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Labour market factors are a crucial link in the correlation between growth and poverty
reduction. This is true in the short term, as access to paid employment is a basic condition
for people of working age to escape poverty, but also in dynamic terms, given that labour
market integration has an enormous impact on their individual biographical trajectories.

In this respect, young people’s relationship to the labour market is a key challenge for
poverty dynamics in Africa, at present and for the future. Young Africans feel vulnerable,
like their counterparts in other continents, to the imbalances in the labour market specific
to their age group. But this vulnerability is particularly strong and takes different forms in
Africa.

In this issue of Dialogue, we present a summary of a report which the DIAL team
prepared for the AFD (French Development Agency). The report takes stock of the
information currently available on the place of young people in the African labour
markets. We deliberately use the plural here, as the circumstances differ greatly from one
African country to another. The article describes the gaps in the statistical data and the
efforts to make up for them, particularly by the use of 1-2-3 surveys, designed and
implemented with support from DIAL. The lack of statistical data is due to a structural
feature of African labour markets, i.e. the major place taken by the informal sector which,
by nature, is difficult to account for officially.

It is indeed a key feature of labour market integration for young Africans that in a growing
majority of cases the informal sector is a gateway to working life. This has many different
implications: vulnerability to the precarious jobs and low wages typical of the informal
sector; demoralisation on the part of the better-educated young people who cannot find
jobs, whereas their less-educated counterparts find refuge in the informal sector;
uncertainties regarding on-the-job training acquired in the informal sector and finally,
incentives to migration. As this means of access to working life will concern large cohorts
for many years to come, there are long-term consequences for labour market organization
and income formation. Formal sector jobs offer substantial wage premiums but access to
the sector is extremely limited.

What solutions should development policies be focusing on to improve young Africans'
chances of joining the labour market and thereby increase growth perspectives? One
answer is to provide jobs with adequate resources to increase the returns to education
which better-educated young people benefit from. However, incentives of this sort must
go hand in hand with efforts to improve governance in order to manage and guide the
development of the informal sector, by giving it access to more secure capital resources.
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YOUTH EMPLOYMENT IN AFRICA

Introduction

Africa is currently further behind than any other
continent in the process of demographic transition.
Fertility rates are still very high and there is nothing
to suggest that they will fall in the near future. For
this reason, Africa has the world’s youngest
population: in 2003, over 64% of Africans were
under 25 and, according to UN forecasts, this
percentage is likely to remain stable at least until
2015. Moreover, due to population growth, this
stability masks an increase of nearly 29 million in
the number of young people in the labour market in
2015. In these circumstances, the issue of their
integration is clearly a major challenge. Similarly to
Europe but to a much greater extent, young workers
are at a disadvantage in African labour markets.
They suffer from a much higher risk of
unemployment than their elders and their living
conditions are often more difficult. The
combination of high demographic pressure and low
job perspectives is a potential source of major risk
for Africa and its neighbours, as the presence of
large numbers of young people with no future
prospects has an impact on crime figures, political
instability and migratory flows. A recent report by
the ILO (ILO, 2005) showed that employment led
many young women to prostitution, thus increasing
the risk of spreading AIDS and other venereal
diseases. Other studies show that crime rates have
increased in many African countries among the
young unemployed, with gangs providing them
with the means of satisfying their economic and
social aspirations (Nattrass, 2002). It is also
probable that the difficult situation of young
Africans contributed to the spread of civil wars in
the continent (Austin, 1999). For example, poor,
socially isolated young men took an active part in
the civil conflicts in Sierra Leone, Liberia and Cote
d'lvoire (Peters and Richards, 1998; Richards, Bah
and Vincent, 2004), And, very recently, a study
showed that there is more risk of civil war in a
country when a historically large cohort reaches
adulthood (Urdal, 2004). Finally, several studies
show that people, particularly young people, who
have difficulty in finding a job are more likely to
migrate (see, for example, Gubert and Nordman,
2006).

For all these reasons, youth employment was
included in the Millennium Development Goals, a
sign that the international community recognizes
the seriousness of the situation.

