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Preface

Inequality in the Arab Region - A ticking time bomb is a
flagship report that builds on the Pathfinders flagship global
report entitled From Rhetoric to Action: Delivering Equality
and Inclusion. The present report analyses selected forms of
inequalities that were exacerbated by recent developments
globally and regionally. It aims to contribute to Arab countries
efforts to reduce inequality, which has been on the rise in
the region, especially since the outbreak of the COVID-19
pandemic. The report sets out practical policy solutions

that may have a tangible impact on reducing inequality,
particularly the pertinent challenge of youth unemployment

’

in the region.

The report begins with an introductory section that sets
the tone and presents the overall objectives of the report,
followed by six chapters.

establishes the mutually reinforcing relationship
between protracted conflicts in the region and inequality.
It provides an overview of various dimensions of inequality,
which have made the region the most unequal worldwide.

examines the aftereffects of the pandemic, and
how it has exacerbated inequality in the region. It assesses
government responses to the pandemic from an inequality
perspective, and describes the social policy context in
the region prior to the outhreak, as well as measures

undertaken within social protection schemes to mitigate its
repercussions.

Chapter 3 highlights regional drivers of inequality, such as
demographic dynamics, weak institutions, the digital divide,
poor education, corruption, lack of transparency, and data
deficits. It proposes practical policy solutions based on a
three-pillar approach: visibility, credibility and solidarity.

provides an analysis of a public opinion survey in
the Arab region conducted by ESCWA to further understand
people’s perceptions of social and economic equality in
general, and youth unemployment, in particular.

analyses the challenges and characteristics
of youth unemployment from an inequality perspective,
and introduces supply- and demand-side constraints to job
creation for young people.

Chapter 6 applies the three-pronged model, based on
visibility, credibility and solidarity, to youth unemployment
and presents practical solutions to reduce inequality in
employment among young people. It proposes a paradigm
shift in policy formulation by establishing a solidarity fund
and a regional coalition to ensure effective and inclusive
government responses that deliver on the commitment to
leave no one behind.

Inequality in the Arab region A ticking time bomb
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Foreword

The Arab region continues to be one of the most unequal
regions worldwide. As poverty rises, the growing wealth
gap between individuals fuels increasing inequality. The
region exhibits persistent and increasing levels of
inequality in opportunity, especially among certain groups
and in certain areas. For example, youth unemployment,
which is 3.8 times higher than that of adult workers,

has been the highest in the world for the past 25 years.
Unemployment among certain groups, such as women
and persons with disahilities, is even higher than that

of men and persons without disabilities. Gender-based
inequalities stubbornly remain above global levels. Wealth
creation opportunities are declining, with the wealthiest
10 per cent of Arab adults holding 80 per cent of the

total regional wealth. Such factors, if left unaddressed,
will deepen existing inequalities, hitting the poorest and
most vulnerable communities hardest. These factors risk
inflaming greater disaffection and alienation among Arab
populations, resulting in a breakdown of social cohesion.

Furthermore, social, political and economic inequalities
have amplified the impact of the COVID-19 pandemic,
which disproportionately affected young people in the
Arab region. The pandemic highlighted the economic
inequalities and fragile social safety nets in the region,
with vulnerable and at-risk communities bearing the brunt
of the pandemic'’s repercussions.

Despite this bleak picture, Arab populations are optimistic
and hopeful. A survey conducted by ESCWA found that 52
per cent of people in the region believe that equality exists,
either fully or partially, while 47 per cent believe that
equality will increase in the next five years.

This optimism must be utilized.

To seize this momentum, Arab Governments should not
spare an effort to capitalize on youth enthusiasm, which
can serve as a strong catalyst for change.

This requires going heyond superficial and temporary fixes

to fundamentally reform the root causes of inequality,
including addressing structural challenges, corruption,
governance and institutional deficits, and introducing
coordinated economic and social policies. Notably, creating
job opportunities was chief among the demands of those
surveyed. Decent job creation is necessary to unleash the
productive potential of young people, and avoid another
“lost generation” with limited access to opportunities as it
transitions into the labour market.

Arab Governments must recognize that delivering visible
impact, securing credibility, and promoting solidarity
within the region constitute a successful three-pronged
policy approach to reducing inequalities. Practical
solutions should be put in place to translate this approach
into practice, and ensure that benefits trickle down to
those most in need.

To kickstart this paradigm shift in policy reform, |
propose establishing a solidarity fund and a regional
coalition to reconnect different population groups
across the wealthiest and poorest segments of society,
so as to create opportunities to ensure dignified and
prosperous lives for the poor and vulnerable, improve
shared wellbeing, guarantee growth to build stronger
and more stable societies that leave no one behind

in the achievement of the SDGs, and promote shared
responsibilities, societal solidarity and effective
partnerships for development.

We need to act now. Our children will never forgive us

if the legacy they inherit is fragmented, fragile and
marginalized societies.

Rola Dashti
Executive Secretary of ESCWA

Inequality in the Arab region A ticking time bomb
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Introduction

The challenges facing Arab countries today reflect
decades-long problems, such as civil war, political
violence, foreign military intervention, youth
unemployment, gender inequality, limited social
protection coverage, and widespread human
vulnerability owing to poverty and unmet basic needs.

Since the outbreak of the COVID-19 pandemic, the
Arab region has witnessed disparities that sharply
contradict the vision of equality and inclusion
inspired by the Sustainable Development Goals
(SDGs). Many poor people in several Arab countries

could not procure private medical care and
consequently died of the virus, while others survived
because they could protect themselves at home or
access private health care. Around 8.8 million people
became newly unemployed during the pandemic in
the Arab region,! while the wealthiest 10 per cent of
the region’s population now control 81per cent of its
net wealth compared with 75 per cent prior to the
pandemic. In 2023, an additional 10.9 million poor
people in the region will fall into extreme poverty,
8.5 million owing to the impact of the pandemic

and 2.4 million as a result of the war in Ukraine.

Inequality are not gestiny
and @xclusion -change is possible.

Pathfinders, From Rhetoric to Action — Delivering Equality and Inclusion, 2021.

The present report builds on the increasing
awareness among Governments and people of the
importance of tackling inequality as a prerequisite
for ajust and peaceful society. It complements the
Pathfinders flagship global report entitled From Rhetoric
to Action: Delivering Equality and Inclusion.? The Pathfinders
report seeks to identify practical and politically viable
solutions to meet the SDG targets on equitable and
inclusive societies, especially Goal 10 on reduced
inequality. The focus of the present roadmap for the
Arab region is to provide a practical set of actions

that identify how opportunities can be shared more
equally to reach the most vulnerable populations and
reduce inequalities. It highlights the challenges of
delivering equality and inclusion in the Arab region,
and identifies practical solutions to address these
issues, based on recent and longer-term experiences
of other countries. The roadmap echoes the message
of the Pathfinders report that “inequality and
exclusion are not destiny - change is possible”. The
roadmap builds on the policy approach set out in

the Pathfinders report, aimed at providing practical
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solutions to inequality and exclusion. The three pillars  15-29) represent about 30 per cent of the entire Arab

of the policy approach are: delivering visible impact; population. Economic growth alone will not solve
securing credibility; and promoting solidarity. this problem. On the contrary, non-inclusive growth
could exacerbate inequalities without strengthening
The present report also tackles the long-standing economic participation for all. The best way to
challenge of youth unemployment in the Arab translate economic growth into reduced inequality is
region, which is one of the most enduring forms of by creating upward mohility opportunities and decent
inequality. Enhancing the status of young people and employment that reduce poverty and narrow the
assimilating them into the labour market is crucial income gap between high and low earners.

to reducing inequality, since young people (aged

Box 1. Global messages of the Pathfinders report

The global report has the following three main messages:

People globally are demanding a new social contract to heal a divided world. Opinion surveys show an immense
preoccupation with societal divisions and a consensus that more needs to be done to address them.

Nationally, countries that have sustained progress in tackling inequality have adopted the following three-pronged
approach:

- Delivering visible results that make a difference in people’s daily lives, in areas such as social protection, housing and
wages.

- Building solidarity through truth-telling exercises and strong community-based programmes.
- Securing credibility and avoiding sethacks by fighting corruption and widening political power.

International policies are a critical complement to national action. The three urgent priorities now are vaccine equity, access
to finance, and tax norms and agreements incentivizing those who have most profited from growth to contribute to the
COVID-19 recovery and to climate change.

New aspects of the report include the following:

- It lays out key statistics explaining how reducing inequality and exclusion is in everyone’s interest, through more stable

growth, pandemic containment, the ability to address the climate crisis, and political stability.

- It looks at the “how to” of practical policymaking, starting with political and practical viability. It describes a menu of 21
policy areas that can be adapted to country circumstances, rooted in polling, research, and government and civil society
consultations.

- It combines attention to both income and identity-bhased inequalities, including gender, race and ethnicity.

- It links the economic and social aspects of inequality to its civil and political aspects, including the links between State
capture and inequality, and the benefits of maintaining civic space.

- ltis explicit about the relationship between national and international policies in combating inequality and exclusion.

Inequality in the Arab region A ticking time bomb

Xi



The Arab region:
the most unequal region worldwide
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The Arab region is the most unequal region
worldwide. In 2020, 58 per cent of national income
was accrued by the top 10 per cent, and only 8 per
cent was accumulated by the bottom 50 per cent.

Poverty is intergenerational: once a family falls
into poverty, it is likely to remain there for a few
generations.

Gender inequality in the Arab region has been
systematically above the global average, with an
estimated 179 years needed to close the gender
gap compared with 142 years globally.

Conflict is an impediment to reducing inequality: the
direct cost of conflictincurred by Irag, Libya, the
Syrian Arab Republic and Yemen, and the indirect
spillover effects on neighbouring countries, were
estimated at $752 billion between 2011 and 2015.

Economic growth alone will not solve this problem.
On the contrary, non-inclusive growth could
exacerbate inequalities without strengthening
economic participation for all.



The Arab region:
the most unequal region worldwide

The Arab region is significantly diverse, from the Atlantic
Ocean to the Arabian Gulf. For example, Qatar has one

of the highest GDP per capita globally, while Yemen

is one the world’s poorest countries. There are also
notable disparities within each country between social
groups and geographical areas in terms of income,
wealth distribution and access to opportunities. This
stark diversity results in numerous challenges, and

The political instability that swept through the Arab
region in the early 2010s was a direct result of extreme

— |bn Khaldun

requires tailormade approaches to reducing inequality.
Consequently, there are no one-size-fits-all solutions.

Conflict has been a common feature of the Arab region.
Itis both a cause and a consequence of inequality.

To analyse inequality trends in the Arab region, it is
important to understand the dynamics of conflict and
political instabhility.

inequality. Although each country had its unique
experiences and citizen demands, the popular uprisings



= Ayoung Lebanese person

all aspired to justice, equality and better living standards.
The Arab region is caught in a vicious circle of conflict,
with devastating effects on its ahility to consolidate
development gains. The root causes and drivers of conflict
in the region, comhined with their immediate and long-
termimpact, are likely to perpetuate further conflict
and exacerbate inequality. The breakdown of economic
organizations and business networks, the degradation of
State institutions, and the fragmentation of society will
take generations to remedy, should conflict cease today.
Figure 1shows the cyclical impact of conflict.

Several Arab countries have witnessed conflict, including
Irag, Libya, Somalia, the Sudan, the Syrian Arab Republic,
and Yemen. In addition, the State of Palestine continues
to suffer from the longest occupation in modern history.
Jordan is experiencing the spillover effects of conflicts
raging in neighbouring countries. Lebanon is suffering
from ongoing sectarian tensions, causing current stark
levels of inequality. In 2021, the comhined total population
of Arab conflict-affected countries, namely people
directly or indirectly affected by conflict, was 180.6
million, while their total youth population (aged 10-24) was
approximately 56.04 million.?

Conflict is the main driver of increasing humanitarian
needs to fill the gap in people’s access to basic services
such as food, water and health care. As the intensity

of conflict in the region subsides, as indicated by a
decrease in fatalities, humanitarian aid dependence
remains high (figure 2). Similarly, forced displacement
remains at a record high in the region, as illustrated in
figures 3 and 4. The highest numbers of refugees and
internally displaced persons (IDPs] were recorded in 2018
and 2020, respectively, with 5.6 million refugees and
58.5 million IDPs. The affected populations are mostly
women and children, and will continue to suffer from
serious repercussion for generations to come, especially
their ability to enjoy their basic needs and to benefit
from opportunities.

The human development repercussions of conflict have
already placed large cohorts of future young people

on an inequality trajectory in several critical periods of
life, namely infancy, early childhood, childhood, and the
transition into adulthood. The foundations of later-life
success are for the most part built in the early years.
Children exposed to conflict will most likely carry its
effects throughout their lives. Food insecurity, weak



Figure 1. Cyclical instability and conflict

Economic stagnation, degradation of state,
human capital and investment falls,
fragmentation of society,

war economics...

Deaths, destruction of infrastructure,
displacement, food insecurity,

school dropouts, aid dependency,
proliferation of non-state actors <
and ungoverned spaces,

illicit trade
Group grievances, lack of

9, . - "
Tverg of confict economic opportunities, no political
participation, militarization of
societies, geopolitics

Source: Compiled by ESCWA.

school enrolment and vocational training, decreasing opportunities available to children and young people
family resources, and reduced family investment in affected directly and indirectly by conflict, inequalities
children have devastating long-term consequences on will be reinforced. Ending hostilities and sustaining peace

children in conflict-ridden countries across the region. In therefore remain the top priority to tackle the numerous
the absence of critical interventions designed to enhance inequalities perpetuated by conflict.

Figure 2. Total number of people in need of humanitarian aid (Millions)
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Figure 3. Total number of refugees (Millions)
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Figure 4. Total number of IDPs (Millions)
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The direct cost of conflict incurred by Irag, Libya,
the Syrian Arab Republic and Yemen, and the indirect
spillover effects on neighbouring countries, were

Figure 5. Military expenditure (Percentage of GDP)
8

estimated at $752 billion between 2011 and 2015.4

One year of civil war in an Arab country leads to an
average loss of 3.5 per cent of per capita GDP.? Conflict
can also have negative implications on Governments’
social expenditure in favour of military and security
expenditure. The Arab region spends significantly more
of its GDP on military expenditures and significantly less
on health expenditures than any other region (figures
5and 6).In 2019, the Arab region spent about 5.4 per
cent of its GDP on military expenditure and only 3 per
cent on health expenditure, while the world’s average
was 2.2 per cent and 5.9 per cent, respectively. Higher
government spending on military and security expenses
rather than social welfare adversely affects social
spending, which is essential to promoting inclusive and
sustainable growth and to helping lift people out of
poverty and expand social protection schemes.
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Figure 6. Government health expenditure (Percentage of GDP)
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B. Snapshot on inequality in the Arab region

The Arab region is the most unequal region worldwide.®
Inequality is a dynamic phenomenon that is constantly
changing and interacting with social, economic and
cultural factors operating at all levels across the
region. Inequality negatively affects progress towards
the SDGs and poverty reduction through inefficient

1. Wealth concentration and inequality

Before 2009, the average wealth of persons in the Arab
region was growing at a fast pace of around 11.5 per

resource allocation, wasted productive potential,

a high dependency ratio, and impaired institutional
development. The present section provides an overview
of some of the inequalities that are evident in the Arab
region.

cent per year. After 2009, the wealth of Gulf Cooperation
Council (GCC) nationals, like that of citizens in other

Inequality in the Arab region A ticking time bomb
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regions, continued growing, while the wealth of nationals
in Arab middle-income, low-income and conflict-affected
countries started to stagnate or decling, especially in
low-income and conflict-affected countries.

At the end of 2018, nationals of Arah middle-income
countries (MICs) had only a slightly higher level of wealth
holdings than in 2008 ($10,300 in 2018 compared with
$9,100 in 2008), while nationals of Arab conflict-affected
countries and least developed countries (LDCs) were
poorer than in 2000 ($1,200 in 2018 compared with
$1,800in 2000).

At the end of 2019, when the COVID-19 pandemic started,
average wealth in all the Arab subregions had begun
increasing owing to rising valuations in the commaodities
and securities markets. By the end of 2020, however,

Arab nationals’ wealth had declined, notably in the GCC
subregion. While mean wealth dipped by 8 per cent in
Arab low-income and conflict-affected countries, it
declined by 13 per cent in GCC countries compared with
an average fall of 10 per cent regionwide (figure 7).

Today, many Arab citizens, especially those at the
bottom and in the middle of the economic distribution,
are not better-off than a decade ago. Evidence from
national household budget surveys suggests that the
region-wide size of the middle class started contracting
around 2013 and has dipped below 40 per cent, owing
torising poverty and vulnerability associated with
economic downturns and conflict. Between 2019 and
2022, an estimated 8.7 million people in the region
transitioned into extreme income poverty (totalling
53.7 million in 2022 compared with 45 million in 2019,

Figure 7. Average personal wealth, December 2000 - December 2020
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excluding GCC countries and Libya), and another 10.2
million transitioned into moderate poverty according
to national poverty lines (totalling 68.7 million in 2022
compared with 58.5 million in 2019).”

In terms of personal wealth, a similar depletion has
occurred in the middle-wealth group. For example, during
the period 2019-2020, 110 thousand individuals are
estimated to have broken through the $1million wealth
mark (totalling 660,000 at the end of 2020 compared
with 550,000 in mid-2019). At the same time, the group
holding less than $10,000 of lifetime savings has swelled
by 10 million individuals (totalling 180 million at the end
of 2020 compared with 170 million in mid-2019).

Trends in wealth inequality and wealth concentration
have been uneven in the Arab region, and have diverged

from global trends. Wealth concentration stagnated
during the period 2010-2015 in Arab LDCs and conflict-
affected countries. In the following years, wealth
inequality and concentration started growing continually
in Arab LDCs and MICs until 2018. In 2019, a temporary
drop in wealth concentration occurred in all Arab
subregions, particularly in MICs.

