
Paper Trails 

In many ways, the labor mar-

ket situations of Europe and 

the Middle East/North Afri-

ca (MENA) are mirror imag-

es of one another. While Eu-

rope faces a shrinking labor 

force in the coming decades, 

MENA is set to witness an 

increase in its own working 

age population over the same 

time period. Similarly, while 

Europe will experience a 

growing jobs surplus, MENA 

will likely continue to have 

difficulty providing adequate 

employment opportunities to 

its workers at home. This 

discussion note explores the 

possibilities of creating a sce-

nario of mutually beneficial 

labor market arbitrage be-

tween these two regions. It 

observes that such a scenario 

cannot be taken for granted 

due to issues of demographic 

timing and incomplete work-

er supply/demand compati-

bility. However, it also stress-

es that generating such an out-

come remains worth the effort, 

and the historical and geo-

graphical proximities of the 

two regions provide a helpful 

backdrop. With immediate, 

deliberate and coordinated 

actions, Europe and MENA 

can use one another’s compar-

ative advantages to yield the 

benefits of a more integrated 

labor market.   
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Supply, demand and the makings of  a “win-win” 

Demographic prospects for 

Europe are bleak. In 2005-50, 

the EU25+ countries1 are set 

to experience a combined 

loss of some 66 million work-

ers, marking a decline of 

nearly a third over the 45-year 

period if labor force partici-

pation rates do not change. 

By 2020, the population of 

workers aged between 25 and 

39 years old is to fall by 

around 13 million. In the 

subsequent three decades, the 

largest drop will occur in 

workers aged above 40 years 

old, resulting in a decrease of 

30 million. The most acute 

decline in younger segments 

will take place in Western 

Europe’s current key labor 

source markets – namely, the 

new EU accession countries 

but also the Mediterranean 

member states. Countries like 

Poland and Spain could lose 

almost half of their young 

labor force.2 

 

Meanwhile, a very different 

scenario is expected to unfold 

in MENA. While the region 

has witnessed a decline in 

birthrates since the 1980s,3 by 

global comparisons it still is 

forecast to experience by 

2050 the third largest increase 

in workers aged under 40 

years old : at 44 million, be-

hind only Sub-Saharan Africa 

(328 million) and South Asia 

(157 million).4 Such countries 

as Algeria, Egypt, Jordan, 

Lebanon, Morocco, and Tu-

nisia also will likely see jumps 

of around 50% or more in 

their populations of workers 

aged above 40 years old in 

2005-50.5 

 

Europe additionally faces a 

problem of ever widening 

employment gaps in its labor 

market, highlighting even 

further the region’s need for 

alternative sources of labor. 

In 2006-15 replacement de-

mand (due to the exit of 

workers for retirement and 

other reasons) is likely to ac-
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count for the better portion of project-

ed job openings, eclipsing expansion 

demand (due to economic and techno-

logical evolutions) in such major EU 

economies as Germany, France, Italy 

and the UK. More than 61 million jobs 

are expected to become available in 

2005-16, and most employment 

growth is to take place in services. Ac-

cording to CEDEFOP (2010), busi-

ness and other services will generate 

some 7 million jobs in the decade to 

2020, at which point services will ac-

count for almost three quarters of total 

jobs in the EU25. Medium and high-

skilled segments will account for the 

bulk of this employment growth, with 

some 16 million jobs for the tertiary 

educated created in 2010-20, and with 

another 3.5 million jobs to become 

available at the secondary education 

level during this period. According to 

findings from the European Commis-

sion (DG Employment, 2011), de-

mand is likely to persist in lower level 

occupations as well.6  

 

In sharp contrast to the European sce-

nario, MENA job markets are likely to 

remain unable to make full use of their 

labor assets. One in two people of 

working age (15-64 years old) does not 

have a job, and is either unemployed 

or not active in the labor market at all. 

MENA also has the lowest share of 

employed workforce among develop-

ing (and developed) regions.7 To meet 

labor force growth and absorb the 

large pool of unemployed, MENA 

would have to create nearly 5 million 

jobs per year until 2020. This is a diffi-

cult task, as job creation at the mo-

ment is barely keeping up with the 

growing labor force. Although unem-

ployment rates are falling, they remain 

excessively high with the young and 

educated particularly effected.8 The 

unemployment rate for young entrants 

to the labor force stands at 21% in 

MENA and 25% in North Africa. This 

especially is affecting medium and high 

skill levels, where labor needs in Eu-

rope are the greatest. Unemployment 

among tertiary educated workers is 

notably high in North African coun-

tries and has more than doubled in 

Tunisia over the decade to 2010.9 

Given the polarity and complementari-

ty of these labor market needs, Europe 

and MENA may appear to be a perfect 

match for labor market arbitrage, 

whereby MENA’s unemployed skilled 

workers meet the demand of European 

employers, and growing populations in 

MENA satisfy gaps left by increasing 

shortfalls on the European market. 

The likelihood of such a mutually-

beneficial pairing seems even greater 

when we consider MENA’s geograph-

ical and historical connections to Eu-

rope. MENA workers have benefited 

from the relatively close proximity of 

wealthy European economies, which 

generally has reduced migration costs. 

They also have moved along former 

colonial ties, thus minimizing the sig-

nificant linguistic and cultural barriers 

that usually face migrants. In 2000-03, 

the EU plus Norway and Switzerland 

had the second highest number of mi-

grants from MENA (42%), just behind 

the GCC and other Arab countries 

(45%).10 In 2000 more than half of 

North Africa’s migrants and about 

75% of Maghreb migrants were in EU 

countries. France was the primary des-

tination for these migrations, with 

more than 60% of Algerian and Tuni-

sian migrants located in the country.11  

Supply, demand and the makings of  a “win-win”, cont’d. 