Nonetheless, there are probably few such crucial
problems that we know so little about. The lack of
harmonised, regular data on youth employment in
Africa makes it very hard to make a precise
assessment of the situation, and yet this must
obviously be done before development policies can
be drawn up to deal with the problem. This article
aims to take stock of the information currently
available on this subject. It is based on a report

prepared by all the researchers in the DIAL team
for the AFD (French Development Agency) (DIAL,
2007). We will start with a rapid overview of the
current sources of information and their
conclusions. We will then go on to examine what
can be learned from previous studies on the causes
of non-employment of young people in Africa’.

Overview
1. Poor statistics

There are two reasons why it is difficult to make a
precise assessment of the situation for young people
in African labour markets. First, existing surveys
are insufficient; second, collecting information and
building indicators comes up against conceptual
difficulties due to the specific features of labour
markets in developing economies. Labour markets
in poor countries, especially in sub-Saharan Africa,
differ from those in developed countries in that far
fewer workers are in paid employment and far more
are self-employed. There is also an apparent
segmentation between a so-called formal sector,
grouping “modern” enterprises known to the public
authorities and a so-called informal sector,
grouping “traditional” enterprises, which do not
respect labour laws. Workers also have far less
protection. When it exists, unemployment insurance
is reserved for a small minority of the population
working in the formal sector and very few workers
contribute to retirement schemes or have health
insurance of any sort. There are very few public
employment services and, when they do exist, job
seekers are not aware of them and tend to go
through their families or social networks to look for
a job.

The lack of regulation in the informal sector creates
porous sectoral boundaries: there is a thin line
between activity and inactivity and this to a certain
extent invalidates the notion of unemployment in its
usual sense, as defined by the ILO. For example,
the 1-2-3 surveys carried out in 7 capitals of the
West African Economic and Monetary Union
(WAEMU) by AFRISTAT? in 2002-2003, showed
that only 34.6% of occupied workers were wage
earners, the remaining 65.4% being self-employed
workers who had created their own jobs. In this
way, people looking for a job in Africa usually rely
on an informal network to find the information and
the funds required to start up a small service or
itinerant vending business. Together with the high
percentages of self-employment, in many cases

Except when stated otherwise, in this article the term
“young people” refers to 15 to 24 year-olds.

The seven captitals are Cotonou, Ouagadougou, Abidjan,
Bamako, Niamey, Dakar and Lomé. The surveys were
carried out as part of the PARSTAT project, financed by the
WAEMU, managed by AFRISTAT with scientific
assistance from DIAL.



members of the family are also employed in the
informal activities, meaning that a non-negligible
share of active workers currently in work are in fact
unpaid family helps who are difficult to fit into the
usual classifications. Finally, rural areas are subject
to important seasonal fluctuations in work, so that
the wusual one-week reference period used to
characterise economic activity does not apply.

It is also difficult to measure earnings given that
people working in the informal sector are employed
by production units that do not keep accounts. For
this reason, there is little chance of finding out what
informal workers have really earned in the previous
month by asking them the question, because the
notions of added wvalue and intermediate
consumption are difficult to define and to measure
in a context of informal production units (IPU).
Another problem is that IPUs are subject to large
fluctuations in their business activities, which
therefore makes it difficult to calculate an annual
income figure by extrapolating on income measured
for one month. Specific surveys such as 1-2-3
surveys that establish IPUs’ accounts provide
precious information in helping to understand
economic activities in informal sectors.

Apart from these conceptual issues, our knowledge
of employment problems in Africa also suffers
from the lack of harmonised data with significant
coverage. For example, the ILO’s main database on
employment only provides information on youth
employment for 11 African countries, only 7 of
which are in sub-Saharan Africa. This scarcity of
statistics stems from the lack of regular labour force
surveys, as less than 10 African countries have
carried out such surveys since 1990. When it is
available, information on employment comes from
indirect sources such as surveys on living
conditions, or irregular sources such as 1-2-3
surveys, which although they cover most of the
capitals in French-speaking Africa, were only
carried out as of 2002.

