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UNEMPLOYMENT AND UNDEREMPLOYMENT IN Ligya

By William C. W edley*

At any given tirr.w:, the resources and skills available to a count
place some type of ceiling on the number of development projects whj?;
can be undertaken. Capital is needed to provide the private and so ; ]
overhead investments which increase or aid the productive capab;?li(l;a
of the society. Inputs of natural resources are necessary so that c0nsume?
tion and investment goods can be produced. Foreign exchange is rz.
quired if an insufficiency in the domestic supply of natural resources
goods, and capital necessitates a supplementation from external sourcest
Labor, with the correct skills and attitudes, is needed so as to combine the
productive factors and to operate in the economic system. Finally, im-
provements in the effectiveness of this economic system are achieved
by advancements in technology and by betterment of educational stan-
dards. One of the major features of development planning is to identify
those resources or skills which are limiting the potentialities for growth.
With such knowledge, positive steps can be taken to alleviate the bottle-
neck.

In Libya, it is generally conceded that two resources are in parti-
cular scarce supply. The first of these is water, This natural resource
has traditionally been of prime concern to the people of Libya. Periodic
droughts have resulted in poor agricultural yields, the decimation of large
portions of the animal population, and the necessity to import emergency
foodstuffs. A major part of the government’s current attempts to expand

+ Senior Lecturer in Business Administration, Esso Chair, Faculty of Commerce and
Economics, University of Libya. B, Comm, from the University of British Columbia in
Canada; M.B.A. degree from Columbia University, New York. Mr. Wedley 19 oy
Ph. D. candidate from Columbia University and he is currently carrying out researc
on the economy of Libya for his Doctoral dissertation.
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ugricllhuml geclor is contingent upon either the discoy
hich is not too saline for irrigation Purpoge,
akthrough in desalinization technigy,

Reforestation, cistern improvement, and schemes to utilize the Water
which escapes through wadis are justified in a major part by the need ¢,
e. But water ig not just for agricultury)

conserve this scarce resourc
As part of the current cconomic boom, industrial expansjqy,
such as agricultural canneries, gofy

and improve the

ery of underground water W

or a major technological bre

purposes.
has been substantial, Industries
drink plants, and motor vehicle garages all use large amounts of water,

The extensive public and private construction activity also requires
significant amounts of good-quality water to make various concrete
products, Finally, it must be remembered that as increases occur in
incomes and standards of living, there will be greater human consump.
tion of water. All this indicates that water conservation and development
will have to be given important consideration in Libya’s economic
planning.

The second resource which is in very short supply is labor. This is
an unusual contention because in most less developed countries, labor
is generally considered to be one of the most abundant resources. In
Libya, labor is very scarce, One renowned development economist has
gone so far as to argue before the Libyan Institute of Public Admini-
stration that “... the pattern of Libya’s development depends solely on
Ee rate at wlvhich the supply of human skills can be built up.”? The

ternational Bank for Recon i
of Libya are other bodies whjtt:ll'lu(;tt:e(:ln t;Z::i l]:EZf'loﬂmelnt andbthe Bal'lk
be the chief obstacles to Libya’s growth.2 To au ent the dos len'ls -
. . gment the domestic sup-
Ply, Libya h.as resorted to the importation of foreign labor. While this
:; :iwu;fzz :)Ifl ;llliz jli:(:_ 1:::, there is a strong desire by Libyans to limit
s and to reserve the better jobs which -
pany development for citizens. Gi ; e
s. Given the general shortage in the supply

1. Quote of Benjamin Higeins i
. iggins in "E

Needs” Sunday Ghibll, (March 13, 1066), p. 1, Eoc 10 Year Flan to Meet Labour

Qpusnk of le; ;OI(lgla ﬁiank fc?r Reconstruction and Development, The Economic Devel

et ot iy (Baltimore: The John Hopkins Press, 1960) 'p. 300; and B K of

p. 20, port of the Board of Directors (Tripoll: Multi Press, 1964)
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bor and the desire of Libyans for better positions,
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of 1t position of prime importance,
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Recentlys the Censug and Statistical Department of
{ Economy and Trade released the findings of the Generq] Population
0 g of 1964.3 This census collected data on the labor force of Libya
lcl: ;l‘“dcd are unemployment ffgurc.as; one of the few times that suc};
'in {ormation has been collected in Libya, The labor force figures represent
e labor supply as of July 1964, the time when the census was con-
ducted. The unemployment figures represent that portion of the labor
{orce which is seeking work. The latter figures are of particular impor-
tance because they represent a potential supply which could ease the
bottleneck in Libya’s labor scarcity. It is the purpose of this paper to
vestigate the unemployment figures and to pass judgment on their
calidity for policy purposes. In particular, the problem of actually defin-
ing unemployment will be considered, the general degree of unemploy-
ment will be illustrated, and some of the different causes of unemploy-
ment will be explained, In the process of explaining the causes of unem-
ployment, further data will be presented and an attempt will be made to
Jetermine which causes have relevance for Libya, Finally, the possibility
of underemployment of employed labor will be explained,

he Ministry

The concept of unemployment.

