supply side is dominated by non-nationals in most of the Arab Gulf States and very few 

national participants in all Arab countries (high proportion of young people below 15 years and 

low participation of rates for females. The latter fact should help domestic workers finding jobs 

except for three intervening factors--low skills or inappropriate skills of domestic workers, and 

cheap expatriate workers.  

 

 

Figure 5 

Youth Unemployment: A Schematic Representation 

 

 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 

 

There are also issues with the clearing mechanisms and institutional set ups that help match 

demand and supply. Few if any Arab countries have labour exchange systems, university 

placement services, publicly funded retraining and transfer programs, manpower projection 

facilities and capacities, and incentive schemes for hiring nationals.  
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iv)  Private and Public Post Secondary Enrollment of National Labour. 

Arab post-secondary education was the preserve the public sector. Increasingly the private sector 

is playing a larger role in the provision of tertiary education. This competition is helpful and will 

pay fruits as the public sector will feel the pressure from the private sector. Unfortunately 

seeking profits is not always consistent with public good. The public sector must ensure that 

private universities are providing good value for money.   

In Egypt private universities have increased their share of enrollment from 13% to 20% in 6 

years, and in Morocco the increase is more dramatic rising from a share of 5% to 19 in 5 years. 

 

 

Figure 6 

Post-Secondary Enrollment in Egypt and Morocco 

 

 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 
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v)  Expectations of Employees and Employers 

It is instructive to find that a majority of the youth in the Arab world feel that languages, 

computer literacy, creativity, entrepreneurship, work ethic, problem solving, time management, 

and oral and written communication are important skills to have in the labour market. A small 

majority still thinks that discipline specific training but this factor is overwhelmed by other 

attributes and skills. While universities cannot and perhaps should not provide the training in 

specific disciplines (other than those in professional schools), they are quite adept at providing 

many of the top-mentioned skills. If the question is that universities are not providing problem 

solving skills, or time management skills, or language and communication skills, then surely 

universities must retool and reorient their programs.  

 

 

Figure 7 

Youth Survey – Which of the following Skills are Most Important for Securing a Job? 

 

 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 
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vi) Narrowing the Gap Between Perception and Reality 

There is a potential problem when graduates` perception of fulfilling and desirable jobs is not 

consistent with available jobs. It is hardly the university`s job to form expectations or to correct 

expectations. But this is an argument for universities to develop placement services and for 

universities, high schools and governments to conduct and publish research on prospective jobs 

and trends in the labour market. This is not typically a part of the mandate of universities but it 

can surely help narrowing the gap between skills acquired and skills required. 

 

  

Figure 8 

Youth Survey – Which of these Professions are Exciting and Fulfilling? 

 

 
 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 



21 

 

vii) Employers` Perceptions of Graduates Skills 

There is no question, employers in the Arab world, in large numbers, feel that university 

graduates do not have the requisite skills to be employed. This is a real problem because 

employers are on the short side of the market and their perceptions are crucial for their hiring 

decisions. Human Resource managers are key decision makers in the labour market and if they 

feel that graduates are not appropriately skilled they face two choices. They can establish their 

own training programs or they can ask the government and universities to mount their own 

training programs tailored to their needs. It is doubtful that they can blame the University for this 

Problem unless they have evidence that the skills they require are those that universities can 

appropriately produce.  

Figure 9 

Employer Survey – Do Graduates Hired in the Last Year Have the Appropriate Skills? 

 

 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 
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viii) The High Preponderance of Arab Graduates in the Arts and Humanities 

The comparative profile in Figure 10 points out to a high concentration of Arab university 

graduates in Education, Humanities and Social Sciences. Over 2/3 or Arab university graduates 

specialize in these fields. In Asian countries, only 54% are in these field and only 56% in Latin 

American countries. There is an obvious Arab slack in the fields of science, technical and 

engineering. While only 18% of Arab graduates are in this field, more than 31% of Asian 

countries' university students graduate in these fields and about 24% of Latin American countries 

graduates are in these fields. The increasing prominence of ICT and knowledge industries 

suggest the Arab countries may be graduating more in laggard fields and less in highly 

demanded and expanding fields. 

 

Figure 10 

Distribution of University Graduates by Field of Study 

 

 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 
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ix) Arab Employers' Training Programs 

It appears that Arab employers have stepped up to the plate or are willing to step up with a 

plethora of training programs. Surely, it is not quantity that counts but the fact that the employers 

have mounted these programs it eliminates the dependence on universities to provide training 

programs for which they are typically ill-equipped. Yemen, Egypt and Morocco are shown to 

have the most extensive programs for new hires. Other countries are heavily involved but not to 

the extent of the three countries above. 

 

Figure 11 

Employer Survey – Do You Provide Training to Your New Employees? 

 
 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 
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x) Arab Willingness to Pay for Post Secondary Education 

Arab students are willing to pay for their post secondary education but they would like to be sure 

that this education would culminate in job. It is heartening to see the high shares of students who 

would pay if necessary knowing in advance that a post secondary degree is a requirement for a 

job. The only problem with this type of question is that it does not correct for ability to pay. 

Small wonder Saudis are more willing to pay than others.  

 

 

Figure 12 

Youth Survey – Would You Pay for Post-Secondary Education if it Would Help You to 

Secure Employment? 

 

 
Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 
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xi) Missing Skills in New Latin American Recruits 

Latin American business executives would prefer their recruits to have the type of skills that 

universities are most suitable for generating. This consistency of expectations of employers and 

universities comparative advantage put in perspective our argument that universities greatest 

contribution to the economy and labour market is the skilling of graduates with what they can do 

best--generating problem solvers, critical thinkers, language mastery, good communicators and 

leaders. 