2. Avague, discouraging picture

Due to all these difficulties, statistics on
employment in  Africa, especially youth
employment, are still very incomplete and
sometimes contradictory. For instance, it is hard to
have a precise idea of the trends concerning labour
force participation for young people in the past 15
years. An ILO study on youth employment
published in 2004 (ILO, 2004) indicated that their
participation in the labour market was tending to
decrease throughout the world (by 4 points from
1993 to 2003) but that the opposite appeared to be
true in Africa. The report explained this trend by
the increase in the numbers of women in the labour
force. However, the latest report (ILO, 2006)
published in October 2006 shows the opposite for
sub-Saharan Africa. For the period 1995-2005, the
youth labour force participation rate apparently fell
from 68.2% to 65.5%. This rapid trend reversal
may simply be a statistical artefact resulting from
the scarcity of data. A study of the sources used by
the ILO to produce these figures reveals that they

are based on a small number of observations
extrapolated by a statistical imputation method.
Moreover, a breakdown of the ILO figures shows,
behind the averages, very different results from one
country to another. For example, in Tunisia from
1997 to 2005, in Benin from 1992 to 2001 and in
Ethiopia from 1999 to 2004, the youth labour force
participation rate appears to have fallen, sometimes
spectacularly. In these countries, this trend can be
interpreted as the result of an increase in the length
of studies, which implies that young people start
their working life later, or as the effect of them
feeling demoralised due to the lack of opportunities.
On the contrary, the labour force participation rate
apparently increased in Botswana from 1995 to
2001 and in Egypt from 1998 to 2002. These
differing trends may partly be explained by the
different statistical methods used from one country
to another to measure the participation rates, or
even from one year of observation to another in a
given country. However, harmonised data collected
by the PARSTAT project also confirmed the great
differences to be found in Africa. A comparison of
the labour force participation rates in WAEMU
countries shows that the participation rate for 15-24
year-olds is relatively low in Kinshasa (less than
25%), but it appears to be very high in Abidjan,
Lomé and Ouagadougou where it reaches its
highest point at around 60%. Large differences can
also be observed in youth participation rates
depending on gender. In Abidjan, Bamako,
Cotonou and Lomé, young women are more active
than young men, whereas the opposite is true in
Dakar, Douala, Kinshasa and Niamey. Finally, in
Cameroon and the Democratic Republic of Congo,
data from national 1-2-3 surveys shows that youth
participation rates are significantly higher in rural
than in urban areas, which may illustrate lower
investments in education in rural areas and a greater
capacity to absorb new entrants to the labour
market.

What is the status of young active workers on the
labour market? Once again, there are many gaps in
the statistical sources and they are sometimes
contradictory. The statistics published by the major
international agencies indicate that the rate of youth
unemployment, in the usual sense of the term is
apparently not very high in countries in sub-
Saharan Africa compared with other countries.
Moreover, they claim that unemployment for young
economically active workers has two points in
common with that observed in developed countries:
first, it is higher than for the 25-49 age group,
although once again great variations can be
observed from one country to another, and second,
women are more likely to be unemployed than men.
On the last point, data from 1-2-3 surveys
highlights the great differences that can sometimes
be observed between countries. Whereas the
situation for youth employment in Abidjan, Dakar,
Douala, Niamey and Ouagadougou confirms the
trends identified in the international statistics by
showing unemployment rates that are relatively
higher for women than for men for young active
workers, it is the opposite in Kinshasa, Lomé and,
to a lesser extent, in Bamako and Cotonou.



However, the different sources all agree that,
contrary to observations in developing countries,
education does not seem to protect against the risk
of unemployment. On the contrary, in many
countries the likelihood of being unemployed grows
with the level of education. This surprising trend
can be explained in two ways: first, when the young
unemployed people are from relatively well-off
families they can rely on family solidarity and
second, there is a strong positive correlation
between levels of education and family resources.
We will come back to this in the following
paragraph. Finally, it seems that youth
unemployment is higher in urban areas than in rural
areas in African countries, demonstrating once
again the role played by the farming sector.