Wealth concentration increased abruptly in the first year
of the pandemic. In Arab LDCs and GCC countries, the
wealth concentration of the richest 1per cent increased
from around 30 per cent on the eve of the pandemic to
42 per cent at the end of 2020 (figure 8). However, in
Arab MICs, it increased from 22 to 31per cent.

Figure 8. Share of aggregate wealth of the wealthiest 1per cent, December 2000 - December 2020
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2. Income poverty

Since 2010, extreme income poverty® has been rising,
wiping out poverty reduction gains made in previous
decades. During the pandemic, extreme poverty
reached an average of 12.4 per cent in the region,
excluding GCC countries.

The Arab region is the only region worldwide
with increasing poverty rates in the 2010s. The

Figure 9. Extreme poverty trends, 2000-2019
| | |
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comparative performance of the Arah region has been
declining significantly. For example, in 2010, the Arab
region had roughly the same poverty rate as Latin
America (6.9 per cent and 6 per cent, respectively]).
However, by 2019, the Arab region had triple the
poverty rate. The problem of rising income poverty
has been particularly severe in Arab conflict-affected
countries (figure 9).

39.66

20 25 30 35 40 45 50

2019 m2010

Source: ESCWA calculations based on data compiled from World Development Indicators.

10



The Arab region has registered some of the highest
levels of income inequality globally (figure 10).

In some countries, the top 10 per cent of earners
account for more than 60 per cent of national
income,® compared with 52 per cent globally, 55 per
cent in Latin America, and 36 per cent in Europe.™

In 1980, the poorest 50 per cent of the Arah population
held 8 per cent of the region’s total income, while

the richest 1per cent held 33 per cent of the region’s
total income. By 2021, the poorest 50 per cent of

the Arab population held 9 per cent of the region’s
total income, and the richest 1 per cent held 24 per
cent of the region’s total income. Despite this slight
progress in reducing the inequality gap, the Arab
region remains the most unequal in terms of income

distribution.” Over the period 1980-2021, the income
of the bottom 50 per cent was almost stagnant,
while the income of the middle 40 per cent increased
slightly.

Disparities between countries are higher in the Arab
region than in any other geopolitical region. They
reflect the inequalities that occur on a global scale,
since the Arab region includes countries whose per
capita GDP is considerably above the average for the
group of the world’s richest countries, and others
whose per capita GDP is considerably below the global
middle income. For example, the per capita GDP of
Qatar was 66 times higher than that of Yemen in
2020.%

2 2
A

= Source: Pathfinders, From Rhetoric to Action -
Delivering Equality and Inclusion, 2021,
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Figure 10. Income inequality in the Arab region
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Source: Compiled by ESCWA based on World Inequality Database.

The Arab region needs around 179 years to close its
gender gap,® which was one of the highest gender gaps
worldwide in 2021 at 61 per cent compared with 67.7 per
cent globally.™

Figure 11 shows that significant discrepancies exist
between Arab countries in the gender gap. For instance,
with a global rank of 72, the United Arab Emirates was
the best performing Arab country in 2021, compared
with Yemen that ranked 155 globally.™

Although gender parity, defined as the equal
contribution of both men and women to all dimensions
of political and private life, has improved by 4

—#— Middle 40%

== Top 10% Top 1%

percentage points (or an average of almost 0.26
percentage points a year) relative to 2006 in the Arah
region (figure 12), this represents almost half the
progress achieved in other regions such as Western
Europe and North America.™

0f the 16 Arab countries covered in the Global Gender
Gap Index,"” the Syrian Arab Republic and Yemen have
ranked bottom since 2012. Since 2018, Iraq has joined
the Syrian Arab Republic and Yemen among the lowest
performing countries. These countries perform badly
on the “economic participation and opportunity”
subindex, in particular.


https://wid.world/data/
https://wid.world/data/

Figure 11. Gender gap closed to date by Arab country, 2021

67.70%

61%

—

UAE  Tunisia Egypt Jordan

w
=
=

ebanon Algeria Bahrain Qatar Kuwait Morocco Oman Mauritania Saudi  Syria Irag

Arabia

emen

ww= Arabregion — esss World

Source: Compiled by ESCWA based on data from World Economic Forum, Global Gender Gap Report, 2021.

Figure 12. Trends in overall closed gender gap in the Arab region, 2006-2021
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Figure 13. Economic participation and opportunity subindex in the Arab region, 2006-2021

1.000

0.900

0.800

0.700

0.600

0.500

0.400

0.300

0.200

0.100

2006 2007 2008 2008 2010 2011 2012

7 Closed gap

2013 2014 2015 2016 2017 2018 2020 2021

M Remaining gap

Source: ESCWA calculations based on data from the global gender gap reports of the World Economic Forum.

The Arab region has been the lowest performing group
worldwide in the “economic participation and opportunity”
subindex of the Global Gender Gap Index, which has affected
its performance in the entire Index. Over the period 2006-
2021, the region managed to close an average of 40.7 per
cent of the gap in this subindex, which is relatively low
compared with the global average of 58 per cent.

5. Inequality and climate change

Climate change disproportionately affects the

poor and vulnerable in the Arab region. These
populations are unable to equally cope with increasing
temperatures, land degradation, water stress and
climate change-related food shortages, and suffer the
most from these climate change outcomes. Poor and
marginalized populations are usually more exposed
and vulnerable to floods, droughts and other natural

In 2018, the Arab region had a gap of 61.7 per cent in the
“economic participation and opportunity” subindex,
compared with 42 per cent globally. In 2021, the Arah
region’s gap under the subindex reached 60.8 per cent
compared with a 42 per cent gap globally. At this rate,
the Arab region needs around 585 years to close the gap
in this subindex, compared with 268 years globally.™

disasters, and have less capacity to recover when hit
by a climate-related shock. Poor families are often
forced to live in insecure flood prone areas, in poorly
built housing, with restricted access to sanitary
infrastructure. Small-scale farmers often face limited
access to improved seeds, new technology and
knowledge necessary to protect their livelihoods from
climate hazards.
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Heat waves also cause health problems such as
dehydration and even death for poor and vulnerable
populations, especially informal workers such as street
vendors. Heat waves also result in power outages, which
are a main driver of protests in several Arab countries,
notably Irag and Libya. Poor households with no access
to alternative sources of energy are disproportionately
affected, as they struggle to preserve food and access
the Internet and other resources for study or work
purposes. In general, even without energy shortages,
inequality persists across the region between those who
can pay expensive electricity bills and those who cannot.™
Furthermore, increasing temperatures exacerbate the
spread of vector-borne diseases, including malaria,
yellow fever and dengue fever, threatening the health of
allin the region, especially the poorest who have limited
access to adequate health-care services.

Climate change-related food shortages challenge the
health and wellbeing of Arab populations, especially the
poorest and most vulnerable. In 2019, around 51 million
people in the region were chronically undernourished,
mostly concentrated in conflict-affected countries

and the region’s refugee populations.?’ Given that
changes in climate patterns lead to droughts and hotter
temperatures, the region’s ahility to grow food will be

Inequality is both intersecting and multidimensional, and
includes various interrelated social, economic, cultural
and political factors that operate at all levels, which
make it harder to measure and hence to reduce. It is
usually the most vulnerable who face multiple forms of
inequality, such as poverty, lack of quality education,
and limited access to the formal workforce. These
groups are often trapped in a vicious cycle of poverty,
with inadequate opportunities to reduce their poverty
because they suffer from various forms of inequality.

Despite the health and education gains achieved by the
region, inequality in education between wealth groups,

limited, thus undermining food security. The region’s
heavy dependence on food imports also puts the poor and
vulnerable at a disadvantage, as they struggle to keep up
with global food price fluctuations.

Water stress is another outcome of climate change. The
Arab region is already the most water-stressed region
worldwide, thus undermining the “right to access water”
for millions.?" About 90 per cent of the region’s population,
totalling around 382 million people, live in water-scarce
countries.?? About 49 million people lack access to basic
drinking water, and 74 million have limited access to basic
sanitation services.? This inequality in access to basic
service is not experienced by all. People living in rural
areas are underprivileged compared with those living in
cities, who have better access to water and sanitation
services. For instance, 23 per cent (37 million) of people,
in rural areas still lack basic drinking water services
compared with only 6 per cent (13 million) in urban areas.
The disparity is even greater for sanitation services, with
32 per cent (51 million) of people, in rural areas lacking
basic services compared with 10 per cent (22 million) in
urban areas. For example, in the Syrian Arab Republic,
about half the water infrastructure was destroyed in the
war, but it was rebuilt faster in urban areas than in rural
areas, since urban settings attract more investment.

especially at the secondary level, remains among the
highest worldwide. This indicates that progress is

not adequately reaching the most vulnerable in the
region, reflected in persistent and pervasive disparities
resulting from adverse childhood experiences, early
school drop-out, difficulties with literacy and numeracy,
health problems, and discrimination and prejudice.
People at the lower end of the social gradient are
vulnerable, with a higher proportion becoming socially
excluded. These people experience multiple forms

of discrimination, stigma and disadvantage that
accumulate and compound inequality.


https://www.ipcc.ch/srccl/chapter/chapter-5/
https://www.ipcc.ch/srccl/chapter/chapter-5/
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— Source: Pathfinders, From Rhetoric to Action — Delivering Equality
and Inclusion, 2021.

Population groups, such as older men and women, Persons with disahilities have restricted employment
persons with disabilities and migrants, are most likely opportunities in the Arab region, which hinders their ahility
to face intersecting inequalities, especially in terms of to have a sustained source of income source.

limited access to basic services such as education and

health. Disahility increases with old age, and countries In nine Arab countries for which data are available, the
with higher shares of people over 65, such as Morocco, unemployment rate for persons with disabilities is higher
Oman and Yemen, have higher rates of disability at than that of persons without disabilities, especially among
around 37 per cent. These groups also have limited women with disabilities. A case in point is Saudi Arahia,
spatial access and access to technology, especially where unemployment among women with disabilities
e-services, meaning that they are more disadvantaged is 75.3 per cent, which is 2.3 times higher than that of
than other groups in the same country. women without disabilities, estimated at 32.5 per cent.

2 2
A

= Source: ESCWA survey of the private sector.
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The unemployment gap is also wide among men: the
unemployment rate for men with disabilities is 48.6
per cent, compared with 11.5 per cent for men without
disahilities.?*

Furthermore, persons with disahilities who are employed
often suffer from low income and job insecurity, because
they are in informal, irregular, temporary or part-time
jobs. The exclusion of persons with disahilities from

the labour market is a significant waste of potential,
resulting in an estimated GDP loss of between 3 and 7 per
cent.®

Migrants are also affected by intersecting forms

of inequality. The Arab region hosts more than 41.4
million migrants and refugees.?® Migrants in most

Arab countries do not have access to social protection
systems and are unable to contribute to social insurance
programmes. As a result, large numbers of migrants do
not have pensions or health coverage in their old age,
and are at heightened risk of income insecurity and ill
health. These vulnerahilities contribute to increased
multi-dimensional inequality.



COVID-19

from bad to worse




3

Key messages

The COVID-19 pandemic has highlighted deep and
longstanding inequalities across the Arab region.

Although the region was already significantly
unequal, the pandemic deepened and accelerated
those inequalities, hitting the poorest and most
vulnerable communities hardest.

The pandemic pushed an additional 16 million
people into poverty, increasing the number of poor
in the region to over 116 million, almost a quarter of
the population.

People in the informal sector, vulnerable workers,
women, young people, less-educated workers and
persons with disabilities suffered the most from job
losses during the pandemic.

Temporary informal sector labour accounted for
the greatest proportion of net job losses in the
Arab region in 2020. At the same time, workers with
permanent jobs in tele-workable occupations were
largely spared from unemployment, thus widening
existing inequalities between those in the formal
and the informal sectors.

The shift to online education widened educational
inequalities and deepened existing gaps in access to
technology and the Internet in the Arab region, where
48 per cent of households are without home Internet.

Aggregate working hours dropped by 10.3 per cent
in the Arab region in the second quarter of 2020,
compared with 2.1 per cent in the last quarter of
2019.

In many Arab countries, less than 25 per cent

of older women have pensions because of their
absence from the workforce in preceding decades.
Their poverty was exacerbated by the pandemic.



COVID-19

from bad to worse

‘‘You need some inequality to grow... but
extreme inequality can be harmful to growth?”

A. Pandemic of inequality in the Arab region

The Arab region was already significantly unequal,

but the pandemic deepened and accelerated these
inequalities. At the same time, existing social, political
and economic inequalities amplified the impact of the
pandemic. The outbreak of COVID-19 caused drastic
changes in jobs, education, economy, welfare systems
and social life in the region, hitting the poorest and
most vulnerable communities hardest. It also revealed
the fragile safety nets that left vulnerable individuals,

families and communities bearing the brunt of the crisis.

What started as a health crisis quickly developed into a
severe economic recession, followed by a social crisis

that profoundly affected the lives of people in the region.

An additional 16 million people have been pushed into
poverty, increasing the number of poor in the region to
over 116 million, almost a quarter of the population.?’

Regardless of how it is measured, poverty in Arah
countries was on the rise before COVID-19. However, the
pandemic further exposed and accentuated existing
structural deficiencies driving poverty and inequality in
the region.

People in the informal sector, vulnerable workers,
women, young people, less-educated workers and
persons with disabilities suffered most from job
losses during the pandemic. These workers often hold
temporary or other types of non-standard working

20



Inequality kills

Globally, the wealth of the world’s 10 richest men has
doubled since the pandemic began, but the income

of 99 per cent of people has dropped because of the
COVID-19 pandemic. Widening economic, gender and
racial inequalities, in addition to inequalities between
countries, are tearing the world apart. This is not

by chance, but by choice: “economic violence” is
perpetrated when structural policy choices are made for
the benefit of the richest and most powerful individuals.
This causes direct harm to everyone else, especially

the poorest groups, women and girls, older persons,

and persons with disabilities. Inequality contributes to
the death of at least one person every four seconds.
However, economies can be radically redesigned to be

centred on equality.

arrangements that are easily suspended when demand
for labour falls. In addition, temporary workers in the
informal sector and lower-paid blue-collar workers, who
are more likely to work in sectors strongly hit by the
pandemic, such as retail, agriculture, manufacturing,
transport, tourism, hospitality and sales, did not

have the opportunity to work from home, and were
disproportionately impacted by joh losses. Temporary
informal sector labour accounted for the greatest
proportion of net job losses in the Arab region in 2020. In
contrast, workers with permanent jobs in tele-workable

white-collar occupational categories were largely spared
from unemployment, thus deepening the digital divide
and further exacerbating inequality.

The pandemic significantly increased unemployment and
dramatically slashed workers’ incomes in the Arab
region. It also highlighted the vulnerahilities of young
people and female workers in terms of joh stabhility,
social inclusion and welfare. Resolving the precarious
position of Arab male and female young people is of
paramount importance, because not prioritizing themin

Inequality in the Arab region A ticking time bomb
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the present provides little hope for their future in terms
of social and economic prosperity. The International
Labour Organization (ILO) estimated that working

hours worldwide fell dramatically by 10.7 per cent in the
second quarter of 2020 relative to the last quarter of
2019. This is equivalent to about 305 million full-time
jobs. The Arab region was no exception. Aggregate
working hours dropped by 10.3 per cent in the second
quarter of 2020 compared with 2.1 per cent in the last
quarter of 2019.%8

In the Arab region, micro, small and medium enterprises
(MSMEs] in the informal economy were particularly
vulnerable to the economic impact of the virus.
Consumers were demanding and spending less,

leading to decreasing revenues, liquidity problems,
reduced output, and layoffs. Arab countries showed
characteristics that made them more susceptible to
deeper economic and social challenges compared with
other countries, including dependency on the informal

sector for economic activity and employment, lower
shares of tele-workable jobs, and higher numbers of
informal sector workers. Reducing informality will help
reduce inequalities in the long run through stronger
social welfare safety nets, better enforcement of

laws and policies, increased revenue yields, easily
administered regulations, and enhanced economic
growth.

The shift to online education and remote working
during the pandemic also highlighted gaps in access
to technology and the Internet in the Arab region.
Educational inequalities were widened, as students

in more economically vulnerable households and in
remote rural areas often lacked the equipment and
digital connectivity to complete schoolwork. Those
who already had limited access to education, owing to
their rural location, being poor or being displaced, faced
more challenges and weaker access to online learning.
Itis estimated that about 48 per cent of households

‘‘Despite the additional challenges that the COVID-19
pandemic brought to the region, it provides new
opportunities for recovering forward better, and enabling
a transformation in the modes of governance and in
development operation and implementation. This required

transformation is one premised on shared responsibility and
societal solidarity that promotes responsible and effective
partnerships for development, and strengthens social and
economic solidarity, leaving no one behind in the pursuit of
the SDGs.”
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in the Arab region are without home Internet.? This
disparity varies between countries: Qatar has 100 per
cent Internet coverage, while the Sudan has only 30
per cent. The digital divide also has a gendered aspect
in the Arab region, with an Internet penetration rate
of 58.5 per cent for men compared with 48.2 per cent
for women in 2019. Insufficient Internet connection is
usually linked to various other factors, including poor
infrastructure and limited financial resources to pay for
fast Internet needed to upload and download learning
materials. The World Bank estimates that broadband
becomes accessible and reliable when households
spend between 3 to 5 per cent of monthly income on
it.3® This added financial burden came at a time when
people in the Arab region were already facing loss of
income and increased poverty, thus preventing them
from investing in enhancing broadband connectivity
and purchasing computers.