The measurement of unemployment has always been a highly de-
bated matter. The usual process is to divide the total population of a
country into two sections: those who are economically inactive and those
who are economically active. The latter group represents the labor force.
Then, the economically active (i.e. the labor force) must be divided
into the employed and unemployed sections. The rate of unemployment
is the ratio of the unemployed to the labor force expressed as a percen-
tage. The problem of measurement arises over establishing definitions
of who is in the labor force, and of this labor force, who shall be the

3. Kingdom of Libya, Ministry of Economy & Trade, Census & Statistical Depart-

ment, General Population Census, 1964 (Tripoli: Census and Statistical Department,
1966.)
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employed and unel:“ployed. Unfortunately, the distinctions haye alwayg
rbitrary.

been;;r:xl:;: :sed inn;he Po[)ul.ation Cen?su’s, to :lle‘(‘ine ktihe labor force

and the unemployed are “economically actl\.'e ane - seexing work” peg,

: in the economically active are all persong aged g;
pectively. Included in : kers on their o Ix
years and over who are either employers, wor rs'd y WI accoun,
employees, unpaid family workers, Oth.er unpaic wor €18, or people
seeking work. Breakdowns and cross-class.lﬁcatlon tables al:e glvt.an. accorq.
ing to age, sex, geographic area, occupation, and econ.omlc actl-v1ty, The
age of six was chosen as the lower limit to the economically active group
because a large number of children are members of the labor force, Many
countries place both an upper and lower limit on the age of the laho,
force! on the grounds of statutory requirements to attend school o
else on the grounds that any of the very young or very old who are em.
ployed will contribute very little to output. It should be noted, however,
that the latter justification is a problem of underemployment or under.
utilization of the labor rather than a question of whether or not the
person can contribute some economic utility, When the concern is for the
personal welfare of individuals or the productive capabilities of the
society, the whole workable population should be considered. Such is
the case for Libya. In the future when most of the children of the country
attend school, a raising of the lower age limit will enable the collection
of any unemployment statistics to be simplified.

The term “seeking work” gives an indication of the type of people
who would be considered as Libya’s unemployed. Presumably, the
person who does not have work and has given up hope of finding a job
would be considered as not seeking work and therefore would be excluded
from the unemployed and the labor force, Similarly, a person who was
absent from the job because of an industrial dispute, sickness, vacation,
or a temporary layoff would not be seeking work and consequently
would not be considered as unemployed. Such people would, however,
be classified as part of the employed labor force. The situation where

:1’. For various age definitions of the economically active, see Yong Sam Cho,
Dlsgu.lsed Unemployment” {n Underdeveloped Areas; with Speclal Reference to
South Korean Agriculture (Berkeley: University of California Press, 1963), p. 58.
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who wants a full-time job, or a full-time worker who
a part hange jobs, is slightly different, Such a person may be actively
: k0 ork, but it is assumed that his employment would take prece-
seek1ng wer his seeking work. In caleulating the economically active
dence Ovpersoll cannot be counted both as being employed and unem-
a P seeking work). Other definitional problems are confronted
onsidering the casual laborer who has just worked a very short
when ;mr“ these few examples it can be seen that the person classified
time. work” in the Population Census was probably a person

s «geeking ‘
ho did not have employment at the time of the census, but who was
who ‘ :
actively Jooking for a job.
) In spite of the somewhat arbitrary definition of a person who is

seeking work, the term implies that there are people available and
willing to become part o.f .the.employed labor force. Even though one
may argue that the definition is nof appropriate or that the census was
imprecise, the fact that people replied that they were looking for work,
enables generalizations to be made about the supply of labor which is
not being utilized. In addition, sufficient data is available to point out
<ome of the possible areas of error. Still, caution must be exercised in
the interpretation of the following census figures. There are may sources
of minor errors which can enter into the measurement of the labor force
in an underdeveloped country.® Thus, the distribution of the labor
force and the rates of unemployment should not be considered as exact
irrefutable figures. What the figures and discussion do indicate is the

general nature of the Libyan labor force.

5. For an explanation of why developed countries’ measurements are not strictly
appropriate for underdeveloped countries, see Peter T. Bauer and Basil S. Yamey,
The Economics of Under-developed Countries (Chicago : The University of Chicago
Press. 1957), pp. 32-42 While Bauer and Yamey's contentions do have validity, the over-
all impact would not vitiate the use of the usual measures of the labor force; only
caution in interpretation of the results. Some of the possible sources of error in
the Population Census are (1) incorrect collection of data by the ennumerators, in spite
of the fact that all ennumerators attended an extensive training course which lasted
over a week, and (2) false reporting by residents as being unemployed because (a)
they feared income taxes if they reported themselves as employed and (b) they believed
they would receive some state assistance if they said they were not working. This
would tend to indicate that the unemployed figures are inflated. However, a well
designed census questionnaire and properly trained ennumerators would minimize
the above type of errors.
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The degree of unemployment.

Of the 1,564,369 people in the Kingdom of Libya as of mjq.}
1,223,582 were six years and older. Of these, 405,258 or 26%, i
total population were classified as economically active. Table | showe

s

the number of the cconomically active people who are seeking Work
according to alien or citizen status. Ag can |
d e

64,

according to sex and

TABLE 1 e

Unemployment Amongst the Economically Active Population (Citizep

and Aliens),Six Years and Over, by Sex, 1964°

CITIZENS ALIENS TOTAL
Male Female Total|Male Female Total]Male Female Total

<y

Seeking Work | 31,717 1,879 33,596 333 193 526] 32,060 2,072 34122

Economically
Active 367,834 19,865 387,699 14,533 3,026 17,559382,367 22,891 405,258