At first glance, African unemployment statistics
could give the impression that young people are not
in a very different situation in Africa than in
developed countries. But this is a false impression.
Due to the importance of the informal sector in
African countries and the apparent segmentation
between the formal and informal sectors, the
unemployment rate does not really capture the
extent or the nature of young people’s difficulties in
integrating the labour market. Although the youth
unemployment rate is relatively low in sub-Saharan
Africa, the great majority of young active workers
are employed in the informal sector. This illustrates
how difficult it is for them to enter the formal sector
and results in the fact that they are obliged to take
precarious, poor quality jobs with bad working
conditions. On the other hand, the percentage of
young people employed in the public sector is very
marginal; moreover, this category was very badly
hit by the freeze on recruitments in the sector,
which many African countries were obliged to
adopt in the framework of structural adjustment
programmes. Jobs in the informal sector are
characterised by underemployment and low pay.
The 1-2-3 surveys show that, irrespective of the age
group, between 7 and over 30 percent, depending
on the country, of people working in the informal
sector work fewer hours than the legal minimum
working hours in force, but would like to work
more. To this ‘visible underemployment’ must also
be added ‘invisible underemployment’, i.e.
employees receiving an hourly wage that is lower
than the legal minimum hourly wage. Young people
are affected by this far more than their elders.
Between 60% (Kinshasa) and 92% (Ouagadougou)
of 15-19 year-olds and between 56% and 82% of 20
to 24 year-olds are in this situation. The rate is far
lower for over 25s, although it still remains high, as
it concerns over 55% of adults of over 50 in
Ouagadougou. Once again, women appear to suffer
far more from this phenomenon.

Overall, however uncertain the statistics may be,
young people seem to be in a sorry state in African
labour markets. They are practically excluded from
the modern sector of the economy and, when they
work, they have precarious, very badly paid jobs.
As this situation has very serious consequences, it
is important to understand its origins.

Origins

Underemployment is widespread in Africa.
However, as in developed countries, the situation is
relatively more difficult for young people than for
their elders. We must therefore look for the origins
of underemployment on two levels, first to
understand the cause of underemployment in the
population in general and second, to find out why
young people are in a less favourable position than
other workers. In the traditional labour market
system, the causes of underemployment are
identified by analysing the determinants of labour
supply and demand and how the labour market
adjusts to imbalances. The situation is slightly more
complex in developing countries, because a large
percentage of active workers currently in work are
in fact self-employed, thus meaning that the
supply/demand dichotomy is not always relevant.
However, as this is a convenient way of organizing
the arguments, we will use it in this section of the
article. The vast majority of relevant work available
on this topic deals with labour supply. We will
therefore begin by examining this aspect of the
question before studying the role of demand and
finally, the way the labour market adjusts.

1. Abundant labour supply

As we observed at the beginning of this article, the
population of Africa is young. At present, 15-24
year-olds represent 21% of the population of
Africa, compared with 18 to 19% in Asia and Latin
America and 14% in Europe, and this high
percentage will not decrease in the short or medium
term. A Malthusian approach to the question leads
to the conclusion that the high numbers of young
people arriving on the labour market explains, at
least in part, their problems of integration.
However, there is no clearly established correlation
between the relative size of a cohort of young
people and the underemployment rate of the cohort
in question. In reality, a growing labour force can
be an advantage or a disadvantage for economic
development, depending on the growth rate and the
jobs provided by this growth. Increases in labour
can be an advantage for development if the
economy needs labour and offers enough jobs. On
the other hand, if there is not sufficient growth or
the growth does not provide many jobs, the increase
in labour will be a threat as it increases competition
between job seekers. In this case, young people
who lack social networks and experience and do not
know how to ‘sell’ their qualities to employers, will
in general have more difficulty finding jobs. In
Africa as elsewhere, the relationship of cause and
effect is yet to be established between an increase
in labour and underemployment for the population
as a whole and young people in particular. In
addition, there are great differences between
African countries. For instance, the percentage of
young people decreased from 1995 to 2002 in
Morocco, whereas it rose in Algeria from 1995 to
2000. In a comparable period, it rose sharply in
Benin, but fell in Mauritius. These differences
suggest that it might be worthwhile to compare
these trends to those observed for youth



employment in a view to assessing the importance
of demographic factors.