Inequalities made the pandemic more deadly, more
prolonged, and more damaging to lives and livelihoods.
Income inequality proved to be a stronger indicator than
old age of whether a person would die from

COVID-19.%" Extreme economic inequality is built into the
current model of global capitalism, and the pandemic
exposed the degree to which financial crises makes

the rich richer. While Governments spent vast sums of
public money propping up economies, a small group

of private individuals profited enormously during

the pandemic. At the start of the COVID-19 outhreak,
billionaires collectively owned 2 per cent of household
wealth worldwide. By the end of 2021, they owned 3.5
per cent. In the Arab region, the average government
fiscal stimulus as a share of regional GDP was nearly 4
per cent, which is less than half the global average fiscal
stimulus of 11 per cent of GDP. The fiscal stimulus of
developing countries and LDCs was significantly lower
than that of developed countries, which threatened their
pandemic recovery. In the Arab region, 5 of the top 10
fiscal stimulus announcements, relative to GDP, were
from GCC countries. Almost 11 per cent of the announced

fiscal stimulus was targeted at people through social
protection and health-related measures, and nearly 40
per cent went to supporting SMEs and businesses in the
Arab region.®

Despite progress made in the past two decades, the
region is still below the global average in many health-
related areas. The pandemic exacerbated this situation,
with significant disparities between Arab countries. In
2017, average life expectancy at birth was 71.6 years
(73.5 years for women and 69.9 years for men) in the
region, compared with 72.4 years globally (74.7 years
for women and 70.2 years for men). In the same year,
stunting decreased by 6 percentage points in the
region compared with 10 percentage points worldwide.
Moreover, health expenditure ranged from 2.6 per cent
of GDP in Qatar to 8.2 per cent in Lebanon, while some
countries witnessed a reduction such as the Comoros
that decreased its expenditure from 12.2 per cent of
GDP in 2000 to 7.4 per cent in 2017.% The Arab region also
suffers from a shortage of hospital beds: there are only
1.3 hospital beds per 1,000 people compared with 2.9
globally. Moreover, in 2017, the number of physicians per
10,000 people in the region stood at 1.1, and the number
of nurses and midwives at 2.2,% which is far lower than
the 44.5 skilled health workers (doctors, nurses and
midwives) per 1,000 people needed to reach the SDG
threshold.*®

The roll-out of the COVID-19 vaccines is a prime example
of inequality in health care. COVID-19 vaccine inequity
could potentially have a lasting and profound impact

on socioeconomic recovery in lower-middle and low-
income countries. In the Arab region, vaccination rates in
the United Arab Emirates, Qatar and Kuwait (all high-
income countries) stood at 93.1, 75.7 and 71.1 per cent,
respectively, compared with 11 per cent in Yemen and 8.7
per cent in Djibouti as at 31 January 2022.%

The pandemic also exacerbated existing inequalities
between social groups, such as persons with disabilities,



migrants and older persons. For example, health budgets
were redirected towards dealing with the COVID-19
emergency, meaning that non-pandemic-related medical
services for persons with disahilities were negatively
affected. Consequently, close to 60 million people living
with one or more disabling conditions in the Arab region
suffered disproportionately. In addition, migrants, who
represent 40 per cent of all workers in the Arab region,
did not have equal access to health services, and were
more at risk of losing their jobs.

Furthermore, there are 32 million older persons in the
Arab region whose pre-existing inequality has further
deteriorated owing to the pandemic. The absence of
universal or comprehensive old-age pensions and health
insurance in most Arab countries forced many older
persons to become more financially dependent on family
members, who may already be poor or slipping into
poverty as a result of the pandemic’s economic impact,
thus making older persons even more vulnerable.
Moreover, older persons working in the informal sector,
and depending on daily wages, were hard hit by the
pandemic and its consequent lockdowns. These people

While the pandemic hit Arab countries with varying
intensity, responding to the crisis presented unparalleled
challenges to Governments. One of the pandemic’s
paradoxes is that it was both completely global and
intensely national. On the one hand, the virus spread
across national borders with unprecedented rapidity. On
the other, many people looked first and foremost to their
national governments for leadership and reassurance.
The pandemic highlighted Governments’ performance

in response to the crisis, and brought structural and
social issues to light, including the issue of public trustin
Government.
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have little savings and limited safety nets to fall back on
when they find themselves suddenly out of work.

The pandemic also led to increased inequality for
women, since they were the main care providers during
the outbreak in the region. For example, in Egypt, women
comprised 90 per cent of nurses. However, working

as care providers during the pandemic did not reduce
women’s engagement in unpaid care work at home. On
the contrary, due to a shift to online learning, women
spent more time on unpaid care work, conservatively
estimated at 4.7 more time than men.* This situation,
coupled with alarger number of women affected
financially owing to lost or reduced income, increased
their risk of falling into poverty, especially female headed
households. The following two factors exacerbated
female inequality. Firstly, the sectors mostly affected

by the pandemic, such as manufacturing and service
industries, feature a high number of women workers.
Secondly, ESCWA estimates that 61.8 per cent of working
women are in the informal sector, which was the most
affected by lockdown measures.®

Furthermore, the pandemic underscored vulnerahilities
in national administrations, business operations and
supply chains. It was also an important turning point,
which offered a window to reform economic and

social policies in the region. The crisis emphasized the
importance of government services, the private sector,
technology and e-governance, working together to offer
practical policy solutions to address the situation.

Arah Governments rolled out emergency social
protection measures to soften the short-term effects of
the crisis, and to initiate a faltering economic recovery.



However, this process was also unequal among Arab
countries owing to their varied fiscal capacities and
ability to rapidly reach the most vulnerable. Prior to

the pandemic, most Arab countries already had social
protection systems in place, which had been developed
in recent years. When the COVID-19 crisis hit, these
social protection systems were mohilized to deliver
additional support using a variety of approaches. Social
assistance constituted 50 per cent of social protection
interventions during the crisis, which were most
prevalent in the Arah LDCs, accounting for 62.5 per cent
of social protection-related support. In comparison,
GCC countries comprised the highest share of active

labour market programmes. Countries with limited fiscal
space relied on measures such as reducing government
fees and housing subsidies, which constituted forgone
government revenues rather than cash assistance
from the treasury. Qil-importing countries focused

their spending on health and targeted social transfers,
while oil-exporting countries prioritized temporary tax
reductions, extended payment deadlines, and increased
spending on schemes such as partial salary payments
to preserve jobs. These various schemes had differing
effects on vulnerahle groups, which were sometimes
insufficient to ease the financial repercussions for
already underprivileged families.

C. Social protection in Arab countries before the pandemic

In the years leading up to the pandemic, many Arab
countries embarked upon ambitious reforms to make
their social protection systems more sustainable and
equitable.* Doing so had become crucial as existing
arrangements were extremely costly to maintain, and
tended to aggravate rather than reduce inequalities.
Some Arab countries had relied heavily on general
subsidies for decades, especially for energy products
such as petroleum and electricity. Since they covered
the entire population, these subsidies largely benefitted
the rich more than the poor. A 2014 IMF report found that
in Egypt, Jordan and Lebanon, 86, 58 and 38 per cent,
respectively, of petrol subsidies accrued to the richest
quintile, and only 1, 8 and 5 per cent, respectively, to the
poorest quintile.®®

Meanwhile, only a relatively small portion of Arah
populations were covered by contributory social
insurance. In many countries, this portion declined
during the 1990s and 2000s owing to increasing
economic informality. For instance, in Algeria, the

proportion of salaried workers with social insurance
coverage dropped from 89 per cent in 1992 to 67 per
cent in 2012.4" Workers on lower incomes are generally
much less likely to be covered by social insurance than
those on higher incomes. For example, by 2018 in Egypt,
coverage of private sector wage workers ranged from
7 per cent in the lowest wealth quintile to 27 per cent in
the highest one.*?

Key objectives of the reforms undertaken prior to the
pandemic were phasing out general subsidies, and
ushering in social assistance targeted to the poor, often
in the form of cash transfers. In Egypt, for instance,
spending on fuel subsidies fell from 6.8 per cent of GDP
in 2012/2013 to 0.3 per cent in 2019/2020.4 Meanwhile,
the country established a new flagship cash transfer
programme, Takaful and Karama (Solidarity and Dignity),
which by late 2019 had expanded to cover more than 2
million beneficiaries. This programme is aimed at poor
households using appropriate targeting mechanisms.
An evaluation of the Takaful component showed that 46

Inequality in the Arab region A ticking time bomb
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per cent of total benefits went to the poorest quintile.
Programmes of this sort have been launched or scaled
up in many other countries, including Jordan, Lebanon,
Mauritania, Morocco, the Sudan and Tunisia.**

Nonetheless, social protection spending has remained
relatively low in Arab countries (figure 13). ESCWA
analysis indicates that the region’s total expenditure
on social protection (excluding health] in recent years
was approximately 5.4 per cent of GDP.*® Arab high-
income countries (HICs) spent significantly less on social
protection (4 per cent of GDP) than HICs worldwide
(16.4 per cent of GDP on average). In contrast, social
protection spending in Arab upper-middle-income
countries (UMICS) was 7.8 per cent, which is almost the
same as the average for this income group at the glohal

level (8 per cent). Meanwhile, Arab lower-middle income
countries (LMICs) spent on average fully three times
more (7.5 per cent) than LMICs worldwide (2.5 per cent).*

Social protection coverage differs among men and
women in the region, despite the positive change
witnessed recently. For example, the gender distribution
of old-age pensioners covered by social insurance
schemes has been systematically low for women when
compared with men. According to available data in four
Arab countries, old women covered by pensions ranged
between 14 per cent in Tunisia, 17 per cent in Jordan, 37
per cent in Kuwait, and 25 per cent in Bahrain, compared
with 86, 83, 63 and 75 per cent, respectively, for men.
This is largely a consequence of women’s absence from
the workforce in the preceding decades (figure 15).

Figure 14. Total expenditure on social protection (excluding health), 2020 or latest available year
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Source: ESCWA calculations based on World Social Protection Data Dashboards.
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The situation is different for non-contributory social
insurance, with female beneficiaries frequently outnumbering
male heneficiaries, as shown in figure 16. Consequently, older
women are less covered by pension schemes owing to their
absence from the labour force, meaning that they receive
more social assistance to compensate for their limited access
to opportunities and wealth.

Furthermore, the reforms undertaken by Arab countries
were not necessarily always successful in reducing
inequality. Efforts to target the poorest, and therehy prevent

"leakage" of social assistance to the non-paor, has always
generated a certain degree of exclusion errors. Moreover,
poverty targeting risks undermining political support for
social assistance among the middle classes, potentially
affecting the viahility of funding and thus the adequacy of
support provided. In the words of Amartya Sen: "Benefits
meant exclusively for the poor often end up being poor
benefits”. The Pathfinders Global Report notes that the
Mexican programme Prospera was recently suspended largely
because of the unpopularity of its exclusive targeting of poor
households among middle-income voters.*®

Figure 15. Gender distribution of old-age pensioners in selected social insurance organizations
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Source: The sources are annual and statistical reports of the different social insurance organizations, as follows:

Tunisia: Caisse Nationale de Sécurité Sociale (undated) - Annuaire Statistique.

Jordan: Social Security Corporation (undated) - Annual Report 2009, Social Security Corporation (undated) - Annual Report

2019.

Kuwait: Public Institution for Social Security (2007) - Annual Statistical Collection; Public Institution for Social Security

(2019) - Annual Statistical Collection.

Bahrain: Social Insurance Organization (undated) - Statistical Report 2011 - Quarter 4: Civil & Private Sector, Social
Insurance Organization (2021) - Statistical Report 2021- Quarter 1.
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Figure 16. Gender distribution of social assistance beneficiaries

Gender distribution of social assistance beneficiaries
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Source: Compiled by ESCWA.

Consequently, while poverty targeting may in theory
seem an effective way of reducing poverty, it does not
necessarily reduce inequalities, since this outcome may

fail to materialize in practice for technical and economic “Social prOt.eCtlon negds
reasons. In addition, while targeted programmes togo handl‘m‘hand 'Wlth
often aim to cover the poorest 10-20 per cent of the a progressive taxation
population, the proportion who are vulnerable to a system to bridge the gap
covariate shock (unexpected adverse events that between the “haves” and
affect large shares of the population) is considerably “have nots”.”’

higher. In most low-and middle-income Arab countries,
despite efforts to expand contributory social insurance,*
amajority of workers still operate in the informal
economy. These workers are frequently not deemed poor  contributory or non-contributory social protection.
enough to be eligible for targeted social assistance, and The extreme precariousness of this group was starkly
thus make up a "missing middle" not covered hy exposed by the COVID-19 crisis.
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When the pandemic struck, many Arab countries were in the
process of reforming their social protection systems. These
reforms largely sought to scale back costly and inequitable
subsidies and replace them with alternative social assistance
measures, especially cash transfers, targeted to the poor.
Several countries were also trying to expand coverage of
contributory social insurance, but economic informality
remained commonplace across the region.

To tackle the pandemic, Arab Governments had to swiftly
change gear to ensure fiscal support for those without any
form of social protection. Within the first six months of

the pandemic, 189 new social protection measures were
introduced. By September 2021, the total fiscal response

to the COVID-19 crisis in the Arab region was $94.8 hillion,
which was equivalent to approximately 2 per cent of the
region’s GDP in 2020. This is considerably low compared
with the global average fiscal response to the pandemic,
which was 22 per cent of GDP. However, of this $94.8 hillion
total fiscal response in the Arab region, an impressive 18

per cent was allocated to various forms of social protection
programmes, such as cash transfers. In relative terms, this
is double the global average of social protection spending as
a share of the total fiscal response, which is estimated to be
just 9 per cent.

Moreover, the pandemic exposed both the strengths and
weaknesses of existing social protection systems. While
recent pre-pandemic reforms had aimed to identify the
poorest and thus to reduce leakage of resources to the
non-poor, they did not offer adequate protection for the large
section of informal workers who were not covered by social
insurance because they were deemed not poor enough to
qualify for social assistance. These workers, who rarely have
the option to telecommute, were often the most severely
impacted by lockdowns and the economic downturn. At the
same time, the pandemic revealed social protection systems’
capacity to scale up relatively quickly, evenin an extremely
challenging context. In many countries, the introduction

of poverty-targeted cash-transfer programmes coincided
with the establishment of social registries containing

data on potential beneficiaries. When the pandemic

struck, Governments could select additional beneficiaries
directly from these registries, without having to initiate
acumbersome targeting process. In Egypt, for instance,
around 800,000 new Takaful and Karama beneficiaries
were added between February and November 2020. In
addition to enlarging the scope of existing social assistance
programmes, Governments set up new temporary schemes
often directed specifically to informal workers. For example,
in Jordan, the Takaful Il scheme provided cash transfers to
almost 250,000 households of informal workers during the
crisis.

The impact of the pandemic has been far-reaching and
has touched every aspect of development. With the poor
and vulnerable bearing the brunt, the pandemic impeded
efforts to reduce inequality, end poverty, and boost
shared prosperity. Nonetheless, the recovery from the
devastating consequences of the pandemic in the Arab
region provides fresh opportunities for practical solutions
to reduce inequalities. There are urgent demands for
policies and actions to systematically address inequality
and exclusion and to demonstrate that change is possible,
despite the longevity and perceived intractability of the
situation. Short-term policies were introduced to protect
the disadvantaged and the vulnerable from the health,
economic and social impacts of the crisis. Now, medium-
to long-term policies must address the deeper structural
drivers of inequality.

Reducing economic and social inequalities in the aftermath of
the pandemic is vital to building societies that are resilient to
major shocks. This enhanced resilience, with stronger social
protection systems that leave no one behind, is critical for the
Arab region, which faces the challenge of boosting economic
activity under the Fourth Industrial Revolution while working
towards a climate-neutral economy.
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Key messages

The factors driving inequality in the Arab region
include demographic dynamics, poor education,
digital divides, weak institutions, corruption

and lack of transparency, data deficits, and
unaffordable housing.

Around 51 million people in the Arab region are
suffering from undernourishment, with an alarming
increase in the “triple burden of malnutrition”
consisting of undernutrition, overweight and
obesity, and many suffering from micronutrient
deficiencies.

Spatial disparities are wide in the region, with 75
per cent of those living in extreme poverty residing
in rural areas.

High inequality of opportunities in education is
determined by family circumstances, including
parental income, educational attainment, and
community characteristics.

Access to education is affected by low fixed-
broadband penetration, which stands at 8.8 per
cent, compared with a world average of 12.1 per
cent.

The region has an average score of 32 out of 100 in
the Corruption Perceptions Index.

Gradual demographic shifts in Arab populations
towards larger shares of older persons may widen
the gap between those who have pensions (men)
and those who do not (women).

Corruption can increase inequality, especially
with regard to decisions on income distribution,
the use of aid, and public spending on health and
education.

Inequality in the Arab region A ticking time bomb
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Challenges

posed by inequality

‘“The true measure of any society can be found
in how it treats its most vulnerable members.”

Mahatma Gandhi

A. Inequalities in access and opportunities

Inequality of opportunity is defined as inequality
resulting from differences in circumstances, such as
parental characteristics, household wealth, place of
birth and gender. Inequality of opportunity relates to the
ahility to partake in a healthy economy, to access basic
goods and services, to access meaningful employment,
and to enjoy equality of treatment. Poor or limited
access to opportunities can be viewed as both a cause
and a consequence of inequality. For example, people
who are deprived of education have less opportunities to
find decent jobhs. Moreover, those who are in the informal
sector or unemployed are less likely to receive quality
education or training opportunities.