Percentage !
Unemployed | 8.6 9.5 8.7 23 6.4 3.0 8.4 9.0 8.4

a. Calculated from : Kingdom of Libya, Ministry of Economy & Trade, Census
& Statistical Department, General Population Census, 1964 (Tripoli: Census &
Statistical Department, 1966), p. 31

seen, the overall rate of unemployment is 8.4% of the economically
active. The rate for male aliens is 2.3% and for male citizens, 8.6%.
The corresponding figures for females are higher: 6.4% for female
aliens and 9.0% for female citizens, Given the fact that complete social
emancipation has not been achieved yet for the women of Libya, these
higher unemployment rates are expected. The overall figures illustrate
that there are many people seeking work; an unexpected phenomena
when there is supposed to be a shortage of labor, Not only does the
existence of such unutilized labor mean that the productive output
of the country is not as high as it could be, but also “... the failure
to find a job involves one of the most serious of human frustrations
— a man is deprived of the opportunity of earning his own living and
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— ingful place for himself jn 50

f finding 3 mean.mg . (;) ‘;]cc o llm?elf n S().CIely.”” A problem of
0 Joyment exists, an the most logical solution wil re
“".em.p of the causes.
pomtll}niore going on to explain the possible cauges of e
N re:der must be cautioned that. two aspects of the econom
Jabor force will not be. analyzed in any gl'eale‘r detail, The firs ignored
factor 5 the alien portlfm of the work force, 'l-hcre are three reasons for
ﬂ‘lis- First, the Poplflatlon Census does not give detailed enough infor.
ation about the alien work force to enable the significance of various
catses of unemp‘loyment to be analyzed. The Census only gives detailed
qatistics for citizens. Second, the number of aliens and the rates of
nemployment amongst them are fnuch smaller. This means that the
memployment problem for aliens is not as serious, Third, Libyan citi-
sens should be given precedence over aliens in reaping the benefits of
cconomic development, At present, all alien workers enter the country
on the basis of temporary work permits. This indicates that Libyans have
q strong desire to improve themselves so as to replace foreign workers
in the more advantageous positions and to assume a more important role
in the economic development of the country.

The second factor which will not be considered in the subsequent
analysis is the female portion of the labor force. Detailed data on the
female population was presented in the Population Census, but it was
felt that the 19,865 female citizens? classified as economically active
was a gross underestimate. As an indication of the underestimation,
consider the agricultural sector shown in Table II. Notice that 144,853
or 35.74% of the economically active are engaged in agriculture. This
is far below the amount usually estimated to be working in the agricul-
tural sector. For example, the 1960 Census of Agriculture reported that
279,970 persons aged 15 years and more were working in agriculture.®

Of this number, 189,788 were males and 90,182 were females.” The

quire a pin.

mploymeul,
ically active

6. Abba P, Lerner, Economics of Employment (New York: McGraw-Hill Book
Company, Inc., 1951), p. 22,
7. See Table I.

8. United Kingdom of Libya, 1960 Census of Agriculture (Tripoli: Ministry of

Agriculture, Februa , 1962), p. 494,
9. Ibid, o P
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TABLE 11
Economically Active Population, Six Years and Over, by Divisiop, of

Economic Activity and by Sex, 1964°

MALE FEMALE | ECONOMICALY
DIVISION OF ACTIVE
ECONOMIC ACTIVITY | No. Percentage | No. Percentage| No. Percent
of Sector of Sector of Tota]
Ag;::;‘:g”'&F&’:ﬁfg' 141781 9792 | 3072 208 | 144853 3574
Mining & Quarrying 13,881 97.35 378 2.65 | 14,259 3.52
Manufacturing 21,464  73.06 | 7,913 2694 | 20,377 7.25
Construction 31,237 99.39 197 61 | 31,434 1.76
Electricity, Gas, Water
& Sa.nityary Services 5,962 98.32 102 1.68 6,064 1.50
Commerce 26,086 97.57 649 243 | 26,735 6.60
Transport, Communication
& SI;orage 22,548 99.22 200 88 § 22,748 5.61
Services 76,307 92.46 6,224 7.54 § 82,531 20.36
Activities Not Adequately
Described 43,101 91.21 4,156 8.79 | 47,257 11.66
TOTAL 382,367 9435 | 22,891 5.65 § 405,258  100.00

a. Source: Kingdom of Libya, Ministry of Economy & Trade, Census & Statisti-
cal Department, Genmeral Population Census, 1964. (Tripoli: Census & Statistical
Department, 1966) pp. xxxi and 53,

comparable 1964 Population Census figures were 141,781 males and
3,072 females, While it is admitted that there has been a rural migra-
tion of agricultural workers to the urban areas, it is inconceivable that
the number of female agricultural workers decreased from 90,182 to
3,072 in four years. It would appear that the 1964 figure of women
agricultural workers is far too low. It is known that more males than
females migrate to the urban areas. It is also known that the veiled life

which the Libyan woman leads would prevent her from telling an enu-

merator that she was working. It would thus appear that the number
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ically 2 otive ln.aleg in tl'le fngricultural sector represents a mor
of €7 e, In addition to eliminating females from the discugs .
realistiC ands that the figures are underestimated, the calculatio:m;
on “emges on the basis of a small number of females in the ﬁn0
_,erzlf("(‘lowns would yield distorted values. Although the subseque:l:
deics il not discuss the female c(?mponent, the data for females is
include 4 in the tables. l?ecause they illustrate broad trends and a few

e aures of validity. It must be remembered, however, that the

bout females is suspect to grave errors.

f eco!

150 .
information a
causes of unemployment.

Not only is the concept of unemployment a very perplexing thing,
put the causes of unemployment are equally complex. Basically, any-
thing which causes a decrease in labor demand or an increase in labor
supply can potentially lead to a higher rate of unemployment, While
many words have been coined to describe the types of unemployment,
the terms used in this paper will be cyclical unemployment, seasonal
unemployment, frictional unemployment, technological unemployment

and structural unemployment.