2. Relatively poorly educated

Despite remarkable progress in levels of education
in several African countries, it is still a rare factor
in the continent, particularly in the south.
According to UNESCO, in 2002 the net primary
schooling rate only amounted to 62% in sub-
Saharan Africa, compared with 84% for the world
as a whole and nearly 92% in North Africa’.
However, once again, the average for sub-Saharan
Africa hides great disparities. First, in terms of
gender, as it is the region with the greatest
differences between boys and girls, with a net
advantage of about 20 percentage points in favour
of boys. Second, in terms of countries, as in
Malawi, Tanzania, Mauritius, Madagascar, Lesotho
and Cape Verde the net primary schooling rates are
higher than the world average, whereas in Ethiopia,
Burkina Faso, Mali and Niger, the rate does not
exceed 50%. However, it is important to remember
that schooling rates only give a very partial picture
of human capital accumulation. One reason for this
is that basic knowledge is only acquired after
spending enough time at school and another, that
there are large variations in the quality of the
teaching. For instance, although it is one of the
countries in Africa with the highest rates of primary
schooling (95.3% in 2004), in Malawi less than one
third of children are able to read and write after 4 to
6 years of education. Similar observations have
been made in Namibia, Tanzania, Ghana and
Zambia (World Bank, 2006).

Low investments in human capital are in principle a
good explanation for underemployment in the
active population. For this reason, investments in
labour force education schemes are regularly put
forward as the best instrument for poverty
reduction, because they helps obtain better jobs and
increase incomes. Apart from the fact that
education has undeniable benefits for other
fundamental aspects of individuals’ lives, and that
this alone probably justifies the scale of the efforts
devoted to it, there is cause for doubt from the strict
standpoint of labour markets. The compilation of
studies on the returns to education made by
Psacharopoulos and Patrinos (2004) suggested that
private and social returns to education are high in
Africa (one additional year of education appears to
increase individual earnings by 11.7%) and higher
than in the rest of the world (where the rate is
9.7%); and returns to primary education are
apparently higher than those for secondary
education (25.4% compared with 18.4%), which are
in turn higher than those of higher education
(11.3%). The strong decrease in returns to
education suggested by these statistics, works in
favour of concentrating resources on the primary
school cycles as an effective way of combating
poverty.

®  http://millenniumindicators.un.org/unsd/mifre/mi_worldregn.asp.

However, many authors question the validity of
these conclusions. First of all, it is clear that, once
again, the average figures for the continent hide the
great differences from one labour market to another
and it is therefore quite likely that they do not
reflect the real situation in the field. Secondly, the
statistical estimation methods used by the compiled
studies are not always well-suited to the data in
question and the estimates are of varying quality.
Many studies show that when the non-observed
characteristics of the employees and/or their
employers are taken into account, returns to
education decrease, sometimes radically. The few
estimates available concerning returns to education
in farming in Africa maintain the uncertainty. For
example, the oft-quoted compilation by Jamison
and Lau (1982) of 35 studies on returns to
education in farming came to the conclusion that
the returns were nil. More recent studies seem to
confirm this, but they are limited to a small number
of countries. However, it should not be concluded
that education has no impact whatsoever on farm
productivity, as the results are based on a very
small number of studies and carried out using data
that, in most cases, was not designed for this
specific use. Sustained research efforts are needed
before coming to any definite conclusions either
way. Finally, the possibility that returns do not
decrease with the level of education has been
observed in several studies on French-speaking
Africa (Kuepie et al., 2006) and English-speaking
Africa (Soderbom et al.; 2006; Schultz, 2004).
Convex returns to education challenge the validity
of policies that favour universal primary education,
sometimes to the detriment of investment in
secondary and tertiary cycles. They could partly
explain the low growth rates observed in Africa
despite considerable efforts in favour of education,
if these efforts have tended to concentrate too much
on primary cycles.