The place where people are born and live also has a
lasting influence on their lifelong opportunities, including
access to safe drinking water, electricity, health care,
good schools, and decent work. Spatial disparities are
generally wide in all countries, with urban populations
considerably better off than rural populations. Spatial
disparities promote intergenerational inequality owing to
limited opportunities and the concentration of poverty in
certain underserved neighbourhoods, which reinforces
the mechanisms that perpetuate disadvantage. Spatial
disparities are also associated with income inequality,
and can lead to higher poverty concentration. In a

world with high and growing levels of urbanization,
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tackling inequality depends largely on what happens in
cities. The urban advantage in terms of innovation and
opportunities for social mobility may not be sustained if
development and urban planning policies neglect equity
concerns.®®

In addition, members of certain social groups suffer
from particular disadvantages. Women and girls often
experience greater disadvantages than men belonging
to the same social group. The gap between indigenous
peoples and members of the general population in

B. Regional drivers of inequality

income poverty, education and health indicators is
large, and has grown over time. Persons with disabilities
continue to suffer from a higher-than-average chance
of falling into poverty. As a result, people in vulnerable
situations experience worse health and education
outcomes, have limited access to the labour market,
and experience poverty at disproportionately high rates.
Inequalities in terms of access and opportunities across
these various dimensions are mutually reinforcing, and
create inequality traps that persist across generations
and drive the poverty cycle.

1. Demographic dynamics

The inequalities facing the Arab region are compounded
by the dynamics of its demographic situation. The
region’s population has more than tripled since 1970,
expanding from 123.5 million to 398.5 million in 2015.
The region’s population is expected to grow further

t0 520.8 million by 2030, and to 676.3 million by 2050.
During the period 1970-2015, the number of older
persons increased almost fourfold, from 7 million to
nearly 27 million. This demographic trend is expected
to continue as the population aged 60 and above is
projected to reach 49.6 million in 2030, and exceed 102
million by 2050.

The Arab region is currently experiencing a historic
demographic change from a society with high fertility
and mortality rates, to one with reduced fertility

and mortality. This important change is leading to a
gradual shift in the population’s age structure towards
a greater proportion of older persons and a smaller
proportion of children and young people, resulting in

population ageing.% This change in population structure
could heighten inequality among different social
groups. The increased number of old men and women
could widen the existing gap between those who have
pensions and those who do not. Since the majority of
those covered by pensions in the region are men, this
will exacerbate gender inequality.

Unprecedented flows of international migration to the
Arab region are also changing population structures.
The region hosts over 40 million migrants and refugees,
and around 17 million internally displaced persons.

At the same time, over 29 million people from Arab
countries are living outside of their countries of origin.*
Such demographic and migration dynamics exacerbate
the challenges of reducing inequalities, and place
enormous pressure on the region’s resources.

Inequality in the Arab region A ticking time bomb
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‘Education is the great engine of personal
development. Improving productivity and
spreading prosperity crucially depends on

enhancing people’s education and skills, by
ensuring access to good schools, quality
education and skills training for all.”

2. Poor education

Equity in education requires that education systems
provide equal learning opportunities to all students. It
does not mean that all students should obtain equal
education outcomes, but rather that differences in

their outcomes are unrelated to their background or to
economic and social circumstances that they cannot
control. Equity in education also demands that students
from different backgrounds are equally likely to earn
desirable post-secondary education credentials, such as
technical certificates and university degrees, which make
it easier for them to succeed in the labour market and to
realize their full potential as members of society.

Inequality in education attainment (number of years of
schooling) remains higher in the Arab region than in any
other region globally, and varies significantly between rich
and poor Arab countries.® Furthermore, the pandemic
severely disrupted education in the region. The majority

of learning institutions were closed for several months,
affecting the education of more than 110 million students.®®
Despite significant efforts by Arab Governments to ensure
education continuity, many students could not access
remote learning programmes. Around 70 per cent of

Nelson Mandela

students cut-off from education were in rural areas and
were falling further behind urban peers, thus increasing
inequalities and disparities in the region.

Inequality of opportunity in accessing education is also
determined by gender and geographical distributions.
Arab girls are three times more likely to be out of
schools than boys.* Moreover, the share of young
women who are not in education, employment or
training is 73 per cent in Yemen, 49.5 per cent in Egypt,
and 32.2 per cent in Jordan.” In Yemen, the probability
of attending secondary school for Yemeni girls from
poor illiterate families living in rural areas is only 4

per cent, compared with 99 per cent for richer girls
living in urban areas. Similarly, young people from

the most advantaged background in Egypt are 97 per
cent likely to attend university, compared with only 9
per cent for young persons from the most vulnerable
background. These data show that the high degree

of inequality of opportunity in education in the region
is largely predetermined by family circumstances,
including parental income, educational attainment, and
community characteristics.
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3. Digital divide

The digital divide plays a role in widening the inequality
gap in the Arab region. During the pandemic lockdowns,
most Arab countries pursued digital solutions, including
virtual schooling, online conferences, remote work,
e-commerce, online public services and telemedicine.
However, these initiatives widened inequality owing to
many people’s limited access to affordable Internet.
Resorting to these digital solutions was further
hampered by low fixed-broadband penetration, which
is 8.8 per cent in the region compared with the world’s
average of 12.1 per cent.%®

The digital divide risks perpetuating existing social,
cultural and economic inequalities. The gender gap in
global Internet use is an example: in two of every three
countries, more men use the Internet than women. Rural
women are at a particular disadvantage, given that they

face more obstacles to accessing training and education
than rural men or women in urban areas.

The digital divide is also evident among countries in

the Arab region. GCC countries mainly face challenges
related to the development of integrated applications
and services that would enable them to henefit from
their well-developed technology infrastructure. In these
countries, innovation ecosystems are advanced, and
several technology incubators have been estahlished.

In contrast, middle-income countries still face issues

in technology infrastructure and the provision of
related services. Least developed and conflict-affected
countries suffer from destroyed or limited-performance
infrastructure.

‘iGlobally, product innovation has resulted in new
technologies in the workplace that favour more
educated workers. In response, employers have
increased demand for more educated workers who
complement the new technology. The result is that the
wages and employment of the more educated has risen

relative to their less-educated counterparts. This bias is
further skewed by process innovations which have led
to increased mechanization, such as those on factory
lines and supermarkets, resulting directly in job losses.”

Faiza Shaheen, 2022

Inequality in the Arab region A ticking time bomb
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4. Weak institutions

Strong institutions are needed to strengthen gainsin

human capital, which can be transferred to employment
opportunities, which in turn leads to poverty reduction. In
contrast, weak institutions can lead to high polarization

of social preference and limited government capacity to
respond to shocks, and can hamper the State’s ahility to
efficiently provide services. Furthermore, weak institutions
may also impede economic growth by undermining investor
confidence, restricting job creation, and eroding public trust
in the State and its institutions.* Weak institutions are often
associated with a governance deficit, stemming from the
insufficient growth of political and institutional systems that
allow for responsive and accountable public governance,
and enable progress towards inclusive sustainable human
development.

Reducing inequalities requires reasserting the role of the
State as the fundamental guarantor of equal economic

and social rights, and implementing economic and social
policies to equitably redistribute resources. This is first

and foremost a political process. At the national level, it
necessitates structural changes and systemic economic,
social, institutional and legal reforms to end all forms of
discrimination. Supportive international structures and global
mechanisms must also be established.

Experience shows that public policies play a key role in
reducing the structural sources of inequality, and in creating
the basis for sustained and equitable economic growth

and social progress. Public investments towards universal
provision of quality education and basic health, in particular,
contribute to the reduction of poverty and inequality. The

Figure 17. Corruption Perception Index in Arab countries, 2021
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experience of countries where inequality has declined
provides valuable lessons on the importance of broad and
coherent economic, social and other sectoral policies, and the
need to forge political consensus on tackling rising inequality.

Breaking the cycle of inequality also requires inclusive
economic, social and political institutions that are responsive
to the needs of people, and that promote their active
participation in decision-making processes. The 2030
Agenda for Sustainable Development emphasizes that

the SDGs and their targets must be met for all segments

5. Corruption and transparency

Corruption, lack of transparency and inequality are mutually
reinforcing. Corruption can increase inequality, especially
with regard to decisions on income distribution, the use of
aid, and public spending on health and education. Inequality
can directly result from corruption, because the resources
and benefits of economic growth may be distributed to
people who are supportive of political elites, often at great
expense to the general public.t” Moreover, inequality helps
foster corruption and facilitates people’s engagement

in corrupt acts, such as bribes. It is estimated that one
standard deviation point increase in corruption can result in
a 7.8 per cent annual reduction of income for the poor.t?

of society, and that special attention should be given to

the needs of people in vulnerable situations, including all
children, young people, persons with disahilities, people
living with HIV/AIDS, older persons, indigenous peoples,
refugees and internally displaced persons, and migrants.® In
addition, the voices and concerns of women and girls must
be reflected across all the SDGs and their targets, as gender
inequalities are often deeply embedded in the fabric of Arab
societies.

The Arab region is struggling to combat corruption, with

an average score of 32 out of 100 in the 2021 Corruption
Perceptions Index,® which ranks countries by their
perceived levels of public sector corruption, as determined
by expert assessments and opinion surveys.

While Qatar and the United Arab Emirates have made
significant strides in combatting corruption, other
countries continue to lag behind with scores as low as
13 in Somalia and the Syrian Arab Republic, 16 in Yemen,
and 17 in Libya (figure 17).

Around 41 per cent of men and 37 per cent
of women in Lebanon think that combatting
corruption is central to enhancing equality in

their country.

ESCWA survey, 2022

Inequality in the Arab region A ticking time bomb
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Many Arab countries have not yet adopted access

to information laws, which are crucial for open
government. There is a need for appropriate
institutional mechanisms to ensure the implementation
and enforcement of information laws. Furthermore,
few Arab countries have developed initiatives to
encourage citizen participation and engagement.
Stakeholder involvement, consultation and
participatory approaches in government policy and
service delivery initiatives are also weak in many Arab
countries.

6. Data deficits

The Arab region lacks reliable data on inequality.
Economic growth numbers are published annually

by Arab Governments, but they do not indicate how
growth is distributed across the population: who
gains and who loses from existing economic and
social policies. Providing such data is critical for public
policy formulation. Beyond income and wealth, such
data are also necessary to improve the collective
capability to measure and monitor other dimensions
of socioeconomic disparities, including gender and
environmental inequalities. The lack of open-access,
transparent and reliable inequality information

across the region is a serious impediment to reducing
inequalities, and results in an underestimation of the
actual level of inequality and its risks to individuals and
societies.

Perspectives on inequality - what it is, how it is evolving,
and how to address it - are polarized. In some cases,
even the data sources and metrics used to support
arguments are contested. There is a lack of consensus
about the extent of inequality, how it is measured, and
what levels of inequality are tolerated. For example, it is
not possible to assess the relationship between income
inequality and mortality in the region, because Arab
countries do not reliably report income inequalities, and
available data exclude the most vulnerable populations

Lack of transparency is another issue affecting inequality.
The absence of public access to quality, regular and
accurate data on the distribution of income and wealth
hinders debate on economic matters and public policies.

Open government is key to achieving transparency

and accountability in the region, and to ensuring the
implementation of the 2030 Agenda. Open government
has a positive potential impact on economic growth.®
Many Arab countries underperform in this area compared
with countries outside the region with similar levels of
economic development.

and are geographically disaggregated. In the absence of
cross-country data, local studies have shown that health
insurance schemes (protecting against life-cycle risks)
favour the urban middle class in many Arah countries.
While the poorest of the poor are frequently covered by
cash transfer schemes and/or other social assistance
approaches, other vulnerable groups like those working
in the informal economy are not covered by any social
protection programme in most Arab countries.®

Moreover, it is difficult to obtain reliable data on
people employed in the informal sector, who are
largely excluded from social protection schemes. In an

“What gets
measured
gets

managed.”

Peter Drucker
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analysis conducted before the 2010 popular uprisings,
the informal sector employed 40-50 per cent of
workers in Algeria, Egypt, Morocco and Tunisia, and
more than 20 per cent of workers in the Syrian Arab
Republic.® Mortality cannot be disaggregated on the
basis of inclusion in social protection, thus it is not
possible to assess the effect of these exclusions on
mortality.

The Arab region has been struggling to produce periodic
income and wealth data that are essential to measuring
inequality. The Inequality Transparency Index that
assesses the availahility and quality of information on
income and wealth in a given country shows that Arab
countries rank low. Three out of the 22 Arab countries
have a score of 0. These countries have not produced
any datain the last 10 years on the following four
dimensions that constitute the Index: income surveys,
income tax data, wealth surveys and wealth tax data.
Seventeen countries have a score ranging between 0.5
and 2.5, which means that they only produced income

survey tabulations (with varying quality and frequency).
Only two countries score 3, indicating more detailed
income data.”

Data on poverty are usually derived from indicators
collected at the household level, which makes it difficult
to measure poverty among certain population groups,
such as women, persons with disabilities and migrants.
Consequently, subsequent social policies based on these
household surveys tend to be gender and disahility
blind, as they do not take the needs of those groups into
consideration.

Data flows to national statistical offices in the region

are not smooth, resulting in gaps and discrepancies

in national data series. Moreover, national statistical
offices do not capture data flows from administrative
sources in all cases. There is therefore a need for more
refined country data, and for studies on trends in income
inequality and wealth inequality across the region.

C. Policies to deliver equality and inclusion: practical roadmap

The present section follows the same method as the

Pathfinders flagship global report.® It identifies possible

policies under the following three categories: policies
that deliver visible impact, policies that promote

solidarity, and policies that secure credibility and
trust. It also indicates potential implementers, and
possible methods of implementation and funding.

Inequality in the Arab region A ticking time bomb
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Recommended
policy

Introduce
a solidarity tax

Enhance public
services

Expand
employment
opportunities

Policy
category

Promote

solidarity.

Deliver
visible
impact.

Deliver
visihle
impact.

Why

The proposed solidarity
wealth tax is aimed at
the wealthier sections
of society to finance
programmes targeting
the most vulnerahble
groups in Arah coun-
tries.

The solidarity tax may
encourage investment
in technology and
innovation in the long
term.

Ensuring efficient
public services

like health clinics,
hospitals, schools,
transport, water, and
sanitation would pro-
vide essential services
for the population, as
well as much-needed
employment.

Employment provides
the best means of
reducing poverty;
however, the market
cannot be relied onin
a passive manner to
create quality sustain-
able jobs.

Who

Governments (ministry
of finance) and
parliament, with
support from
international
organizations and
academia.

The Government's
specialized ministries
and agencies, with the
support of develop-
ment partners.

The Government’s
specialized ministries
and agencies, with the
support of develop-
ment partners.

How

Support from experts.

Ministry of finance can
conduct a feasihility
study.

Ministry of finance can
make policy proposals,
and prepare a related
law for parliament to
endorse.

The legal process.

Depends on country
specificities.

An assessment of
public services and
programmes is needed
to address weak-
nesses and reinforce
strengths.

The Government’s
concerned entities, in
collaboration with the
private sector, need

to embrace innovation
and technological
change, support SME
productivity, enhance
skills, develop and
attract talent, increase
participation in the
labour force, expand
apprenticeship and
traineeship provision,
and facilitate the tran-
sition to a low carbon
economy.

Possible tools and
support

ESCWA and other
specialized agencies
can provide in-kind
technical support for a
feasihility study.

ESCWA can provide in-
kind technical support
to utilize its practical
tools, like the ESCWA
Social Justice Policy Gap
Assessment Tool.

ESCWA can provide in-
kind technical support
to utilize its practical
tools, like the ESCWA
Skills Monitor..
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Recommended
policy

Promote gender
equality and the
empowerment
of women

Implement fair
taxes

Strengthen
social protection
systems

Ensure fair
pay and fair
conditions for
workers

Policy
category

Secure
credibility
and trust.

Deliver
visible
impact.

Deliver
visible
impact/
promote
solidarity.

Deliver
visible
impact.

Why

At the current pace, it
would take 142 years
to reach gender parity
in the Arab region.
Inequality will always
prevail as long as
gender equality is
unattainable.

The introduction of
efficient tax systems
would generate
domestic resources
directed toward job
creation and social
protection targeted
programmes.

Social protection
systems in the Arab
region continue to face
severe shortcomings.
Only 35 per cent of

the Arab population

is covered by at least
one social protection
benefit.

The Arab region
registered the lowest
coverage of
minimum wages
globally. Inequality in
minimum wages is
predominant in the
Arab region, where
informality and
exclusion of vulnerable
groups make
application uneven.

Who

Government concerned
entities and
parliament,

with support from
international
organizations and
academia.

Government concerned
entities (ministry of
finance) and
parliament, with
support from
international
organizations and
academia.

Government, ministry of
social affairs/
development, ministry
of finance and other
concerned public entities,
social insurance
organizations, and
parliament, with
support from
international
organizations and
academia.

Government, ministry
of social affairs/
development and other
concerned public
entities, and
parliament, with
support from
international
organizations and
academia.

How

Improved data
collection, statistics
and analysis on
gender inequality, and
sex-disaggregated
data are essential to
capture the status of
vulnerable women and
girls in the region and
address their needs.

With the support of
experts, the Ministry of
Finance should prepare
a tax law for
parliament to endorse.

Social protection
systems and
programmes in Arah
countries need to he
analysed and assessed.
Corrective measures
need to be applied

to address identified
shortfalls.

Minimum wages must be
linked with other social
and economic policies
aimed at promoting
equality, and social pro-
tection for all (including
informal workers), such
as providing social assis-
tance and implementing
employment policies. To
encourage enforce-
ment, Arab countries
can strengthen labour
inspection services.

Possible tools and
support

In-kind technical

support may be requested
from ESCWA and/or other
international

specialized agencies. ESC-
WA designed the following
data collection tools to
help policy-makers make
well-informed policies:

: Arab SDG Monitor.
+ Cost Calculator for Women

Survivors of Violence.