1. Cyclical Unemployment.

Cyclical unemployment occurs during a time of recession or de-
pression. It results from a general insufficiency of effective demand
for products, with a consequent general lack of demand for labor. Such

an insufficiency affects all industries to varying degrees, According to
Keynesian theory, cyclical unemployment occurs whenever the equili-
brium level of consumption and investment expenditures is lower than
that required for full-employment. In such a case, the amount of full-
employment saving is not offset with sufficient intended investment. The
deficiency of intended investment is called a “deflationary gap,” because,
through the multiplier effect, it tends to deflate the output of the
economy. It is generally agreed today that a deflationary gap and the

resulting cyclical unemployment can be overcome by appropriate fiscal
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and monetary policy which stimulates an increase in either consumptigy,

or investment or both.
when intended investment exceeds fy)]

more goods and services are demandeg
is called an “inflationary gy,

The opposite gituation ex1sts

employment saving. As a result,

r .
than the economy can produce. This
because the excess offective demand causes prices to rise. Cyclical .

employment and inflation are not compatible because, by deﬁnitio,,’
they are caused by opposite tendencies; cyclical unemployment by ip.
sufficient effective demand and inflation by excess effective demand.

sént situation in Libya is one of inflation rather than defla.
tion. Both private and government investments have increased much

faster than the productive capabilities of the economy.1? Increased ex-

penditures and money incomes have resulted in greater purchasing
a corresponding increase in domestic production. The

been keenly aware of the repercussions of the resulting
when it means that each year the cost of develop.
ment projects is increasing.11 To counteract inflationary tendencies,
the government has recently tightened its monetary system? and over

modified its commercial policy to allow easier impor-
t such measures are hardly undertaken

ffective demand which causes cyclical

The pre

power without
government has
inflation, especially

the years it has
tation of goods and skills.® Bu

to combat the insufficiency of e

10. This is particularly true of the government development expenditures which

have been mainly for infrastructure purposes. While in the short run these do
bilities of the economy, in the longer run, they provide

ulture and industry. Given the large geographic size
tments have had to be substantial.

acute in the construction sector, where the
This means that more and more of the devel-
d for inflationary increases instead of real

output, In the future with construction of the coastal road, the gas plant at Marsa
el Brega, new oil pipelines, the Idris Housing project, and other private and public
building, the inflationary pressure on this sector will be even greater.

11. "Banks Tighten Credit,” Sunday Ghibli (June 12, 1966), p. 1.

13. _Dr. Ali Attiga points out that while low tariffs will tend to combat inflation,

the incentive for domestic production is also lessened, This could eliminate potential

employment Opportunities and prevent the establishment of local industries. See

ﬁh A, Attiga "Inflation and Economic Development in Libya,” National Bank of
bya, Monthly Economic Bulletin (Vol. IIT, No. 3; March, 1963). p. 258,

external economies for agric
of Libya, infrastructure inves

11. Inflation has been particularly
pace of growth is abnormally high.
opment revenues are being expende
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he iﬂationury
1e inﬂationary
ich originated

ent. Rather, they are intended to contro]
llnemPloymf excessive effective demand and to redyce
es O

presslln' ~ould thus appear that the economic hoom wh
t

gap- roleum discoveries rules out the possibility of

cyclical uner.
om P¢
;f'rloy""’“" TABLE 11l
Joyment of Citizens, Six Years and Over, by Economic Activity,
Unemploy™ 1964°
— MALE CITIZENS FEMALE CITIZENSb
Ecogévﬁéofcgglw Seeking Ei((:!(!);lll(;'m- I;ngxl':;xlz-t Seeking Econom- Percent

Worke ically Unem-

Active ployed Worlee Active ployed

—

Agriclﬂture' FOI‘eStry’

Hunting & Fishing 285 140,517 2 6 3,036 2

u

Mining & Quarrying 17 11,575 1 — 52 —

Manufacturing 9 18,763 5 9 7,784 1

a

Construction 159 29,876 5 - 170 _
icity, Gas, Water B B

El?f tsrzla,m'tt}::u-y Services 7 5,571 A 7

Commerce 24 24,605 5 | 2 209 1.0

ication
Tzznss;;gg,ggomum 64 21,463 3 — 104 —
Services 59 73,023 1 48 4,624 1.0

Activities Not Adequately 31,012 42,441 731 1,814 3,809 47.6
Described

TOTAL 31,717 367,834 8.6 1,807 19,865 9.5

a. Calculated from: Kingdom of Libya, Ministry of Economy & Trade, Census &

Statistical Department, General Population Census, 1964 (Tripoli: Census & Statistica
Department, 1966), pp. 61 & 62,

eliable. Thus,
b. As previousl mentioned, unemployment rates for females are unr ;
these figures are noy analyzed. They are only included to give a general impression o
the sectors ip which female employment is prevalent.

" tus.”
ine" ., The Population Census entitled this column Not C{”Sigvab:‘i,,bgolsntf‘ns of
Since the totalg of this column equaled the total for the "Seeking to N
s er tables, it was assumed that the "Not Classifiable by Status
Mistake,



THE LIBYAN ECONOMIC AND BUSINESS REVIEW

08

~—

Libyan is Yo ong of ,
nomic activity which have a definite title, the rate of unemploymco.
ént

for males is less than one percent, This indicates that thoge Peor]
who are seeking work in a particular sector can readily find ok DIe
there is a strong derived demand for labor in every Se;rt n

tor

A second proof that cyclical unemployment is not in
illustrated by Table IIL Notice that in all divigj

other words, . .
of the economy. Unemployment 1s almost entirely limited to activitje
s

which are not adequately described by the usual sectoral deﬁﬂitions
If cyclical unemployrpent caused by a general insufficiency of effectiv(;
demand did exist, it would be expected that the rates of unemploymey
would be significant in all sectors.

2. Seasonal Unemployment.

A second cause of unemployment is seasonal variation in the
demand or supply for labor. The weather cycle, annual style changes,
yearly holidays, and production changeovers are all factors which occur
on a seasonal basis. The most commonly known industry which hag
seasonal variation in employment is agriculture. While Libya undoubt.
edly has such unemployment in the agricultural sector, it is unlikely
that much of the unemployment in the Population Census was of this
type because the census was conducted in mid-July, a time which is
towards the end of the peak of the harvest season. However, 1964
was a year of slightly less than average rainfall, and as a consequence,
there still could have been agricultural unemployment even in the peak
season, But the low rate of unemployment in the agricultural sector as
indicated in Table III does not lead to this conclusion.