Figure 13 

Latin American Business Executive Survey Question – Which Skills are Missing in 

Your New Recruits? 

 

 

Source: International Financial Corporation and Islamic Bank.  Education for Employment: Realizing Arab Youth 

Potential, April 2011. 
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Conclusion 

A ‘footprint’ exercise has been undertaken about how universities work and their impact on their 

stakeholders and geographies. The links between universities and wealth creation are now widely 

recognised and have been used to justify the increase in Government funding of research in 

many. However, rarely have their impacts been measured and never, it can be argued, 

comprehensively. 

This study developed a framework within which the impacts and contributions of a university 

can be identified, described and analysed. The study was not uniform in its treatment of the 

various components within the framework. Unsurprisingly, the study was most detailed in its 

analysis of the economic role and impact of the University. 

There was a period when universities simply taught students. Over time; however, universities 

have also become centres for research, innovation, new products and new businesses. More often 

than not, the quality and type of research and innovation have become the defining 

characteristics of a university. Taken together, these factors have changed the context for post-

secondary teaching. Universities now take up the challenge of providing continuing lifelong ‘up-

skilling’ and education, while at the same time meet the increasing labour force demands for 

highly specialized skills and push higher and forward the frontiers of knowledge.  

Unfortunately Arab universities have not fared well in their skilling task and have often been 

criticised for generating vectors of “outputs” that have little resemblance to what the labour 

market requires and expects. On the other hand, universities have argued that the expectations 

that they produce the labour force requirements miss the core functions of universities and saddle 

them with unrealistic expectations. They argue that their primary function is to train minds and 

develop critical thinking faculties and not labourers. The new economic theory of education 

conceptualize the universities as social institutions that reduce the transaction and search costs 

for employers by signalling the attributes of their prospective employees and that this function is 

valuable and cost reducing. A labour market without signalling from universities and with no 

institutional accreditation is costly for employers and society.  

Universities are wrongly blamed for the mismatch issue because they are not, and should not be, 

in the business of producing “plug and play” graduates—workers who can fit immediately into a 

specifically available job. Universities conceive their role differently; they must provide the kind 

of broad intellectual and personal development that enables graduates to thrive in a world that is 

constantly changing, a world that demands creativity, innovation, flexibility, adaptability, a 

world in which they will change jobs as the shelf life any occupation is now less than seven 

years. To graduate students for a specific job is not only difficult, it is also wasteful.  Universities 

are not to be seen as training centers and the responsibilities of employers to train their workers 

should not be shifted to universities. It so happens that the expectations of Arab employers are 

not significantly different from those of the universities. Furthermore, evidence from other 

regions (Latin America) is also strong that universities should concentrate on developing critical 

thinking, leadership skills and communications skills than on any specific job requirements.  

Calling on universities to tailor curriculum ever more precisely to meet specific workplace needs 

is not realistic and not in the best interest of the employers and the economy. The appropriate 
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division of labour responsibilities calls for a different arrangement. Universities educate but 

employers train. This does not necessarily mean that employers bear the full cost of training. 

There are sufficient social benefits here that exceed the social cost that warrant public support. 

Finally, in the increasingly knowledge-based economies of the future, universities point out that 

the economic health of countries is strongly tied to the critical thinkers they are graduating. The 

next generation of leaders in the knowledge-based economy will only emerge from these 

institutions and can only be great if employers understand and value university education as a 

broad education, not specific skill training. The oversimplification of the line between education 

and employment runs, counter to the interest of employers, society and efficiency. Employers, 

universities and governments need to recognize this and invest appropriately in their respective 

roles in education and job training.  
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Appendix 
 

Table A1 

Total Unemployment Rate and Female Unemployment Rate by Region (%) 

 

 
Source: ILO, Trends Econometric Models, October 2013; for further information see Annex 4 and Estimates and 

projections of labour market indicators, in particular, Trends econometric models: A review of methodology, 

available at: http://www.ilo.org/empelm/projects/WCMS_114246/lang--en/index.htm.  
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Table A2 

Youth Unemployment 2007-18 (%) 
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Table A3 

Labour Force Participation Rate by Sex, World and Regions (%) 

 

 

 
 



34 

 

Table A4 

Employment to Population Ratio by Region (%) 

 

Source: ILO, Trends Econometric Models, October 2013; see also source of table A2. 

 

 

Table A5 

Output per Worker, Level and Annual Growth 
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Table A6 

Employment Shares by Sector and Region (%) 

 
 
Source: ILO, Trends Econometric Models, October 2013; see also source of table A2 

 

 

 

 

 

Table A7 

Annual Real GDP Growth Rates, World and Regions (%) 
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  Since the mid 1980s companies such as Hewlett-Packard, Motorola and IBM began to 

employ new specialists from India at wages that were fractions of what they pay their 

nationals. Brain shopping is what they call it. When domestic governments supported 

their nationals complaints about moving jobs to India, many firms simply relocated major 

parts of their data work to India. It certainly helped that the New Delhi government laid 

on all the infrastructure—from air conditioned open-plan laboratories to satellite links-at 

almost zero cost to the multinationals in ten designated zones. Within a few years the 

“Electronic City” of Bangalore emerged. From a population of less than a million to one 

with over 4 million inhabitants, the software industry now employs over 120,000 

university graduates and created $1.3 billion in business, more than 67% of this business 

is derived from the export of software services. 
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