. Gender Justice and the

Law.

In-kind technical
support may be re-
quested from the Unite
Nations and/or other
international specialized
agencies.

In-kind technical
support may be request-
ed from ESCWA and/or
other international
specialized agencies.
The forthcoming ESCWA
social protection country
profiles aim to help
decision makers enhance
social

protection.

In-kind technical
support may be
requested from ESCWA
and/or other
international specialized
.agencies, like ILO

Inequality in the Arab region A ticking time bomb
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Recommended
policy

Improve educa-
tion quality and
retention rates

Provide more
affordable
housing

Bridge the
digital divide

Promote disabili-
ty inclusion at
work

Policy
category

Deliver
visihle
impact.

Deliver
visible
impact.

Secure
credibility
and trust.

Promote
solidarity.

Why

Inequality in education
attainment (number
of years of schooling)
remains higher in the
Arab region, especially
for young girls, than

in any other region
globally, and varies
significantly between
rich and poor Arab
countries.

The severity of the
affordable social
housing shortage has
prevented access to
first-time homes and
areasonable quality of
living accommodation
for many in the region.

Bridging the digital
divide is essential to
deliver equality and
inclusion in the Arab
region.

Persons with
disahilities have
restricted employment
opportunities in the
Arah region, owing to
prejudice,
discrimination, lack
of education, lack of
transport access, and
weak social exclu-
sion, experience and
confidence.

Who

Ministry of education
and other concerned
public entities, and the
private sector.

Regional and
international
specialized agencies.

Central and local
government entities,
the private sector, and
development partners.

Ministry of
communication and
other concerned

public entities, with the
support of
international
organizations and
academia.

Government concerned
entities, civil society
organizations, the
private sector,
parliament, and
international
organizations.

How

Governments need to
revisit their education
system and
programmes to
guarantee equal
access to good schools,
guality education and
skills training, and

to retain students in
public schools.

Adopt strategies to
address the supply and
demand side of the
housing market, such
as adjusting property
tenures, securing
financing, acquiring
land, and formulating
eligibility criteria.

Expand of digital
access and coverage to
urban and rural areas.

Ensure affordahble
and easy access to
digitization.

An employment
strategy for young
persons with
disabilities should be
developed to:

. Strengthen skills,

capacity and independ-
ence.

: Provide support and

employment channels.

. Make work pay, so that

people with disabilities
know that it pays to
work.

. Promote job retention

and re-entry to work.

! Provide coordinated

and seamless support.

Engage employers.

Possible tools and
support

Specialized United
Nations organizations,
such as UNESCO, and
other development
partners.

International
organizations, such as
ESCWA and UN-Habitat,
are ready to provide
technical support. A
tool like the ESCWA Arah
Population and Housing
Censuses is a good
reference.

International
organizations,
international
cooperation
agreements, and
public-private-
partnerships.

Some tools can help
decision makers in
designing well-informed
strategies, such as the
Persons with Disabilities
Dashhoard.
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Recommended
policy

Build effective
institutions to
achieve social
inclusion

Policy
category

Secure
credibility
and trust.

Why

The Arab region
continues to struggle
with developing
effective, accountable
and transparent
institutions that are
open and accessible.

Who

All public entities,
supported by the
parliament and
Cahinet.

How

This can be achieved hy
expanding civic space;
strengthening
representative insti-
tutions;

removing limitations on
civil society, including
freedom of assembly
and resource
mobilization; and
lifting constraints

on the participation
and representation of
young people, women
and social groups

in political and civic
processes, especially
at the local level.

Possible tools and
support

Whole-of-government
approach supported
by international and

regional organizations.

Inequality in the Arab region A ticking time bomb
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Listening to
people’s concerns




Key messages

People in the Arab region are optimistic about
the future of social and economic equality in their
countries.

Around 60 per cent of people in Kuwait and 55 per
cent in Oman think that current levels of social and
economic equality are high; and 55 per cent and 50
per cent, respectively, think social and economic
equality levels will be high in five years. In contrast,
only 2 per cent of people in Lebanon think that
social and economic equality currently exist, and

6 per cent think there will be more social and
economic equality in five years.

Job opportunities for young people are the
preferred option to improve social and economic
equality in Egypt, Iraq, Jordan, Kuwait, Mauritania,
Morocco, Oman, the Sudan and Tunisia.

Unlike other countries, Lebanese people think
that the best way to reduce social and economic
inequality is by combatting corruption.

In people’s opinion, top government actions to
improve employment opportunities in the region are
the creation of more jobs in the private sector, and
the provision of more funding for micro and small
enterprises.

Inequality in the Arab region A ticking time bomb
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Listening to

people’s concerns

‘“‘There is no greater wealth than wisdom, no greater poverty
than ignorance, no greater heritage than culture and no

greater support than consultation.”

Ali Ibn AbiTalib

A. Methodology of the public opinion survey on social and economic

equality in the Arab region

To understand the views of people in Arab countries,
their concerns about inequality, and their policy
priorities, ESCWA commissioned a public opinion
survey to further understand perceptions of

social and economic equality, in general, and youth
employment, in particular, in the Arab region.

A representative sample of 10,000 adult respondents
across 10 Arab countries (Egypt, Irag, Jordan, Kuwait,
Lebanon, Mauritania, Morocco, Oman, the Sudan

and Tunisia) were polled by IPS0S, a leading global
market research organization, in March and April
2022. 0f the 10,000 persons polled, 54 per cent were

male and 46 were female. Around 20 per cent were
aged 18-24, 18 per cent were aged 25-30, 34 per cent
were aged 31-45, and 28 per cent were aged 46 and
above.
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Box 2.Voice of the people

Public opinion surveys are defined as vox populi — the voice of the
people.

“The people want...” first emerged as a slogan in Tunisia in December
2010. It echoes two famous lines by Tunisian poet Abul-Qacem al
Shebbi (1934-1909), included in the country’s national anthem:

- If the people want life some day, fate will surely grant their wish.
- Their shackles will surely be shattered and their night surely
vanish.

Source: Gilbert Achar, The People Want: A Radical Exploration of the Arah Uprising, 2013, p. 13.

B. Results of the opinion poll on social and economic equality

1. People’s perceptions of current social and economic equality in the Arab region

At the regional level, 52 per cent of those polled inequality. Iragi respondents were the second least
felt that there was social and economic equality in optimistic, with 49 per cent saying that there was full
the Arah region: 22 per cent felt that there was full inequality in their country. In contrast, people in Kuwait
equality, and 30 per cent felt that there was some were the most optimistic, with 60 per cent saying
equality. In contrast, 46 per cent felt there was that there was full equality in their country. Omani
inequality: 19 per cent felt there was some inequality, respondents were the second most optimistic, with
and 27 per cent felt that there was full inequality. 55 per cent saying that there was full equality in their
country (table 1).

At the national level, Lebanese respondents were the
least optimistic when rating social equality in their
country, with 67 per cent saying that there was full

Inequality in the Arab region A ticking time bomb
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Table 1. Current perceptions of social and economic equality at the national level

Q1. How would you rate social and economic equality in your country?

Lebanese people are the least optimistic when rating social and economic equality in their country while Kuwaitis are the most optimistic.

Egypt Irag Jordan  Kuwait Lebanon Mauritania Morocco Oman  Sudan  Tunisia
SE€ECZIO0O0PECO™
yukal dll

There is full social and economic equality 28% 6% 16% 60% 2% 17% 4% 5% 14% 1%  22%
There is some social and economic equality 39% 24% 46% 18% 13% 36% 40% 32% 29% 20% 30%
There are some social and economic inequality 7% 20% 19% 8% 18% 26% 26% 7% 30% 18% 19%
There is full social and economic inequality 1B% 49% 18% 0% 67/% 19% 9% 4% 26% 56% 27%
| don’t know 1% 1% 1% 14% 0% 2% 1% 2% 1% 2% 2%

2. Arab people’s perceptions of social and
economic equality in the next five years

At the regional level, 47 per cent of respondents said that
there would be more social and economic equality in the
region in the next five years: 26 per cent felt that there would
be alot more equality, and 21 per cent felt that there would

be some more equality. Around 19 per cent of those polled felt
that there would be the same level of social and economic
equality in the next five years, and 27 per cent said that there
would be less or a lot less equality.

At the national level, Kuwaiti respondents were again the most
optimistic with regard to social and economic equality in the
next five years, with 55 per cent expecting that there would
be alot more social and economic equality. Omani respondents
were the second most optimistic, with 50 per cent expecting
alot more social and economic equality. In contrast, Lebanese
respondents were again the most pessimistic, with only 6

per cent expecting a lot more social and economic equality in
the next five years. Iragi respondents were the second most
pessimistic, with 17 per cent expecting a lot more social and
economic equality (table 2).

Overall, Arab people
are optimistic and
believe that the status
of social and economic
equality in the region
will improve in the next
five years.

Results of the survey
show that when there is
a certain level of social
and economic equality,
such as in Kuwait and
Oman, people are more
optimistic and believe
that the future will be
better.
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Table 2. Perceptions of social and economic equality at the national level in the next five years

Q2. How do you see the social and economic equality situation in your country in five years?

Egypt Irag Jordan  Kuwait Lebanon Mauritania Morocco Oman Sudan  Tunisia
€C§ N XX =ole
sual dll

Alot more social and economic equality 29% 17% 20% 55% 20% 23% H50% 18% 18% 26%
Some more social and economic equality 28% 14% 1% 12% 19% 28% 29% 15% 19% 28% 21%
The same level of social and economic 2% 19% 2% 13% 6%  28% 15% 19% 2% 1% 19%
equality or inequality
Some more social and economic inequality 0% 16% 19% 0% 13% 13% 12% 6% 19% 9% 1%
A lot more social and economic inequality 9% 26% 22% = 40% 7% 1% 3% 21% 22% 16%
| don’t know 2% 8% 2% 20% 6% 4% 10% 7% 2% 6% 7%

3. Arab people’s perceptions of priority policies that Governments should adopt to improve social and
economic equality

Respondents were presented with the following 11
options:

t{As a young woman
_ _ struggling to find a
-==-= Combatting corruption jOb and struggling to
provide for my family,
o . | would say job
-==-= Financial support for low-income households opportunities for young
===z ocational training and education that are better people must be a

tuned to labour market needs priority.”

-=--= Job opportunities for young people

-=--= Increased wages for workers

-=--= Decent and affordahle housing for all

Tunisia, female, aged 18-24

-=--= Enhancing gender equality

-==-= Enhancing the rule of law

-==-= A fairer tax system With the exception of Lebanon, 9 of the 10 countries
polled believe that job opportunities for young people
) was the most important policy option to enhance
policy equality. Jordan and Iraq had the highest percentage
----- Making Internet access more widely available of respondents who ranked creating job opportunities

-=--= Increasing citizen engagement in government

Inequality in the Arab region A ticking time bomb
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as the preferred option (72 per cent and 65 per cent,
respectively). Significantly, unlike the other countries,
people in Lebanon said that the best way to improve
social and economic equality was by combatting

corruption (table 3).

The following five policy priorities received the most

support among respondents to improve social and

economic equality:

-=--= Job opportunities for young people (56 per cent)

-=--= Combatting corruption (39 per cent)

-=--= Increased wages for workers (36 per cent)

-=--= Financial support for low-income households

(27 per cent)

-=--= Vocational training and education that are better

tuned to labour market needs (23 per cent)

All these topics are
important, but the
precarious situation of

low-income families

must come first.”

Tunisia, female, age 20, student

Table 3. Government actions to improve social and economic equality at the national level

Q3. Which of the following do you think should be the main priorities area(s) for your government to
improve social and economic equality?

Unlike other countries, the Lebanese think that the best way to improve social and economic equality is through combatting corruption.

Egypt  Irag  Jordan Kuwait Lebanon Mauritania Morocco Oman  Sudan Tunisia
<cSE€ECZTOOPCO™
Joh opportunities for young people 51% 65% 72% 53% 58% 40% 56% 57% 52% 58% 56%
Combating corruption 32% 42% 4% 29% 65% 39% 36% 24% 42% 43% 39%
Increased wages for workers 40% 17% 65% 33% 40% 34% 44% 27% 34% 26% 36%
Financial support for low-income households 30% 24% 39% 18% 28% 27% 32% 19% 27% 28% 27%
pocational raining and educationthatare etter g0, g 1%  44% 8%  23% 29% o4% 20 30% 23%
Decent and affordable housing for all 2% 17% 14% 17% 13% 23% 28% 10% 1% 17% 17%
Enhancing gender equality 6% 8% 1% 7% 12% 1B% 7% 1% 1% 9% 13%
Enhancing the rule of law 9% 14% 7% 13% 20% @ 24% 8% 6% 13% 10% 12%
A fairer tax system 8% 3% 7% 4% 1% 13% 6% 5% 9% 21% 9%
Increasing citizen engagement in government policy 8% 2% 5% 16% 9% 15% 5% 7% 1% 5% 8%
Making internet access more widely available 10% 1% 4% 6% 3% 12% 5% 7% 7% 4% 6%
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Table 4. Perceptions of decent job opportunities with the next five years at the national level

Q4. Do you think there will be more decent and productive jobs within the next five years?

Egypt Iraq

Jordan  Kuwait Lebanon Mauritania Morocco Oman  Sudan  Tunisia

<<SE€ECzZO00HMCO"

46% 54% 32% 42% 65% 85% 56% 54% 55%

23% 60% 1% 20% 9% 39% 3%% 33%

16% 3% 39% 9% 3% 3% 4% 8%

Yes 70%  44%
No 26%  47%
Maybe 2% 4%
| don't know 2% 5%

7% 5% 4% 6% 3% 2% 3% 4%

4. Arab people’s perceptions of decent and productive jobs within the next five years

When asked whether there would be more decent
and productive jobs in the next five years, Omani
respondents were the most optimistic at 85 per
cent. Egyptian respondents were the second most
optimistic at 70 per cent. Lebanese respondents

were again the most pessimistic, with 60 per cent
saying that there would not be more decent and
productive jobs in the next five years. Jordanian
respondents were the second most pessimistic at 51
per cent (table 4].

5. People’s perceptions of what Arab Governments should do to enhance employment opportunities?

Respondents were presented with the following eight
options:
-=--= Create more jobs in the private sector
-=-== Provide more funding for small and micro
enterprises
-=-- Reform the education system to meet market
demands
---= Reform laws that govern the establishment of
private businesses
-=--= Engage more women in the labour market
-=--= Reform the taxation system
==-= Engage persons with disabilities in the labour
market
-=-- Reform the private business ecosystem

The following five policy priorities to enhance
employment opportunities received the most support
among respondents across the 10 countries:

----= Create more jobs in the private sector (47 per cent)

-==-= Provide more funding for small and micro
enterprises (46 per cent)

-=--= Reform the education system to meet market
demands (39 per cent)

-=--= Reform laws that govern the establishment of
private businesses (23 per cent)

-=--= Engage more women in the labour market
(22 per cent)

Inequality in the Arab region A ticking time bomb
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The creation of more jobs in the private sector was Out of the five top policy options, engaging more

the most popular action to improve employment women in the labour market was the least attractive
opportunities in Jordan (62 per cent) and in Iraq (61 per approach to improving employment opportunities.
cent). Respondents in the following countries showed the  Thjs gption received the most support in Lebanon at

least support for creating more jobs in the private sector: 31 5er gent, Morocco at 28 per cent, Mauritania at 27
Tunisia at 37 per cent, Mauritania at 38 per cent, and

Kuwait and Egypt both at 41per cent.

per cent, and Kuwait at 25 per cent. It was seen as the
least attractive option in Iraq at 13 per cent, followed by

The option of providing more funding for small and micro Oman at 15 per cent and the Sudan at 19 per cent.

enterprises to improve employment was most popular
in Jordan at 54 per cent, followed by Mauritania at 52 per
cent, the Sudan at 50 per cent, and Kuwait at 49 per cent.

Reforming the taxation system received the most

support in Jordan at 36 per cent, followed by

Mauritania, the Sudan and Tunisia at 28 per cent each,

Reforming the education system to meet market and Morocco at 27 per cent.

demands was most popular in Morocco at 55 per cent. It

was the least popular option in Iraq at 24 per cent, and in Engaging persons with disabilities in the labour market

Oman at 28 per cent. received the most support in Lebanon at 35 per cent,
followed by Morocco at 27 per cent.

Reforming laws that govern the estahlishment of private

businesses was the most popular approach in Kuwait at 47  Reforming the private business ecosystem received

per cent, followed by Mauritania at 32 per cent. the most support in Kuwait at 38 per cent.

Table 5. Perceptions of government action to improve employment opportunities at the national level

05. What do you think the government should do to enhance employment opportunities?

Egypt  Irag  Jordan Kuwait Lebanon Mauritania Morocco Oman  Sudan Tunisia
SZECIO0O0EO™
Create more jobs in the private sector N% 61% 62% 41% 54% 38% 44% 50% 45% 37% 47%
Z;‘;‘éir‘;fi’:e"sref“”di”gf‘“ma" and micro 43% 3% 54% 49% 47% 5%  43% 4% 50% 46%  46%

Reform the education system to meet the market 38% 2% 43% 47%  36% 38% 55% 28% 38% 46%  39%

demands

neform as that govern setting up private 19% 13% 26% 47% 21% 32% 4% 16% 18% 24%  23%
Engage more women in the labour market 22% 13% 22% 25% 31% 27% 28% 15% 19% 21% 22%
Reform the taxation system 22% 7% 36% 3% 23% 28% 27% 12% 28% 28% 21%
Engage persons with disabilities in the labour market  20% 9% 21% 18% 35% 23% 27% 10% 20% 16% 20%
Reform the private business ecosystem B% 7% 1% 38% 14% 21% 10% 1% 13% 14% 15%
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C. Perspectives by country

1. Egypt

In Egypt, respondents had an optimistic perspective,
with 28 per cent saying that they currently had full
equality, and 39 per cent felt that they had some
equality. Regarding equality in the next five years, 29 per
cent were expecting a lot more equality, and 28 per cent
were expecting some more equality.