A second type of seasonal unemployment which could have sub-
stantial effects is the large number of students who are on summer
vacations and looking for work, Since the Population Census was con-
ducted during July 1964, there is a serious possibility that the unem-
ployment may be amongst students. But observe Table IV. While it
is evident that the rates of unemployment are much higher among the
young, only 18.4% (6.6 + 11.8) of the number of economically
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20 years of age, Since
are seeking work are

nales who are seeking work, are under
ining 81.6% of the male citizeng who
30 years of age and t.herefore are less ]ik
Ovedrents it appears that this type of seasong] |
studeme

r

ely to be unemplgyeq
nemploymeny does not

TABLE v

UnemPlU.Y ment of Citizens, Six Years and Over, by Age Groups, | 964°
— MALE CITIZENS FEMALE CrTizang,
ACE | Seeking WOk g o[ pepgene| Secing Wor |-
GROVP | er op | ally | Unemn. Number] FETCERE, ol [Groct
Total clive | ployed {Number T:tfal Active ployed

o 0L 68 W6 19| 38 169 gy g
4519 3740 118 23616 158 205 199 25T 19

20 2 4869 154 49601 98| 135 g, 2525 54

25 - 20 4504 142 BB TT1 153 g1 g4 6.4
_— 3234 102 471160  69]| 132 79 g 70
2539 2069 94 43186 69| 158 g4 g 0.4
4044 2814 73 32635 1| 188 o1 145 119
45-54 3671 115 4102 7| 31 w1 a3 q3g

55 - 64 2612 82 31608 ' 83| 153 82 1004 14

65 - 74 1,213 38 16415 74 8 42 424 134

75 & over 465 15 5810 80 33 18 13¢ 246
Not Stated 22 1 237 93 9 5 4 204
TOTAL 3L717 1000 367,83 86| 1879 1000 19865 o5

a. Calculated from: Kingdom of Libya, Ministry of Economy & Trade, Census
& Statistical Department, General Population Census, 1964 (Tripoli: Census & Sta-
tistical Department, 1966), pp. 36 & 37, .
b Data on female citizens is only presented to illustrate general tendencies, It
1S not reliable enough for detailed analysis,

14 Of course there are many students who are older than 20 years of age. From
gures presented in the Population Census (p.24), 300/, of the male citizens atten-
ding school are over 20 years of age, But this percentage is too high because it
aleg 365 people who attend evening classes and work during the daytime, It must
‘s*éi%ole rémembered that many of those seeking work and under 20 do not attend




THE LIBYAN ECONOMIC AND BUSINESS REVIEW
s
—

3. Frictional Unemployment.

70

Frictional unemployment is the name given to unemploy
. i " rn
rom the random imperfections in the operation of eny
0 th
4]

which arises f
It is a permanent but short-run phenom
€na Which

economic systen.
goes on continually. Two subclasses of frictional unemploymen; ¢, |

identified, depending on whether the imperfection is in the suppl
labor or in the demand for labor. Y of

The more commonly acknowledged type of frictional unemply,
ment may be called volitional unemployment.14 As its name imp]ie);‘
it arises from time lags in reallocation of that portion of the labo;
supply which changes jobs for personal reasons. At all times there ar¢
some people who are unhappy with their jobs and desire something
better. Frequently, they will quit before they have found a new POosi-
tion. In Libya where independence and the nomadic spirit are highly
prized social values, there is a strong impulse for the worker to period-
ically quit his job and escape the routine and rigorous schedule of an
industrial enterprise. In the present boom conditions, the ease of find-
ing another job makes this practice all the more prevalent. Indeed,
most oil companies have experienced very high rates of labor turnover,
But just because a worker quits his job does not mean that he will be
unemployed. Many times, he has arranged beforehand so that he is
immediately able to assume another position. Even if another job is
not pre-arranged, the general scarcity of labor and the boom conditions
enables any person with needed skills to readily find another job. Also,
the sectors in which volitional unemployment is likely to be found—
mining and quarrying, manufacturing, and construction—comprise only
18.5% of the economically active population.16 Thus, while volitional
unemployment exists, it, by itself, is not a substantial cause of the

overall rate of unemployment.

n, Labor (New York: McGraw-

15. This term is borrowed from Neil W. Chamberlai
loyment,” the term usged

Hill Book Company, Inc., 1958) as is "transitional unemp
for the second type of frictional unemployment.

16. See Table II.
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4 Technological Unemployment.

A fourth general type of unemployment is caused by technological
changes. No decline in output is involved, Improvements in production
rcchniques enable the same or greater output to be produced with
fewer workers. Two different types of technological unemployment can be
distinguished. The first, and more commonly acknowledged, occurs
when workers are displaced by new types of machines. In other words,
capital is substituted for labor. The second type of technological un-
employment occurs when improvements made in managerial and
business techniques lead to changes in the production process which
require fewer workers. There may be no capital investment in this
type of change. It is purely related to the ability of business managers
to structure their operations and to improve their methods so as to
achieve greater productivity from workers when investments are held
constant. While it is possible to distinguish between the two, most
technological advancements involve both capital and administrative
improvements.