Even if we accept that the estimates presented by
Psacharopoulos and Patrinos (2004) are valid, this
does not necessarily mean that universal primary
education in Africa would have the positive effects
suggested by the high average returns. What is true
for an individual is not necessarily so for the
population as a whole, given that on a macro-
economic level, when there is an increase in the
education of the whole population, we can expect to
see a drop in its average returns. This type of effect
has been observed in Africa concerning access to
formal sector jobs. In Burkina Faso, Calvés and
Schoumaker (2004) compared the conditions in
which several successive cohorts entered the labour
market. Irrespective of the cohort, the first job
obtained by young people with no education was
nearly always in the informal sector. For better-
educated people, there was a real deterioration in
the quality of the first job: whereas for the cohort
born between 1955 and 1964 the percentage of
informal employment for the first job was 'only’'
56% for men and 74% for women, this exceeded
90% for the youngest cohort (born between 1975
and 1984). Probably more than ever before,
education is still an advantage when it comes to
integrating the modern sector of the economy.



However, many are called - with constant growth in
the numbers due to efforts made in favour of
education -, but few are chosen. The positive
correlation between the risk of unemployment and
the level of education can doubtless be explained by
the relative increase in the scarcity of jobs in the
modern sector of the economy. In an economy
where, on the one hand, the most educated people
come from the better-off families and, on the other,
the informal sector is always able to serve as a
refuge for young people rejected by the formal
sector, it is normal to find such a correlation.
Young educated unemployed people who have
sufficient resources due to their families’ relative
wealth, are able to wait until an opportunity to enter
the formal sector arises. The only solution for the
others is to work in the informal sector.

General education received at school is only one
way among others of increasing individuals’ human
capital. As we have seen, this form of investment is
still relatively low in Africa and its effectiveness is
questionable. What about other forms of
investment? First of all, schools can also provide
technical education, but are the returns any higher
than those of general education? Despite the
importance of this question, very few studies have
been done as yet to help answer it. Secondly, there
are two types of training for individuals who have
already started working: formal on-the-job training
provided in-house by the firm and informal
training. Formal on-the-job training is not very
common in Africa, mainly because the formal
sector is not very well-developed. Nonetheless, it
does seem to have high returns as shown by the
results of studies carried out using data on the
manufacturing industry, supplied by the Regional
Programme on Enterprise Development (RPED)
(Dabalen et al., 2003) However, it is the most
highly educated workers who receive the most on-
the-job training, which poses the problem of access
to training. As for the training received by workers
in the informal sector, it is very difficult to assess
its scale and effectiveness not only, in the case of
Africa, due to the lack of appropriate surveys, but
also because, by nature, it is elusive. However, it is
now accepted that training provided by the informal
sector plays a key role in the transmission of skills
in the crafts industries and in young people's access
to the labour market. However, the young people
are confronted with two difficulties (Walther,
2006): the master craftsmen do not always have a
sufficient level of qualifications to transmit the
required skills and the quality of the training suffers
from a lack of organized progression.

3. Capital and labour demand

Is the lack of capital responsible for Ilabour
underemployment in Africa? It is tempting to
accept this explanation. In the period 1960-1994,
Africa invested 9.6% of its GDP on average,
whereas the average investment rate in other
countries during the same period was 15.6%
(Hoeffler, 1999). The result was a lower stock of
capital per worker in Africa than in other continents
and some authors have put forward the idea that

this is the main source of underdevelopment in
Africa (Barro and Lee, 1994; Collier and Gunning,
1997). However, investment is endogenous and
several recent studies suggest that when it is taken
into account and the effect of other parameters such
as quality of governance is controlled for, the long-
term effect of investment on growth tends to
disappear in Africa. An increase in investment
flows would therefore probably not be sufficient to
increase  the growth rate and  reduce
underemployment in the population (Hoeffler,
1999; Devarajan et al., 2002).