2. Irag

Iragi respondents had a pessimistic perspective, with only
6 per cent saying that they currently had full equality, and
24 per cent saying that they had some equality. Regarding
perceptions of equality in the next five years, 17 per cent
were expecting a lot more equality, and 14 per cent were
expecting some more equality.

3. Jordan

In Jordan, 16 per cent of respondents felt that they
currently had full equality, and 46 per cent felt that
they had some equality. Regarding perceptions of
equality in the next five years, 20 per cent were
expecting a lot more equality, and 15 per cent were
expecting some more equality.

4. Kuwait

Kuwait respondents had an optimistic perspective,
with 60 per cent saying that they currently had full
equality, and 18 per cent feeling that they had some
equality. Regarding perceptions of equality in the

Job opportunities for young people were seen by 51 per
cent of Egyptian respondents as the most important
way to improve social and economic equality, while

70 per cent said that there would be more decent and
productive jobs in the next five years. Providing more
funding for small and micro enterprises was considered
the best method to enhance employment opportunities
by 43 per cent of Egyptian respondents.

Job opportunities for young people were seen by 65 per
cent of Iragi respondents as the most important way to
improve equality. However, only 44 per cent believed that
there would be more decent and productive jobs within the
next five years. Creating more jobs in the private sector
was considered the best method to enhance employment
opportunities by 61per cent of Iragi respondents.

Job opportunities for young people were seen by 72 per
cent of Jordanian respondents as the most important way
toimprove equality. However, only 46 per cent of said that
there would be more decent and productive jobs within the
next five years. Creating more jobs in the private sector
was considered the best method to enhance employment
opportunities by 62 per cent of Jordanian respondents.

next five years, 55 per cent were expecting a lot more
equality, and 12 per cent were expecting some more
equality.

Inequality in the Arab region A ticking time bomb
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Job opportunities for young people were seen by 53

per cent of Kuwaiti respondents as the most important
way to improve equality, and 54 per cent said that there
would be more decent and productive jobs within the

Lebanese respondents had an extremely pessimistic
perspective, with only 2 per cent saying that they
currently had full equality, and 13 per cent feeling that
they had some equality. Regarding perceptions of
equality in the next five years, 6 per cent were expecting
a lot more equality, and 19 per cent were expecting some
more equality.

In Mauritania, 17 per cent of respondents felt that they
currently had full equality, and 36 per cent felt that they
had some equality. Regarding perceptions of equality

in the next five years, 20 per cent were expecting a lot
more equality, and 28 per cent were expecting some
more equality.

In Morocco, 14 per cent of respondents felt that they
currently had full equality, and 40 per cent felt that they
had some equality. Regarding perceptions of equality

in the next five years, 23 per cent were expecting a lot
more equality, and 29 per cent were expecting some
more equality.

In Oman, 55 per cent of respondents said that they
currently had full equality, and 32 per cent felt that they
had some equality. Regarding perceptions of equality

54

next five years. Providing more funding for small and
micro enterprises was considered the best method to
enhance employment opportunities by 49 per cent of
Kuwaiti respondents.

Unlike other countries, most Lebanese respondents (65
per cent) said that the best way to improve equality was
by combatting corruption. Only 32 per cent believed that
there would be more decent and productive jobs within the
next five years. Creating more jobs in the private sector
was considered the best method to enhance employment
opportunities by 54 per cent of Lebanese respondents.

Job opportunities for young people were seen by 40 per cent
of Mauritanian respondents as the most important way to
improve equality, and 42 per cent said that there would be
more decent and productive johs within the next five years.
Providing more funding for small and micro enterprises

was considered the best method to enhance employment
opportunities by 52 per cent of Mauritanian respondents.

Joh opportunities for young people were seen by 56 per cent
of Moroccan respondents as the most important way to
improve equality, and 65 per cent said that there would be
more decent and productive jobs within the next five years.
Reforming the education system to meet market demands
was considered the best method to enhance employment
opportunities by 55 per cent of Moroccan respondents.

in the next five years, 50 per cent were expecting a lot
more equality, and 15 per cent were expecting some more
equality.



Job opportunities for young people were seen by 57
per cent of Omani respondents as the most important
way to improve equality, and 85 per cent said that
there would be more decent and productive jobs

In the Sudan, 14 per cent of respondents said that they
currently had full equality, and 29 per cent felt that they
had some equality. Regarding perceptions of equality

in the next five years, 18 per cent were expecting a lot
more equality, and 19 per cent were expecting some more
equality.

In Tunisia, 4 per cent of respondents said that they
currently had full equality, and 20 per cent felt that they
had some equality. Regarding perceptions of equality

in the next five years, 18 per cent were expecting a lot
more equality, and 28 per cent were expecting some
more equality.

Job opportunities for young people were seen by 58 per
cent of Tunisian respondents as the most important

within the next five years. Creating more jobs in the
private sector was considered the best method to
enhance employment opportunities by 50 per cent of
Omanirespondents.

Job opportunities for young people were seen by 52 per cent
of Sudanese respondents as the most important way to
improve equality, and 56 per cent said that there would be
more decent and productive jobs within the next five years.
Providing more funding for small and micro enterprises

was considered the best method to enhance employment
opportunities by 50 per cent of Sudanese respondents.

way to improve equality, and 54 per cent said that there
would be more decent and productive jobs within the
next five years. Reforming the education system to meet
market demands was considered the best method to
enhance employment opportunities by 46 per cent of
Tunisian respondents.
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Young people:
unutilized resources




Key messages

Youth unemployment in the Arab region has been
the highest worldwide for the past 25 years. Itis 3.8
o times higher than of adult workers.

Youth unemployment in the region is 26 per cent
f{ compared with a global average of 12.8 per cent.

About 85 per cent of working young people in the
region are in the informal sector.

Youth unemployment leads to scarring throughout
the life cycle of young people, in the form of
social exclusion, poverty, income inequality,
marginalization, exploitation, discouragement,
political instability, social unrest and violence.

Inequality in employment is seen across
generations. Persistent youth unemployment in the

wen
. e

v region indicates that young people face unique
- barriers over and above those faced by other
l workers.

Young workers suffer high poverty rates. Globally,
12.8 per cent of employed young people lived in
8.0 extremely poor households in 2019, compared with
Y 13.3 per cent in the Arab region.

The number of unemployed persons in the region
is expected to rise from 14.3 million in 2019 to 17.2
million in 2030, even without taking into account
the impact of the COVID-19 pandemic and the
substitution effect of automation.

[+

Up until 2019, prior to the pandemic, it was
estimated that the region needed around 33 million
jobs to ensure an unemployment rate of 5 per cent

. by 2030.

One in two young women in the region is estimated
to not be in employment, education or training,
compared with one in five young men.

\/ )
o) (R

The best way to translate economic growth into
reduced inequality is by creating decent employment
opportunities that reduce poverty and narrow the

‘ income gap between high and low earners.




Young people:
unutilized resources

A. Overview of youth
unemployment

“The future promise
of any nation can be
directly measured
by the present

Youth unemployment (people aged 15-24) is the most
significant socioeconomic challenge facing the Arab
region. Youth unemployment in the region has been the
highest worldwide for the past 25 years, estimated at

26 per cent compared with a global average of 12.8 per
cent. Youth unemployment in the region is 3.8 times
higher than total unemployment. Moreover, an estimated
85 per cent of working young people are in the informal
sector.% The Arab region is also characterized by the

prospects of its
youth.”

JohnF.
Kennedy

56 per cent of people in the Arab region
(54 per cent males and 58 per cent females)
believe that creating job opportunities for

young people is the most important policy to
reduce social and economic inequality in the
Arab region.

ESCWA survey




The energy, skills, and aspirations of young
people are invaluable assets that Arab
societies cannot afford to waste. With a
significant proportion of young people
across the region suffering prolonged

unemployment, the potential negative long-
term scars to their careers, earnings, health,
and wellbeing are profound.

The economic and social costs associated
with youth unemployment, including greater

income inequality, are high.

largest gender gaps in labour force participation and
employment worldwide. Within the 15-24 age group, the
female labour force is 80 per cent smaller than its male
counterpart.

Unemployment, which until the 1980s was confined to
less well-educated segments of the Arab population,
now affects a large share of young educated people
and university graduates. It affects both young people
who did not complete formal education, and those with
secondary and tertiary qualifications, with the potential
to negatively impact yet another generation of young
people across the region.

A large number of unemployed young people adversely
affects a community’s economic growth and
development. It also has serious social repercussions
because unemployed young people feel left behind,
leading to social exclusion, poverty, income inequality,

marginalization, exploitation and discouragement,

as well as potential political instability and social

unrest. Youth unemployment can also lead to violence,
delinquency and other crimes to secure financial
resources and help support family members.”
Furthermore, unemployment can result in “scarring”
throughout the life cycle of young people. Being
unemployed when young can affect people in adulthood,
including through lower pay, continued unemployment,
and fewer opportunities. It may also cause mental
health issues for adults in the 40s and 50s, which in turn
affects their ahility to find or maintain a job.”

Young people looking for jobs face challenges on hoth
the supply and demand sides. On the supply side,

there are demographic pressures, weak education
systems that do not prepare young people for work,
skills mismatch and weak skills, lack of information on
existing job opportunities and career guidance resources

Inequality in the Arab region A ticking time bomb
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for job seekers, and a lack of employment experience.

In addition, there are often mismatches between the
expectations of educated job seekers and the salaries
and benefits of available jobs. Women face all these
supply factors and additional ones related to unpaid care
work and conservative social norms.

On the demand side, companies struggle with limited
access to infrastructure, finance and global markets,
and face regulatory constraints. In the public sector,
relatively high wages, benefits and job security continue
to attract young people, and encourage them to wait for
increasingly scarce positions.

The inability of Arab economies to create enough decent
employment opportunities is poses several challenges.
Owing to limited opportunities in the formal sector, many
young people have sought employment in the informal
sector. This has widened the inequality gap since

informal sector jobs do not provide insurance coverage,
basic entitlements, or social protection coverage.
Moreover, informal jobs typically entails low pay, erratic
hours, uncertain employment status, and hazardous
working conditions.

Young people are likely to be in working poverty. At the
global level, 12.8 per cent of employed youth lived in
extremely poor households in 2019, compared with 13.3
per cent in the Arab region.”? Persistent working poverty
underscores the need for social protection systems that
help shore up income security. Without proper social
security and decent jobs, employment alone is not a
guarantee against poverty.

The COVID-19 pandemic has disproportionately affected
the employment of young people. This has reignited
fears that another “lost generation” of young people
will emerge, who will be denied access to good quality

In 2015, Egypt pursued a strategy to improve
standards of living through a series of economic
reforms. Many of these measures were aimed to
strengthen the investment climate and deliver
better-quality goods and services, by boosting
public infrastructure quality, investment and
tourism. Between 2016 and 2019, these reforms

were successful in driving stronger exports and
attracting additional tourism revenues, and were
associated with a sharp drop in unemployment,
especially among young people. Unemployment in
Egypt among young people dropped gradually from
34.4 per cent in 2015 to 24.3 per cent in 2021.

Source: ILOSTAT
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and sustainable job opportunities as they transition into
the labour market. The youth unemployment rate in the
region during the pre-pandemic period 2015-2020 were
very high, standing at 23 per cent. A notable exception
was Egypt where youth unemployment fell from 34.3
per cent in 2015 to 24.3 per cent in 2021. As a result of
the pandemic, there were significant increases in youth
unemployment reaching nearly 32 per cent in Morocco,

High population growth has resulted in a young age
structure in the Arab region. Those in the 15-24

year age group constitute about 20 per cent of the
population, and those aged 15-29 make up around 30
per cent of the population - or some 110 million people
—inaregion in which 60 per cent of the population
has not yet reached the age of 30.7% During the first
half of this century, a large proportion of the region’s
population will move into their most productive years,
creating an opportunity to realize a demographic
dividend. It would be tragic for the region if the
benefits of this demographic dividend are squandered,
inevitably leading to potential unrest, protests and
increased polarization. However, the youth bulge has

Inequality in female youth unemployment is evident between
Arab countries and within them. On average, women are

2.6 times more likely to be unemployed than men.”® Female
youth unemployment in the region, which is the highest
worldwide, stands at 40 per cent. This is more than double

36.5 per cent in Tunisia, and 55 per cent in Jordan in the
fourth quarter of 2020 (between 3 to 10 percentage
points above pre-crisis levels). In addition, at least 2.4
million jobs were lost in the Arab region in 2020 owing

to the pandemic. The number of unemployed persons is
expected to rise from 14.3 million in 2019 to 17.2 million in
2030, even without taking into account the impact of the
pandemic and the substitution effect of automation.”

so far proven to be a burden rather than a demographic
opportunity.’

The even growing working-age population in Arab region
requires the creation of more jobs. Up until 2019, prior to
the pandemic, it was estimated that the region needed
around 33 million jobs to ensure an unemployment rate
of 5 per cent by 2030. To increase the female labour
force to match participation levels in middle-income
countries, the number of jobs needed could be as high
as 65 million. Many young people dropped out of the
labour force during the pandemic because of a lack of
opportunities, and the pandemic also caused an increase
in youth unemployment.

the unemployment rate of young men (19.8 per cent).” By
comparison, global youth unemployment rates for males
(12.4 per cent) and females (12.8 per cent) differ only
marginally.”® Algeria exhibits the highest disparity among
young men and women, with almost 50 per cent more
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unemployed females. In contrast, Lebanon has 3 per cent
more unemployed young males than females. In many Arab
countries, high unemployment rates for young women

are attributed to issues related to unequal opportunities,
and discriminatory practices that treat men and women
differently. For example, in some Arab countries, business
registrations require the approval of a male family member,
thus restricting women's entrepreneurship opportunities.

While young women have achieved remarkable gainsin
educational attainment over the past five decades, these
have not been translated into real and meaningful increases
in labour force participation. While the literature commonly
emphasizes the positive impact of increased education

on employment opportunities, the Arab region faces a
paradox. Increased education levels are not always positively
correlated with more and better employment opportunities,
especially among women whose educational performance
has significantly improved over the years. The likelihood of

being unemployed is considerably higher among women
with a university education than among those with lower
educational attainments. This paradox is reflected in the fact
that women with no education, on the one hand, and those
with secondary qualifications, on the other, are more likely to
join the labour force compared with women who have higher
education qualifications.

Education may increase a woman’s chance of getting a decent
job but, paradoxically, women with more education find it
more difficult to get a job. However, it is important to note that
this negative correlation between educational attainment

and employment is experienced by both men and womenin
the region. Moreover, there is a persistent gap between yearly
increases in jobs and in graduates. For instance, around 11,000
t0 15,000 new jobs have been generated annually in Lebanon
during the past decade, whereas the annual number of
university graduates far exceeds that, estimated at between
23,000 to 43,000 every year.”

Figure 18. Average youth unemployment in Arab countries by sex, latest available year
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In the Arab region, one in two young women is estimated

to not be in employment, education or training (NEET),
compared with almost one in five young men. Thereis a
gender gap in the NEET rate of 34 percentage points in the
region, almost double that of the global gender gap (17.2
percentage points).2° The fact that young women are twice
as likely as young men to fall into this category, and that
the gender gap is so pronounced in the Arab region, reflect
the deeply-entrenched social and cultural norms that limit
women'’s educations and career goals.

The pandemic accentuated unemployment among women.
Women'’s jobs were particularly hard hit, as they are more
likely to work in the informal economy and service sectors
that were most affected by the lockdowns.

Box 3. Male accountant needed

ESCWA analysis of online job postings found that they
unintentionally avoid gender bias in their demand for skills,
but job advertisements themselves are discriminatory

by explicitly mentioning the needed gender for a set of
skills that can be done by either women or men (box 3).
Furthermore, the majority of female-targeted job openings
are in entry-level positions, and the lowest share of jobs
targeting women are in management and senior-level
positions. In addition, the data reveal that while job postings
in the Arab region are inclusive of and accessible to
persons with disabilities, that does not mean that the jobs
themselves are inclusive and accessible to them.®

Description: Managing all general accounting operations, preparing
reports on the current financial position of the company, analysing
financial data and providing accounting insights, managing and
tracking all financial movements, updating purchase and sales records,
submitting periodic financial reports, and proposing financial solutions

to fix any financial problems.

Educational level: Bachelor's degree

Experience level: 10-4 years’ experience

Although the functions of the job could be done by either amanor a
woman, the announcement exclusively requests a male candidate

Source: ESCWA analysis based on data generated by ESCWA Skills Monitor, 2022..
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Inequality in employment is witnessed across
generations in the region. The youth unemployment
rate in the Arab region is 3.8 times higher than that

Arab Governments have provided free education and
instituted a meritocratic system of selection into
higher levels of schooling, which is the cornerstone
of equality of opportunity policy in many Arahb
countries. However, much remains to be done to
improve the quality of education for both men and
women, especially since the Arab region still lags
behind the world average. An estimated one in every
five children, adolescents and young people in the
region is not enrolled in school. This situation is
more pronounced among girls, which maintains the
education gender gap.

of adult workers, highlighting that young people
face unique barriers over and above those faced by
other workers.

While school and university enrolment rates have
increased, the quality of education has deteriorated
significantly, resulting in high unemployment rates among
young, new college graduates. This unique phenomenon
among those with high levels of educational attainments
is representative of the region. Training systems and
curriculums are not in line with the needs of the labour
market, leading to a significant skill mismatch.