Agriculture is the sector in which Libya will probably experience
the greatest technological unemployment. With the finding of petroleum,
capital has become abundant and labor has become scarce. Thus, the
most logical effect on the Libyan economy would be the replacement



72 TIE LIBYAN ECONOMIC AND BUSINESS REVIEW

T

of labor-intensive techniques by capital-intensive techniques, Th,
um and manufacturing industries are new and modern, Thy,
there is little likelihood of technological displacements in these Sectorsj
While the construction industry could make drastic improvements iy
its methods, it is unlikely that the strong demand for this activity hyg
resulted in displaced workers. It is in agriculture where technological
unemployment will be the strongest. The attempts to increase agricul.
tural output by introducing tractors, harvesters, seed drills, water
pumps, and irrigation systems to farms which were formerly operated
solely on the basis of animal and human power will obviously result
in fewer required workers without necessarily lowering the total agri.
cultural output. Indeed this partly explains the reason for the rural
migration to the urban areas. But probably a more mmportant reason
for the migration was the moderate drought and the existence of better
job opportunities, health facilities, suitable dwellings, electricity, po-
table water, educational services, and recreational centers in the cities.17
Also, the large increases in agricultural machinery occurred after 1964,
and therefore, the major technological displacements had not yet
occurred. Finally, the figures of Table III do not indicate a large amount
of unemployment in the sectors which could experience technological
displacements. Thus, while a small amount of technological unemploy-
ment can be said to exist in the figures of the Population Census, the
ons of this type of unemployment will be felt in the

petrole

major repercussi

future.

5. Structural Unemployment.

Structural unemployment, like frictional unemployment, is fre-
quently used as a catch-all term for all types of unemployment except
that caused by the recessive or depressive phases of the business cycle.

17. Kingdom of Libya, National Planning Council, First Annual Report on Devel-
opment Activities for The Year Ending 31st March 1964 (Tripoli: Multi press),

p. 10.
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TABLE V )
vrizens, Six Years '
Unemployment Amongst Citizens, Six Years and Over by M tqataa, 1944,
—
MALE FEMALEb
MUQATAA | Se-eklﬂn-élv;\'fbl‘l_(ﬁ Econom-| Unem- | Seeking Work \Fk_onon;‘p -~
; | percent ically | ployed - Percent| ically ercent
Number| o mota | Active |Percent umberl,of'l‘otal Active | plocm-
Tripoli 4107 132 8L094 51| 193 103 323
Benghazi 4232 134 68794 61| 228 121 2160 g,
Sebha 1611 51 11231 143 87T 46 811 197
Gebel Gharbi 3274 103 43562 15 4 40 1,000 74
Zawia 3401 107 42715 79| 156 83 1190 13
Homs 3,741 11.8 34,625 10.8 87 4.6 656 13.3
Misurata 4116 130 38369 10.7| 354 188 7544 47
Derna 1882 59 18738 100| 197 105 622 317

Gebel Akhdar 4566 144 20989 2L7| 360 192 1088 333
Ubari 607 22 7717 90| 143 76 1553 g2

TOTAL 31,717 100.0 367,834 86| 1978 100.0 19,865 9.5

a. Calculated from: Kindom of Libya, Ministry of Economy & Trade. Census &
Statistical Department,General Population Census, 1964 (Tripoli: Census & Statistical

Department, 1966), pp. 33 & 34.

b. The data on females was included for the benefit of the interested readers. While
the figures are not to reliable and therefore are not analyzed, they do point out
certain facts, Notice that the Mugataa of Misurata has the largest number of females
in the labor force. Perhaps this is because Misurata has a predominance of small scale
manufacturing establishments. In Kingdom of Libya, Ministry of Economy & Trade,
Census & Statsitical Department, Report of the Industrial Census 1964 (Tripoli:
Census & Statistical Department, 1965) p. 58, it was estimated that 57.30/, of the
people engaged in small manufacturing establishments, came from the Mugqataa of
Misurata,
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finding & job than (.)the.rs,. This includes the unskilled, the illiterat
]mndicapped, the discriminated minorities, o, ate, the
he feeble aged. As seen in Table IV, the rateg of unemploymefltung’ o
the very YOUT® and very old are high, but there are still hialllnongSt
of unemployment and absolute numbers of work seekers in thegmi;?lies
aged groups. Thus, this could only be a partial explanation Iliter .
seems a major possibility because 57% of the males six Year;; and oacy
were classed as illiterate in 1964.19 Yet, it is very diffioul; to judge h‘:s:
much of a handicap this would be in getting a job. Minorities must be
excluded as a factor because, while discrimination is said to exist it
certainly s very insignificant, While Libya has a large number’ of
people with infirmities, many are of a type which would exclude the
person from being classified in the labor force or else many
type which would still enable them to work.20

to the pegple

the inexperienc

are of a

An idea of the skills of the workers can be discerned from Table
IIL, Notice that 31,012 or approximately 98% of the 31,717 males who
were unemployed did not classify themselves as seeking work in one
of the regularly defined sectors. The question then raised is whether
or not these people were really qualified to seek work in one of the
regular sectors. Of the economically active male citizens, 41,380 were
not classified by occupation in the Population Census.2? In preparing
Table III, all these would be classified under the title “Activities Not
Adequately Described”. Of the 42,441 male citizens in the “Activities
Not Adequate Described,” only 1,061 males?? were actually classified

18, This does not rule out the possibility of large-scale underemploment in the cities.
19. See Kingdom of Libya, General Population Census, 1964, p. xxxviii.

20. See Ibid., p. 70

21. 1Ibid,, p. 40.

is i i ified by occupation from the
22. This is derived by sutracting the 41,380 not classi ¢ B
42.441 who were in activities which were not adequately described to be classifie
into sectors.
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by occupation but excluded from the usual sectors. Within the Broup,

of “Workers Not Classified by Occupation,” presented in the Populatigy,
Census, 23,917 male citizens were classified as new work.ers who Were
seeking work.23 Since these new workers were uot. Cla?‘Slﬁe(‘l by ocey.
pation, they also would be included under the title “Activities Not
Adequately Described” in Table III. Thus, of the 31,012 male workey,
described as seeking work in the “Activities Not Adequately Described’”
7,095 (31,012 - 93,917) were former workers looking for work. This
also means that of the total male labor force, 7,800 (31,717 - 23,917)
are former wokers without a job who are looking for work. This informa.
tion enables the division of the overall rate of unemployment into neyw

worker and former worker sections.