Several studies on the farming sector highlight the
reduction in the average surface areas of land
transmitted to young farmers and the fact that these
transfers tend to take place later and later in the life
cycle (Quisumbing et al., 2004; Senne et al., 2006;
Jayne et al., 2003). This has two major
consequences: first, the young people are supported
by their parents for longer, which makes it even
harder to escape poverty and second, the increased
scarcity of available land encourages the young
people to migrate to towns or abroad, and fires
conflicts relating to the distribution of land, as
observed in Rwanda, Codte d'lvoire and Uganda
(André and Platteau, 1998; Chauveau, 2000;
Deininger and Castagnini, 2006).

4. Labour market regulation and adjustment

Labour market liberalisation was a key element of
the structural adjustment programmes implemented
in developing countries following the debt crisis at
the beginning of the 1980s. However, despite the
SAP, underemployment continues. Could this be
the result of a lack of flexibility in the labour
markets? The study by Kingdon et al. (2005) on the
flexibility of African labour markets showed that
the labour markets’ capacities to adjust do not seem
to be hampered by wage rigidity. Flexibility in real
wages seems to be greater in English-speaking
countries than in French-speaking countries, where
private sector wages are more directly linked to
public sector wages. However, even in francophone
countries, the few available studies show that the
levels of real wages are sensitive to the
unemployment rate. For instance, C6te d'lvoire has
roughly the same elasticity as that of the United
States.

On the contrary, employment in the formal sector
of the economy and in large companies is
associated with relatively high wage premiums
(from 10% in Mali to over 60% in Cameroon)
which persist even when the characteristics of the
person employed are taken into account. There are
several explanations for the differences between the
sectors. For instance, large companies face specific
difficulties with personnel management, due to the
fact that managers are less capable of monitoring
their employees’ productivity. To solve the
problem, they may choose to fix wages that exceed
the market clearing level in order to retain
employees. Based on RPED data, Fafchamps and
Sdéderbom (2004) found evidence to support this
hypothesis. Other studies, in particular those of



Teal (1996) on Ghana and Velenchick (1997) on
Zimbabwe, point to rent-seeking behaviour made
possible by certain firms’ dominant positions in
their markets. In this case, the employees can obtain
higher wages than the market clearing level, to the
detriment of the unemployed. Young people are
obviously at a disadvantage with this sort of
mechanism because they do not have the means of
sending out positive signals concerning their
productivity and do not have the networks to help
overcome the problem.

The power of the trade unions has often been put
forward to explain the slow pace of labour markets
adjustments. However, once again, we cannot give
a definite answer on this issue. In anglophone
countries, there does seem to be a relationship
between the presence of a trade union in a firm and
a wage premium (Kingdon et al., 2005). On the
contrary, in the franc area, Rama (2000) found that
trade union members had lower average wages than
non-union employees with identical observable
characteristics. This surprising result could be due
to the fact that Rama’s study did not take into
account the selection criteria for the trade union
members (Alby et al., 2005). Further studies are
required before coming to a conclusion on this
point.

There remains the question of labour regulations
and their application. Africa is considered to have
the most rigid labour regulations in the world and
this could be responsible for increasing its
difficulties in integrating young people (World
Bank, 2005). However, although labour regulations
are very strict, the informal sector is so extensive
that they do not apply to the majority of companies
and, in addition, the entrepreneurs do not mention
them as being strong constraint. Instead, the
manufacturing company managers interviewed in
the RPED project mentioned the lack of credit,
insufficient infrastructures and public services and
weak demand as the main obstacles to their
activities.

Conclusion

Overall, what are the reasons for youth
underemployment in Africa? Unfortunately, this

short review of the literature does not enable us to
give a definite answer to this question, first of all
because Africa is not homogeneous. Every country
is a specific case and things that may explain
underemployment in one do not necessarily apply
to another. It is also unrealistic to hope to identify a
single reason. For example, neither of the reasons
mentioned above - Africa’s under-capitalisation or
the low levels of education - seems capable of
explaining the continent's weak growth when taken
separately. However, the combination of these two
handicaps, which also tend to fuel one another —
low education levels do not encourage investment;
low capitalisation does not foster increased returns
to education — may provide the beginnings of an
explanation.

Philippe De Vreyer
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