Education itself is an important aspect of inequality

of opportunity. Educational attainment depends
significantly on parents’ backgrounds and on community
characteristics. Since the labour market values higher-




skilled jobs, young people from privileged backgrounds
have better outcomes in their transitions into the

labour market. Research has found that inequality of
opportunities explains a significant part of the inequality

2. Prolonged school-to-work transition

Young people in the region often search for years before
finding work. While data on unemployment duration in the
Arab region are limited, evidence from three countries
where such data is available (Irag, Jordan and Yemen)
indicate that almost half of unemployed Iraqi young
people, a third of unemployed Jordanian young people,
and over a fifth of unemployed Yemeni young people have
been looking for a job for at least one year. These figures
do not include discouraged youth who have given up
actively seeking work.

Delayed transition to working life affects other pathways
to adulthood, including marriage, homeownership, and
civil participation. This delay in making the transition

to adulthood has been termed “waithood”, reflecting a

in educational achievements in most Arab countries.
While the education system in the region has performed
relatively well in expanding opportunities in access to
schools, it has not improved quality.

waste of youthful energy and potential. This “waithood”
experience places young people in a position of prolonged
adolescence, forcing them to remain single for long
periods of time while trying to save money to marry.®

The impact of secondary school dropout on the work
outcomes of young people in 10 developing countries

was analysed, and emphasized the impact of this factor
on youth unemployment. High dropout rates affect work
prospects, exacerbate income inequality, and determine
employment patterns given that the formation of a skilled
workforce is key to economic development and growth.

Figure 19 below shows four groups of Arab young
people disaggregated by employment and education

Figure 19. School to work transitions in available Arab countries

o

Percentage
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[ Studying, not working

I Studying, working

[ Not studying, working

20 21 22 23 24

I Not studying, not working

Source: ESCWA calculations based on data compiled from ILO school-to-work transitions surveys. Data is available for Egypt,

Jordan, Lebanon, the State of Palestine and Tunisia.
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Figure 20. School-to-work transition barriers
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status. While the “studying and not working” group
decreases gradually with age, the share of young

people who are not studying and working increases.
Notably, the share of young people who are neither
studying nor working increases also increases with
age. Young people aged 22-24 who are not working or
studying constitute between 30 and 40 per cent of

the youth population.

For Arab young people, difficulties in managing
the transition from school to work continue to
pose serious barriers. Figure 20 shows three broad
challenges in that regard: skills supply, skills

activation, and skills demand. These three sets

of challenges are related to existing inequalities
among certain groups. For example, cultural and
gender norms affect young women'’s engagement
in the labour force, while language barriers mostly

affect unprivileged youth who could not benefit from

quality education that equip students with sound

language skills. Moreover, the extent to which these

barriers are present and experienced varies widely
between countries, and between urban and rural

areas.




A distinguishing feature of the Arab region’s weak economic
performance is high unemployment rates and a persistent
lack of success in creating enough jobs for young people.
High youth unemployment rates are largely due to a lack of
job opportunities, but also to barriers to entering the labour
market. The low availahility of high-skilled jobs and the low
value placed on skills gained through vocational training are
also significant factors. The reasons for this overall poor
economic performance are a combination of supply-side
factors, such as the region’s demographics; and demand-side
factors, including the inability of the private sector to create
sufficient economic activity to absorb new labour entrants
and an over-reliance on the public sector to generate
required jobs. Moreover, State fragility and conflict have had
devastating effects on the region’s ability to attract foreign
investment, consolidate development gains, and enhance
economic and social prosperity to create employment.

Consequently, youth unemployment in the Arab region
must be examined against a backdrop of overall poor

Figure 21. GDP growth rate by region

employment performance. In the past three decades, the
share of the region’s working-age population has expanded
by 17 per cent, but the employment-to-population ratio
increased hy less than 1per cent, resulting in the lowest
level of employment creation among all regions in the same
period. Furthermore, most employment creation happened
in the informal private sector and the public sector.

There are five broad reasons why the formal private sector in
the Arab region is not creating enough decent and inclusive
jobs. Understanding the following reasons is central to
creating practical solutions to reduce unemployment:

=== Low-productivity economies with wide deficits in
youth participation and gender equality, a large
informal sector, and a limited role of the formal
private sector, particularly in employment creation.

Despite relatively high GDP growth rates
in recent years prior to the pandemic,
opportunities for aggregate productive and
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decent employment fell short. Jobs were
mainly created in informal low value-added
production and the public sector, which also
added to political polarization. Consequently,
aggregate labour productivity and real
wages stagnated or dropped in real terms.

===z The low inclusivity of women in the labour
market. The main difference between
the employment profile of the region and
the rest of the world is an extremely low
women'’s labour force participation rate,
which is caused by weak job creation in
Arab economies, structural constraints,
attitudinal barriers, and gender dynamics that
discriminate against women.

The challenge facing many Arab countries

is not so much a bloated public sector, but
rather the failure of public sector policies

to achieve successful economic structural
transformation and diversification. This failure
pressures many Governments, especially in
oil-rich economies, to create inclusive public
employment opportunities, resulting in limited
jobs in the formal private sector.

---= Conflicts in several Arab countries have
damaged the region’s attraction to foreign

Public employment services connect jobseekers
with employers. In their work at national level, they
prioritize people who are long-term unemployed,
including young people who have never worked,

in addition to people not currently defined as
unemployed, persons with disabilities and home
carers.

Public employment services in the Arab region are
largely underdeveloped, and function in a complex
socioeconomic environment that includes high

investment, thus undermining prospects for
sustainable development.

Ensuring a sustainable creation of new jobs for
young people, thus reducing youth unemployment,
depends on achieving higher economic growth
rates, and on the labour intensity of said growth.
The Arab region’s economic growth rates lag behind
those of sub-Saharan Africa and of East Asia and
the Pacific. The economic recovery that began with
41 per cent growth for the Arab region in 2021is
expected to continue at 3.7 per cent in 2022 and
3.6 per cent in 2023.8* These projections were
made before the greatest cost-of-living crisis in
recent years and the Russian invasion of Ukraine.
However, economic growth does not always result
in less unemployment. For example, in Saudi Arabia,
private sector economic growth does not equate

to anincrease in employment levels, as the vast
majority of private sector jobs are held by expatriate
workers.® In Jordan, by contrast, economic growth
resulted in additional jobs in low-skilled and low-
paying industries, such as the construction and
garment industries.® While jobs may be available in
these low-skilled industries, educated young people
are reluctant to take them, preferring instead to
remain unemployed.

and persistent rates of youth unemployment and
informality. The role of Arab Governments in labour
market intermediation is constrained by several
obstacles, including a lack of funding, and capacity.
Despite the important role of public employment
services in job search and matching processes, less
than 5 per cent in Algeria and 9 per cent in Jordan of
employed young people state that such agencies have
helped them transit into employment. Using public
employment services in looking for a job is common



among female job seekers in Algeria and Jordan, but
much less popular than using informal networks
such as friends and relatives. This highlights another
potential layer of inequality in the region in terms

of the role of connections and informal networks in
awarding employment contracts. Such issues can be
tackled by introducing regulations to curb corruption

and nepotism, and by strengthening competitive
recruitment, meritocracy and transparency in public
institutions. Moreover, policymakers in Arab countries
need to evaluate active labour market policies to
assess their effectiveness and improve the planning
and delivery of employment programmes.
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Key messages

A combination of integrated policies is required to
reduce inequality.

To reduce inequality in employment, it is necessary
to follow a three-pronged approach: promoting
solidarity, delivering visible impact, and securing
credibility and trust.

Itis possible to achieve equality that benefits both
“the haves” and “the have nots”.

A solidarity fund should be established to facilitate
shared responsibility among the rich and the poor.

A new paradigm shift in government policies and
governance is needed to address inequalities in the
region, which includes a combination of integrated
policies and a financing plan for reducing inequality
that takes into account the intersectionality of
inequalities.

Inequality in the Arab region A ticking time bomb
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Practical

policy solutions

t{Overcoming poverty is not a gesture
of charity. It is an act of justice. It is the
protection of a fundamental human right, the

right to dignity and a decent life.”

Nelson Mandela

A. Three-pronged approach to reducing youth unemployment

The present report highlights youth unemployment

as a flagrant type of inequality in the Arab region, and
underscores the limited capacity of national economies
to create enough decent jobs. Such market problems,
combined with the worst cost of living crisis in 25 years
and ongoing conflict stress the importance of reducing
unemployment, which Arab peoples consider be a top
priority for reducing inequality. The seriousness of the
youth unemployment situation in the region requires
the urgent application of a multitude of alternative
innovative approaches, based on the good practices of
other communities, countries and regions. The present
chapter utilizes the practical policy approach set out

in the Pathfinders global report.®’” The policy model has
three levels of actions: promoting solidarity, delivering
visible impact, and securing credibility and trust
(figure 22). International experiences reflected in the
Pathfinders report reveal which practical policies work
and the “how to” of reducing inequality and exclusion.
It also stresses the importance of combination of
integrated policies. Countries that have made progress
on credibility (such as anti-corruption reforms] but
did not deliver visible results, often failed to sustain
momentum. Likewise, countries that delivered visible
results, but did not root them in solidarity-building
change or secure credibility, often faced reversals.
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Figure 22. Policy approach to tackling inequality and exclusion
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Source: Pathfinders, From Rhetoric to Action: Delivering Equality and Inclusion, 2021. p. 10.

The present chapter applies the above model to solutions to help reduce inequality in youth
youth unemployment, and proposes practical unemployment (figure 23).

1. Delivering visible impact

-=--= Provide further support to vocational skills training -=--= Make use of existing and emerging technologies to
to match labour market demands, offer youth boost job creation and develop policies in sectors
labour guarantees, and promote jobs for young that are negatively impacted by advances in
people. technology.

Inequality in the Arab region A ticking time bomb
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Figure 23. Applying the three-pronged policy approach to youth unemployment
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Source: Pathfinders, From Rhetoric to Action: Delivering Equality and Inclusion, 2021. p. 10.

=== Urge education institutions to encourage ==-= Make sure placements and internships include
entrepreneurship by including it in curriculums, high standards of training and supervision, and
and by working with employers to offer offer some form of fair minimal pay to engage

students appropriate coaching and training. young adults.

Ensure that Governments develop national
action plans targeting youth employment,
including comprehensive strategies for
young people who are not in employment,
specifically aimed at creating jobs for

this cohort through the estahlishment === Introduce digital and entrepreneurship

of enterprise incubation programmes, skills to school children to enhance their
online training courses and infrastructure future career opportunities and add value
projects that hire and train young people. for the employer.

Governments should also incentivize
education institutions and business
operators to do the same.

:--z Promote career guidance at schools where
specialist teachers advise students early on in
their schooling to tap into their skills and help
steer them on a successful career path.

= Channel more innovation and brainpower
towards scaling up volunteer initiatives.




---z Ensure equity in access to learning for students
from under-privileged backgrounds by
providing printed assignments to learners

who do not have access to the Internet or
computers, and forge partnerships with post
office services to deliver worksheets to be
completed at home.

2. Securing credibility

-=-== Develop public employment services to
increase support for young people applying
for jobs and making decisions on jobs, and to
give young people a good start in the labour
market.

Promote collaborative coordination between
government ministries, agencies and service
providers in transiting to decent jobs, and
thus reduce school-to-work transition time
intervals.

Ensure more efficient monitoring and
evaluation tools of youth activities and
labour market programmes to ensure

3. Promoting solidarity

-=--= Establish a solidarity fund from outside the
fiscal space to generate more opportunities
for young people.

===z Improve employment prospects of poor and
vulnerable groups, and of poorly integrated
new labour market entrants, by creating
targeted labour market programmes.

===z Strengthen employment prospects

for young people and vulnerable groups
by promoting social protection schemes
and creating targeted labour market
programmes.

Strengthen the education system and
curriculums to guarantee quality basic
educational for all students.

Increase the quantity and quality of digital access
and further reduce costs across the region,
while ensuring gender parity in online access and
mobile use.

effectiveness and reachability to
disadvantaged and marginalized groups.

Develop policies and strategies for open
government to promote open data and
transparency, and to foster citizen
participation and engagement.

Invest in labour market data on young people
to monitor and identify supply and demand
gaps so as to tackle youth job market
challenges. Establishing a youth recovery
barometer for the Arab region could track life
paths and labour market outcomes for young
people between now and 2030.

Support young entrepreneurs by developing
policies that build a culture of entrepreneurship
in higher education and facilitate financing for
entrepreneurship and incubators; and enhance
the startup process of entrepreneurship by
creating a one-stop-shop.

Build a coalition to connect young people with older
generations and the private sector to establish
anintergenerational dialogue and facilitate the
transfer of knowledge and best practices.

-=--z Ensure that youth initiatives reach marginalized

groups through legislation and policies to

Inequality in the Arab region A ticking time bomb
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increase the number of women and persons with
disabhilities across the workforce, and support
their access to training opportunities.

= Revisit national youth strategies and adjust
labour regulations to ensure greater inclusion
and participation, and develop special plans for
marginalized groups.

= Increase the number of women in employment
and in management positions by developing
national policies on women’s economic
participation, introducing flexible work
arrangements, and establishing special quotas
for women in managerial positions.

- Forge partnerships between schools,
Governments and employers to allow schools to
align their curriculums and student skills with
employer needs. Schools need to develop the

B. Practical regional initiatives

skills students need to enter the workforce,
particularly digital literacy skills, this facilitating
the transition from school to the work.

---= Include the voice of young people and
marginalized groups in the design of youth
programmes (community-driven development)
and in decision-making processes on policies
related to their lives, and hold a consultative
process with them on issues related to their lives
and future.

Implementing the above three-pronged model requires
sound partnerships between Government, community
groups, civil society organizations, the private sector,
United Nations organizations, and labour unions.
Creating opportunities for young people depends on
such partnerships. Such opportunities include better
education, internships, mentorships and jobs.

Before proposing practical solutions to translate the
above policies into action, it is necessary to understand
the skills available in the market and the demand for
jobs. To facilitate this, ESCWA has developed the Skills
Monitor, which comprises big data from online job
openings in the Arab region. This is a data-and artificial
intelligence-driven tool, built inhouse for the collection,
processing and analysis of online job openings in the
Arab region.®

The data strengthens analysis of whether the type of
skills and jobs demanded in the region address the needs
of the Fourth Industrial Revolution and the new era of
economic development. The Skills Monitor facilitates
investigation of the types of skills and jobs needed, their

interconnectedness, and opportunities for re-skilling and
upskilling, including skills that are trending.

Analysis by ESCWA shows that business administration
skills are the most demanded hard skills in Arah labour
markets, while communication is the most demanded
soft skill. The analysis finds that women are less likely to
telework than men, and are mainly demanded in entry-
level positions. Unlike global trends, the Arab region is
struggling to attract many jobs that require future work
skills, such as cloud computing, blockchain, machine
learning, and augmented virtual reality. If this trend
persists, the Arab region may once again be missing the
opportunity for a successful structural transformation
by sticking to traditional sectors and subsectors where
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labour substitution may be on the rise, thus resulting in
structural unemployment.® Furthermore, 50 to 85 per
cent of the jobs today’s learners will be doing in 2030
have not yet been created, owing to rapid technological

1. Solidarity fund

Given the limited fiscal space in Arab countries,
governance shortfalls, rising poverty, and the
unprecedented economic and financial disruptions
caused by the COVID-19 pandemic, a solidarity fund
should be established to facilitate shared responsihility
and societal solidarity, especially since no country

can eliminate underlying inequalities on its own.

The proposed solidarity fund should be outside the
public budget and managed by the wealthiest people,
with funds expected to be sourced from lump sum

change and its impact on economic and social life. In
other words, today’s young learners are not getting
equipped with the needed skills to secure jobs in the
future.

contributions, regular contributions, or proceeds of
certain assets.

The solidarity fund would contribute to closing the
poverty gap, as it aims to uplift and create opportunities
for the most marginalized populations, such as the poor,
the displaced and older persons. Rooted in principles of
solidarity, the fund would mitigate human capital flight
and promote domestic job mobhility, thus contributing
to improved shared wellbeing. By empowering the poor,

A triangular partnership approach is a key transformative
policy, including public-affluent-poor (PAP) partnerships
and public-business-citizen (PBC) partnerships. PAPs,
embodied in mechanisms such as the creation of

a societal solidarity fund that targets the poor and
creates opportunities for upward mobility and economic
benefits, entrepreneurial ventures and innovation, can

help assuage growing social tensions between the rich
and poor. PBCs, reflected in mechanisms such as shared
ownerships in privatized and transformed public economic
activities, create economic opportunities for all, and can
help in mitigate the growing economic conflict between
businesses and citizens.

Rola Dashti, Executive Secretary of ESCWA

Inequality in the Arab region A ticking time bomb
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solidarity transfers can help to achieve more political
and economic stability in terms of trade, tourism and
capital inflows, which boost local economic activity and
ease access to new resources.

The solidarity fund should complement government
efforts by effectively identifying beneficiaries to
tackle exclusion, especially social exclusion, based on
transparency and public disclosure to ensure that no
one is left behind. Therefore, the contribution of the
wealthiest individuals aligned with government efforts
based on effective management play an important role
in ensuring the sustainability of the fund.

The solidarity fund could benefit from the rechannelling
of special drawing rights (SDRs) and other financing
instruments tailored to provide funding, active policy
measures, and key performance indicators and

2. Regional coalition

Aimed at strengthening solidarity and providing a
better future for all, the regional coalition will focus on
addressing youth unemployment as a major type of
inequality in the Arab region. It will connect young people
with the private sector to establish an intergenerational
dialogue and facilitate the transfer of knowledge and
best practices. It will also help create opportunities

for young people from all walks of life to join the

labour market, and address prejudicial attitudes in the
labour market, especially towards underrepresented
groups such as women and persons with disabilities.
The coalition should create a platform that provides
exposure for new business partnerships, matches
candidates to jobs more efficiently, forges partnerships
with academic institutions, facilitates social dialogue,
and remedies labour market imbalances, thus closing
the future skills gaps through technical and vocational
education and training (TVET).

monitoring programmes to Arab countries. The funds
governance mechanism should include an advisory
board and a technical steering committee to organize
and govern the fund'’s operations, supported by a
programme management team.