New workers, without jobs, seeking work
(23,917/367,834) x 100 = 6.5%

Former workers, without jobs, seeking work
(7,800/367,834) x 100 = 2.1%

All workers, without jobs, seeking work
(31,717/367,834) x 100 = 8.6%

As can be seen, the major component of the overall rate of unem.
ployment consists of new workers who do not have a definable occupa-
tion. It must be pointed out that many of the 7,800 former workers
seeking employment were also not classified by a definable occupation
because there were 1,061 such males2* who were classified by occupation
in the category “Activities Not Adequately Described.” In other words,
most of the unemployed were looking for work, but they did know
in which sector they desired a job. This tends to indicate that these men
did not have the requisite skills to say that they were looking for a
job as a truck driver, plumber, electrician, clerk, salesman, tractor driver,

23. Kingdom of Libya, General Population Census, 1964, p. 52,
24. See page 75,
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Jnde remployment of Labor.

— mployed worker contributes nothing to the output of the

In other words, the marginal productivity of unemployed labor
econom)l’;m what is the marginal productivity of those who are working?
is zt?rf"-l Jly. do they contribute a great deal to output or do they con-
In.dm u y’littl-e? This is the question of the utilization and efficiency
tribute Ver};oye d worker. If the existing workers could be utilized to a
of the emi nt or if the efficiency of their operations could be improved,
gl:eatzl;e:dditional source could be found for easing the pressure on the
;Ji::;’an economy caused by the scarcity of labor.

The terms underemployment, disguised unemployment, and par-
tial unemployment are all used to connote the inadeql.late utilization
of the employed work force, whether this is from locating the w:orkffr
in the wrong job or not utilizing the capabilities of the worker in .lus
correct job, All the terms refer to the portion of the labor force which
would be classified as employed and, therefore, excluded from the
“seeking work” group. Since the person is classified as employed but
there is not complete utilization of his capabilities, the word “und.er-
employment” will be adopted for these terms so as to avoid confusion
with different types of unemployment.

Almost all factors which cause unemployment can also' cause
underemployment, The only distinction is that the person remams em-
Ployed, but in a job which does not use his capabilities in the most
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d causes a worker to remain idle for part of yp,, : of
: ' de
forced to assume a less important job w;, 2y o

when a worker is me b 4
not make the best use of his skills.2% Seasonal underemploym(.m Oty
‘Il ¢

occur when employers maintain their skilled work staff d“ring ,;m
yearly lull in demand or during the annual change-over, Th, mali e
;aining of displaced workers until new positions open up in th, X h.
after a new method or machine is introduced is a case of techpg] Ogi::rl
underemployment. Transitional underemployment and demand stru:
tural underemployment can occur whenever displaced workers ﬂSSum(;
a job where their marginal productivity is less.
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optimal manne
effective deman

Notice that in all the above types of underemployment, there j; .
problem of definition. What is the correct job for a worker? Is a worke,
who only desires partial employment utilized to his full capacity?
How long must a worker be on the job each day to be fully utilized?
How fast must a worker perform his job to be working at the correct
efficiency? What is the optimal manner of employing a person? Clearly,
all these different questions imply some type of standard, While under-
employment exists to varying degrees in all economies, different cultures,
public holidays, and labor laws will necessitate different approaches
to its measurement, Like unemployment, definitions will have to
be somewhat subjective. This makes the degree of underemployment

an equally controversial issue.

In Libya, there are no figures available on the amount of under-
employment, although its existence is generally acknowledged. There
are many potential areas for increasing the output of the economy by
reallocating workers or restructuring the work environment. Employers
could receive greater real returns from utilizing labor in other occupa-
tions. The fact that labor is not utilized in other occupations is caused
by a lack of information about job opportunities, a lack of technical

25. Joan Robinson calls the latter type of cyclical underemployment "disguised un-
employment.” Joan Robinson, Essays in The Theory of Employment (Oxford: Oxford
University Press, 1947), pp. 83-84,
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fTact that farm output has not decreased along with the decreae in the
ize of the farm population.?® That these two. changes can go hand in
hand illustrates that. un(%eremployed labor exists on the farm. Under.
employment also ex.lsts.m 'some governmt.antal departments and firms
«here the hiring policy is still based on a time when labor was in abun.
dant supply. While underemployment is very difficult to measure and
very subjective in nature, it is probably safe to contend that its pre-

qalence in Libya is more than that of unemployment.27

tural barriers to

to
because

Conclusions.

At first, it may appear paradoxical that in a country which is sup-
posed to have a scarcity of labor, there is a high rate of unemployment
and there are indications of large amounts of underemployment. The
existence of such people represents an unutilized and underutilized
segment of the labor supply which could be reallocated so as to increase

_

2yﬁ_ Kingdom of Libya, First Annual Report on Development Activities for the
tar Ending 31st March 1964, p. 9.

2. For estimates dere

of pre-petroleum rates and types of unemployment and under

:.Inné) I;yrl?ent’ See Benjamin Higgins, Economic Development; Principles, Problems
Ollcles (New York: W.W. Norton & Company, Inc., 1959), pp. 31 & 32.
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the real output of the economy. The problem of rcdirecting such 1,

will depend upon the causes or obstacles to the present misall(’cati Op

On,
It has been shown that cyclical unemployment is not th, caug
dugg Uf

high unemployment rates (8.6% for r.nale citizens) derived from "
1964 Population Census data. The existence of inflation anq the | e
levels of unemployment in all the usual sectors of the econgpy .
out this possibility. A moderate drought during the census yeay woulg

decrease the number of workers required at the end of the harveg; Seago

and this, along with a few students who are looking for work, woy) (i
yield a small amount of seasonal unemployment. The two types of
frictional unemployment would also contribute to the unemployed figure

but their significance would be minor. Volitional employment is no;
significant because the strong demand for labor and the small sjge o
the modern organizational sectors do not allow a large amount of un.
employment in spite of the cultural traits which result in high levels
of turnover. Transitional unemployment is also insignificant becauge
of the very few Dbusiness failures. Technological unemployment ig a
serious threat in the agricultural sector, but its force will be mainly
felt after 1964. Structural unemployment caused by lack of demanq
for the products of a particular industry or location is ruled oyt
because there has been a uniformly strong demand for nearly all pro-
ducts in all localities.2® Structural imperfections in the supply of labor
are another matter. It appears particularly evident that most of the
unemployed did not have the requisite skills to assume particular posi.
tions. Most classified themselves as new workers seeking work in any
sector of the economy but, presumably, in a job with a money wage.
These new workers were not merely the young; they came from all age
groups, They also tended to come from the rural areas, Thus, the un-
skilled worker seems to account for the bulk of the unemployment. The
typical unemployed would be an unskilled person, perhaps seasonally
or technically displaced from the farm, who is looking for employment

y l'llle(]

28.  One exception is the foreign demand for esparato grass which grows wild in the
Gebel Nefusa. Not only has demand declined, but so has the natural supply. However,
*le V illustrates, unemployment was not high because of this.
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e labor supply. In‘formatlon.on vacancies, wage rates and cultyrs]
influences would as:smt the policy fOl'II'lulation a great deal, So would
Jdditional information from.other studies on labor supply; particularly
3 study which has the collection of employment data ag jtg sole objective,
rather than a project, such as th'e Population Census, which collects
employment information as a subsidiary part of a larger undertaking,

ation 10

Nevertheless, Libya cannot wait to get extra information before
decisions are made. Action is currently needed and it will have to be
taken under a situation of risk. Thus, the lack of adequate information
is no ground for begging the question. There is a certain amount of
information available to allow generalizations about the unknowns, That
foreigners are filling many jobs illustates that vacancies exist for Libyans
if they have the necessary skills, There is a minimum wage rate, but
this only applies to the sectors where rates are more than the statutory
minimum.?9 Cultural blocks exist, but the response of unpaid rural

2. International Bank for Reconstruction and Development, The Economic Devel-
opient of Libya 1960, pp. 316 & 317. The law does not apply to family workers,
g%ricultu@ Workers, domestic servants, or people subject to the Libyan Marine Codg,
NoevThe Libyan Labor Law, Mimeographed translation of the Official Gazette No, 17,

e ;mber 24, 1962, p, 1 Labor unions could also account for downward r1g1d1t;;a.=;1 I;n
POWerage Structure, but they do not because of their relative weakness as a bargalning
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workers to the higher incomes of the urban areas indicateg

. ' thay culy,
traits can be overcome or else modified to suit the new

. . . Onditions
thus appears that there are available job vacancies fop the Lil.
)

people and that there are no serious cultural blocks in (h sh
which would prevent some of the people from responding ¢, new o

. . . ]0
opportunities with better pay.
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A substantial degree of unemployment and underemployme

exists in Libya and the means can be devised to deal with it, Traini:t
facilities can be provided to prepare a worker for a job or to -
him if his skills become obsolete, Given the large number of ung
in Libya, this is the most important approach. Seasonal industr
be coordinated so as to utilize the same men for greater periods of th,
year. Information on job openings can be supplied to workers who are
displaced by transitional, technological or seasonal changes, Finaneig)
assistance can be given to induce a person to find a job in a new locality,
Discriminations and restrictions to entry of certain occupations can he
removed. The hiring practices of employers can be improved so a5 t,
achieve greater regularity and continuity. These are just some of the
ways of increasing the vertical and horizontal mobility of the labor force,
The problem in Libya is mainly to make the unemployed people into
employable people. Certainly the government and private and foreign
firms would make greater use of Libyan personnel. By improving the
skills of citizens and assisting them in getting a job, more Libyans
would replace the foreign workers which, at present, are required to ll
the more skilled positions. This would, in turn, increase the real in.
comes of Libyans. This is the major objective of economic development.
In addition, the mobilization of the unutilized and underutilized sec-
tions of the labor force would ease the bottleneck created by the scarcity
of skilled labor and thereby ease the inflationary pressures which are
evident in the economy. Government and industry would like to spend
more money on investment, but there are just not enough suitable
people available to do so without causing inflation., By creating more
of the proper people, output will be increased, inflation will be eased,

train
killeq
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/d higher, more equitable, and desirable level of e
and 2

conomic deVelop_
nent will be achieved.
1

Although Libya is allowing entry of foreign workers,
:Jence that Libya lacks sufficient numbers to carry out its fast pace
o onomic development. What Libya lacks is the manpower with the
Ofoecer skills to carry out the required functions,
i};rv(}:lves displacements, tensions,

there is no

Economic progress
and frustrations amongst the populace.
people will complain but action must be taken to assure that they are

assisted in their adjustment and that they do not hinder improvements.
As King Idris said on the Tenth Anniversary of Independence,

The struggle ahead will not be less than during the past
ten years. Prosperity has its own problems, and we all
ought to face and solve them in such a way as to ensure
progress and prosperity for all Libyans.30

With a manpower policy which increases the skills and mobility of
labor, the peculiar problems which accompany development can be
solved so as to raise the real incomes of the Libyan populace.

i i d Development Five-Year
. ibya, Ministry of Planning anc v e
243 Qitedall)gl ﬁ%:loge‘v)zl(};;);t Plan, 1963-1968 (Tripoli: Poligrafico Libico,

e
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