The fund can be used in to promote growth by
encouraging informal businesses to apply to informal
sector social insurance funds, while also contributing
to the formal economy by strengthening the skills

of Arab young people to prepare them for the labour
market, investing in social entrepreneurship SMEs to
accelerate employability and encourage innovation,
allocating funds towards agriculture to assist poor
farmers, investing in digital transformations, and
promoting the development of SMEs towards green
inclusive recovery.

The regional coalition should be a catalyst to bring
together private sector leaders and organizations to
make commitments to reduce inequalities among young
people in the job market through creating learning
opportunities, training, internships, and mentorship
programmes.

Through ESCWA governmental platforms, the coalition
will facilitate dialogue between the private sector and
Governments, especially ministries of labour and social
affairs in the Arab region. It will also facilitate dialogue
between young people seeking jobs and the private
sector, so as to allow for an intergenerational dialogue on
the needs of the job markets, especially the skills needed
in the new future of work.
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C. Financing options

Key gaps in financing continue to undermine the ability
of Governments to create opportunities for young people
and reduce unemployment.

The dominating narrative has been that government
spending cuts are inevitable during recovery and
adjustment periods, especially given the current state
of fiscal imbalances with soaring public debt levels,
limited liquidity, greater trade protectionism, and capital
(both domestic and international private investments)
unaligned with long-term sustainability horizons.

1. Regional financing pathways

---= 1he Arah Financing for Development Framework,
endorsed by ESCWA member States, provides
several pathways to finance national sustainable
development goals and sectoral development
plans. The framework identifies financing
channels and an array of financing solutions that
can be mohilized from public, private, domestic,
international, traditional and innovative sources
to bridge the region’s SDG-financing gap,
estimated at S6 trillion.

= The ESCWA-proposed solidarity fund provides
could create opportunities for vulnerable groups
and ensure upward mobility.?? In addition, the
proposed solidarity wealth tax of up to 3.2 per
cent on the wealth of the region’s top decile
could contribute to closing the poverty gap.*

---= Redirecting 10 per cent of the newly acquired
Arab allocations of SDRs to finance a regional
trust could mohilize $3.7 hillion for the creation
of youth opportunities, especially new jobs. The
trust can be further capitalized if G20 countries
rechannelled unused allocations to meet the
global ambition of directing $100 hillion worth of
SDRs in voluntary contributions.

However, there are alternative financing opportunities
for young people, even in least developed countries.

At the global level, the proposed global fund for social
protection,®® the G20 proposed mechanisms to pool
resources for pandemic prevention and response, and
the ambitions set out in the Global Accelerator® to create
400 million decent jobs in green and care economies, can
provide the funding needed for new youth opportunities.
At the regional and national levels, the following
alternatives can provide pathways to end the pandemic
of inequality.

---= Putting in motion a regional financing
equalization vehicle would mobilize additional
resources by establishing the much needed
Arab social and cohesion fund as one of the
instruments (missing elements) of the Arab
customs union. Moreover, the foreseen collection
and redistribution of common external tariff
revenues and fiscal charges having equivalent
effect among members of the Arab Custom
Union provides another pathway to finance new
opportunities for young people, estimated at
6-8 per cent additional trade tax/tariff revenues
on average from baseline levels over the period
2016-2025.%

:--z Reconsidering the results of the 2015 review
conducted by the Arab Monetary Fund on the
operation of Arab financial institutions, which at
the time concluded that existing Arab financial
institutions and development agencies had
adequately covered the financial needs of
Arab countries. Yet, the cumulative aggregate
assistance provided by Arab development funds
to Arab countries only reached 55 per cent of the
total financing provided to other regions.*
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:--= The following alternatives could be explored as

financing options to provide a variety of revenue-
creating choices to address vital social investment

gaps.

---= Reallocating public spending: reprioritize budget

allocations through medium-term expenditure
strategies and enhancing public financial
management to redirect/generate jobs for young
people by eliminating spending inefficiencies. Egypt
for example, created the Economic Justice Unit to
review its expenditure priorities, and is seeking to
optimize its spending by transitioning to SDG-centric
budgeting and planning.

---= Rationalizing subsidies: Arab countries continue to

spend more on energy subsidies than other regions
worldwide, and account for a quarter of global
energy subsidies.®® According to IMF, each dollar

of government resources removed from energy
subsidies and placed towards productive investment
translates into two dollars of added growth.”

The removal of fuel subsidies could raise GDP hy

2 percentage points and allow for a 40 per cent
increase in social protection spending.®

-=-= Recalibrating expenditure priorities: other developing

countries, such as Costa Rica and Thailand, opted to
shift savings from military spending cuts to finance
universal health coverage. In 2020, the Arab region
suffered an opportunity cost of $80 billion owing

to excessive military spending, which could have
otherwise been directed to finance the creation of
new opportunities and jobs for young people (6 per
cent of the region’s aggregate output is allocated to
military spending, exceeding the region’s financial
and budgetary allocations to health and education).

---= Rationalizing fiscal incentives: Arab countries

tend to provide excessive fiscal incentives and

2. Country experiences and evidence-hased financing alternatives

allowances, including deductibles, exemptions,
exclusions, accelerated capital depreciation,
favourable audit settlements and other credits,

to multinational corporations to attract their FDI.

A cursory quantification by ESCWA indicates that
the costs/revenues foregone to tax incentives
amount on average to nearly 60 per cent of potential
tax revenues for the region, which poses a hefty
opportunity cost to finance growth and youth
employment.

---= Raising domestic public resource mohilization

capacities: prudent public financial management
and effective domestic resource mobhilization
capacity can be bolstered by enhancing tax
progressivity and fairness: shifting broad-based
regressive indirect consumption taxes to other
forms of direct taxation, including corporate and
property taxes, thereby reducing inequality. For
example, raising the tax collection efficiency/
revenue-to-GDP ratio in Arab middle-income
countries to the average level of OECD would
increase public revenues by as much as 45 per cent
in some Arahb countries, which could be directed to
finance youth employment opportunities, noting
that the Arab region’s financing gap associated with
establishing social protection floors represents 45
per cent of tax revenues.®

---= Broadening the tax base through innovative

means: Ghana and Maldives, for example, opted

to enforce new taxes on tourism to expand social
protection. Along the same lines, a 10 per cent levy
oninternational tourist arrivals to the region (116
million tourists generating $135 hillion in 2019)
could have spurred 13.5 hillion in financing. Fiscal
charges on entry visas and on trade consignments
have also been contemplated by the World Trade
Organization to generate resources for developing
countries. Airline solidarity contribution/tax is




considered an innovative attempt to spur financing
(84 million passengers from the region in 2020).
Carbon taxing also provides pathways for additional
financing, totalling 1-2 per cent of GDP for a S35

per ton tax. Bolivia, for example, imposed a Direct
Hydrocarbons Tax that increased the State’s stake
in the commercial value of production to 50 per
cent, enahling the country to embark on an unique
redistributive role of the State by financing the
country'’s cash transfer programmes and non-
contributory pension system.®

:--= Reallocating corporate responsihility and combating

corporate profit shifting: the global corporate
reforms to be enacted in 2023 along with the
reallocation of new taxing rights to Arab countries,
including the enforcement of the proposed global
minimum effective corporate tax rate of 15 per
cent on in-scope multinational corporations, could
provide opportunities to combat profit shifting and
finance youth employment opportunities through
an estimated $9 billion in annual revenues. The new
“subject to tax rule” under pillar two of the Inclusive
Framework could generate additional public
revenues for the Arab region by taxing repatriated
foreign passive income (up to 9 per cent), but
requires a thorough review of tens of Arab bilateral
tax treaties.

---= Ending public revenue leakages: enhancing

tax compliance and collection efficiency and
reducing tax arbitrage, including the elimination

of asymmetric treatment of capital gains, can
create more fiscal space for social protection. The
Arab region is losing an estimated $8.6 billion in tax
revenue leakages owing to corporate tax abuse.
Eliminating tax leakages would provide new sources
of funding.

---= Raising solidarity contributions and other public

revenues: according to IMF, a solidarity tax could
help finance recovery through surtaxes on personal

incomes and on excess corporate profits.®' A
one-off non-distortionary levy on wealth is unlikely
to be achievable in practice, given the difficulties

of estimating and collecting such a levy. More
important would be to define the scope and the
deadweight costs of collecting a solidarity levy/tax,
and whether it would apply to high-income brackets
or as a new tax base, which could be socially/
politically unsustainable. Reviewing economic

rents and profit sharing agreements can provide
alternative public revenues for finance. For example,
Bolivia and Zambia are financing universal pensions
from mining and gas taxes.

== Eliminating illicit financial flows and redirecting the

gains to universal social protection: the Global
Partnership for Sustainable Development seeks

to clamp down on all forms of illicit financial flows
(IFFs) and redirect the proceeds of crime, corruption,
money laundering, trade misinvoicing, tax evasion/
avoidance and other financial crimes to create
fiscal space to support the implementation of the
SDGs. IFFs associated with trade misinvoicing in the
Arab region account for $77.5 hillion in lost annual
public revenues, or several multiples of what the
region receives annually in ODA, which represents

a hefty opportunity cost that could have otherwise
generated enough financing for new jobs.'®?

=--= Improving State reserves: this involves drawing on

State revenues stored in special purpose vehicles
(SPV), including sovereign wealth funds, such as

in the case of Chile and Norway. The Arab region
maintains surplus reserves that cover more than 20
months of import, which is eight times higher than
the international benchmark, and nearly double the
average reserves maintained by high-income and
middle-income economies. Kuwait, Saudi Arabia
and the United Arab Emirates maintain three of

the world’s top 10 sovereign wealth funds, with an
aggregate capitalization of almost $2 trillionin2020.™
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= Considering social impact bonds and debt

restructuring: social impact bonds (SIBs) are a kind
of debt-based, public-private-partnership, in which
investors put funds upfront into a programme and
get paid when results are achieved within a pre-
determined period of time. The majority of SIBs
worldwide are focused on employment (26 SIBs),
child welfare (eight SIBs) and education and health
(six SIBs). The global value of sustainahility-themed
investment products amounted to $3.2 trillion in
2020, including social bonds worth $212 billion, and
mixed-sustainahility bonds worth $218 billion, which
are mostly channelled to developed countries.

---= Implementing debt service suspension, debt relief

and restructuring: an increasingly common strategy
to alleviate countries’ fiscal pressures, especially
those suffering from exorbitant sovereign debt
levels, including debt swaps/conversions for social
purposes as in Ecuador. However, the G20 debt
service suspension initiative needs to be rolled
beyond 2021, and should be broadened to capture
debt vulnerabhilities of middle-income countries.

In addition, the G20 Common Framework for Debt
Treatment should be reviewed, as only three
countries (Chad, Ethiopia and Zambia) have applied
for debt relief under it, although 60 per cent of
low-income countries are at high risk of —or are
already in - debt distress.”™ Public debt in the Arab
region reached a historic high of $1.4 trillion following
the COVID-19 outhreak, and Arab middle-income
economies hold close to half of the region’s public
debt stocks, where debt servicing consumes more

than $20 hillion, which could have been directed to
other usages, including closing the financing gap in
employment.

= Reducing remittance transfer costs: remittances

from migrants constitute a vital source of finance
for more than 26 million households in the Arab
region. Remittance flows exceed the aggregate
financing that the Arab region receives from both
FDIand ODA flows combined. However, transfer
costs in the region remain higher than the global
average. Reducing remittance costs in line with SDG
10.c could have generated on average S$2.6 hillion
per annum in additional remittances for migrant
families to help them cover their food, health and
education expenditures. Moreover, had these costs
been reduced, as called for in the Addis Ababa Action
Agenda and SDG 10, the Arab region could have
mobilized S$26 hillion between 2011and 2020 and
channelled them through national funds/trusts to
support new youth opportunities.

= Fulfilling unmet ODA commitments: had the

Development Assistance Committee delivered on
the promise of committing 0.7 per cent of GNI as
ODA, the Global South and developing world would
have witnessed a 2.5 increase in their ODA. Based

on historic averages, the Arab region could have
witnessed a rise in its ODA allocations to $428 hillion,
subject to increasing absorption capacity, applying
aid effectiveness principles, and ensuring that 0DA
allocations are made and dishursed as committed.

D. Government as a catalyst for equality

change if they are to govern effectively, overcome

the challenges of inequality, and meet the reasonable
expectations of citizens. Effective Government and
accurate data are essential to reducing inequalities and
enabling progress.

Toimplement the above policies, the State needs to
efficiently manage its institutions, and produce good
quality data that are essential to achieving economic
and social progress and delivering equality. Countries
everywhere must respond to constant and accelerating




The Arab region continues to struggle with outdated
bureaucratic structures and widespread corruption, which
hinder institutional effectiveness and erode accountability.™®
Public institutions play a central role in economic and

social development, because they shape the incentives of
key economic actors in society, influence investments in
physical and human capital and technology, and impact the
organization of production. Weak institutions are often the
main reason why countries fail.

Governments and State institutions must implement
measures to achieve full economic and social potential. In
addition to dealing with economic and societal problems
such as youth unemployment, the climate crisis, welfare

gaps and social instability, Governments now face
challenges caused hy the rising cost of everyday essentials.

The pandemic highlighted the role of digital government,
aimed at accelerating digital transformation to help
countries recover, based on an overarching digital and

green transformation strategy. Governments globally are
embracing the use of data to deliver agile and better services,
run internal operations and create informed policies, while
leveraging technology to keep citizens connected and
engaged, and addressing their needs directly.

These government-based reform must go hand-in-hand
with improving transparent and accountable collection,

Toreduce inequalities, it is essential to
reassert the role of government as the
overall guarantor of equal economic and social

rights, and implement economic and social
policies to equitably redistribute resources.

analysis and timely availahility of public statistics and
data. Data need to be disaggregated by gender, age,
location, ethnicity, religion, disability and migratory
status, through enhanced systems of vital registration,
including for non-nationals. Such data systems need to be
supported by statistical literacy programmes to spur data
usage and evidence-based decision-making, by engaging
stakeholders in monitoring and evaluating policies and
advancing intersectoral analysis. This will equip planners
and policymakers with the necessary means to plan and
forge policies in a holistic, systemic and evidence-based
manner.

A new social contract is needed to address inequalities in
the region: one that includes a comhination of integrated
policies, and a financing plan for reducing inequality that
considers the intersectionality of inequalities. A renewed
social contract built on trust and a perception of fairness
between the Government and citizens is vital to encourage
citizens to commit to it. The new social contract must
have practical short-medium and long-term actions

that take into account the impact of new technologies,
climate change and other risks. It should be developed
based on participation and consultation with all national
stakeholders, including the business sector, civil society and
citizens themselves.
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Conclusion




The present report discussed existing inequalities and disparities in the Arab
region, ranging from inequality in income, opportunities, wealth, gender and
climate change. It highlights that heightened social and economic inequalities
are potential seeds of discontent, and provide fertile ground for unrest and
tension by leaving millions of young people with unrealized potential and
ambitions. Most importantly, inequality hinders national efforts on leaving no
one behind, and undermines the realization of the 2030 Agenda.

In a time of growing inequality and social exclusion, the accumulation of
economic and social tensions, particularly exacerbated by the greatest
cost-of-living crisis in the past 25 years, have the potential to significantly
increase disaffection and alienation among Arab populations, who continue to
face unemployment, poverty, exclusion and social deprivation.

Inequality is the result of policy choices. Reducing inequalities requires
reasserting the role of the State as the guarantor of equal economic and
social rights, and implementing policies to equitably redistribute resources.
This is a political process first and foremost. At the national level, it
necessitates structural reforms and changes in economies and institutions,
as well as social and legal changes to promote equality and social inclusion.
The present report is a step forward in that process. It is necessary to bring
all sectors of society together across the region, by forging partnerships
between Government, business, trade unions, international organizations,
and civil society.

For this shift to occur, there is a need to utilize the enormous advantages in
the Arab region: people with talent, energy and enthusiasm; strong networks
of family and kinship relationships; abundant natural resources; a strategic
location; and a common historical, cultural and spiritual heritage, bound by
the Arabic language and linked through geographical proximity.

Implementing the actions outlined in the present report is fundamental to
achieving the positive differences that policy can make to the lives of people
in Arab countries. The practical solutions presented in the report are realistic
yet ambitious, and set a course for real change in the areas that matter most
to Arab citizens to guarantee a better quality of life for all.
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Inequality is high and growing across the Arab region. Tackling inequalities in Arab countries must go
beyond superficial and temporary fixes, to fundamentally reforming the root causes of development
challenges. This requires addressing structural and institutional deficits, strengthening governance, and
formulating evidence-based policies. The region faces various economic and social challenges, including
low growth, rising poverty, youth unemployment, persisting gender inequalities, large numbers of refugees
and internally displaced persons, and the numerous repercussions of the COVID-19 pandemic. Official
unemployment rates in the region remain high by global standards, and female and youth unemployment
rates are among the highest worldwide.

Inequality in the Arab Region- A Ticking Time Bomb builds on the Pathfinders flagship global report entitled
From Rhetoric to Action: Delivering Equality and Inclusion. The present report analyses selected forms of
inequalities that were exacerbated by recent developments globally and regionally. It provides practical
policy solutions that may help Arab countries tangibly reduce inequality, particularly the pertinent challenge
of youth unemployment.
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