“Given the polarity and 

complementarity of labor market 

needs, Europe and MENA  

appear to be a perfect match for 

labor market arbitrage.” 
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Timing, talent and how the “win-win” is far from guaranteed 

On closer inspection, however, a 

match up between Europe and MENA 

is not entirely clean. A major obstacle 

is Europe’s current economic climate, 

which would not be receptive of a pro-

posal to increase mobility among third-

country nationals. This is largely be-

cause migration has become a highly 

politicized subject during the ongoing 

euro-zone crisis, with unemployment 

hovering at 10.5% in the EU27, 22.9% 

among young (under 25 years old) Eu-

ropean workers, and 25% in such 

countries as Spain in 2012.12 Domestic 

solutions that simultaneously alleviate 

unemployment and respond to labor 

market shortfalls will remain the most 

attractive to European voters, particu-

larly since a few such options actually 

do exist. Europe could increase partici-

pation rates to those of other industri-

alized countries like Switzerland and 

the UK, increase the participation of 

women to levels comparable to that of 

men, and increase the participation of 

older segments of the labor force by 

raising the retirement age. So encour-

aging greater international labor mobil-

ity is not the first option for Europe to 

consider for tackling its impending 

demographic difficulties.13  

 



Timing, talent and how the “win-win” is far from guaranteed, cont’d. 

Why aligning a match up remains necessary 

Further complicating the case for in-

creased immigration, particularly from 

MENA’s perspective, is the fact that 

most of the region’s workers are likely 

to be ill-prepared for the higher skilled 

jobs that Europe will need the most. 

MENA countries still have not reached 

the level and quality of human capital 

seen in more dynamic emerging econ-

omies. Findings from the OECD and 

the Trends in International Mathemat-

ics and Science Study indicate that sec-

ondary school graduates in MENA are 

more likely to enter higher education 

with much lower cognitive skills than 

their peers in the OECD or South East 

Asia. Similarly, according to a UNDP-

UNESCO regional study (2005) that 

compared graduates and computer 

science university programs across 

several Arab countries and the US on 

the basis of standardized international 

tests, the average performance of Arab 

students was well below the general 

average observed among Americans. 

The university system in MENA needs 

attention too, as it tends to emphasize 

studies in the humanities and social 

sciences, at the expense of the tech-

nical, scientific and business training 

European employers value and need. It 

also fails to promote the inquiry-based 

learning, problem-solving, and critical 

thinking that most educated European 

workers receive before entering the job 

market. Combine this with the fact 

that young MENA workers often lack 

necessary technical skills, soft skills, 

and relevant professional experience, 

and it seems that the possibility for a 

true supply-demand match up is quite 

low at the moment.14  

 

Since it would be very difficult for a 

scenario of labor market arbitrage to 

arise organically, policymakers would 

have to take a concerted effort to de-

velop the necessary elements for mak-

ing such a scenario a reality. They also 

would have to act quickly. Europe is in 

high need of workers to fill widening 

gaps on its labor market, and MENA 

will require job opportunities for a 

growing labor force that it cannot ac-

commodate on its own. In order for a 

match up to be feasible, MENA work-

ers would have to be trained to Euro-

pean standards and possess the hard 

and soft skills that make them compet-

itive against other groups on the inter-

national labor market. Elevating the 

skill levels of these workers would take 

time, as would developing the institu-

tions necessary for providing this train-

ing. Thus aligning a match up would 

not be an automatic process, nor 

would it be easy.   

graphic crisis, since such responses 

cannot offer durable solutions on their 

own. Individually, measures to increase 

participation among the entire work-

force, women, and older segments 

would not provide nearly enough fire-

power to plug the gap of 66 million 

workers required by 2050. Implement-

ing all three measures together could 

have a considerably stronger effect. 

However, this is not entirely feasible, 

since it would require (among other 

difficult measures) lifting the retire-

ment age by about ten years, which is 

not likely to be welcomed. It also 

would do nothing to address the prob-

lem at the heart of the demographic 

crisis, which remains an aging Europe-

an population. So no matter what, Eu-

rope still will have to source workers 

from beyond its borders.15  

For MENA, increasing labor mobility 

would address unemployment pres-

sures while providing triggers for the 

implementation of necessary growth-

inducing reforms. This particularly 

would come by raising the standards of 

education and training so that they 

converge with those found in Europe. 

Doing this would provide more imme-

diate and long-term benefits. In the 

shorter term, it would facilitate the 

entry of MENA workers on the Euro-

pean job market. In the longer term, it 

would allow these workers to receive 

superior training during their time in 

Europe, increasing the possibility and 

impact of knowledge transfer if they 

return for work back home.  

The difficulties involved in encourag-

ing a scenario of labor market arbitrage 

between the two regions should not 

suggest that this is an impossible out-

come, nor should they make it seem 

that this is a project that is not worth 

pursuing. Orchestrating a match up 

would deliver crucial benefits to Eu-

rope and MENA, and its value should 

not be underplayed. For Europe, such 

an arrangement would provide a neces-

sary supplement to any domestic ef-

forts to combat the upcoming demo-

“The reality is that orchestrating a 

match up would deliver crucial 

benefits to Europe and MENA, 

and its value should not be 

underplayed.” 
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Orchestrating a scenario of labor mar-

ket arbitrage between Europe and 

MENA may not provide an easy solu-

tion to the challenges that the two re-

gions face. However, both have incen-

tives to undertake and facilitate this 

process in order to access benefits that 

currently remain locked. Complemen-

tary labor market needs already make 

Europe and MENA good candidates 

to exploit the comparative advantages 

that they offer one another. Most im-

portantly, intersecting histories and 

geography lay the groundwork for the 

cooperation required to ensure that 

this match up translates fully into a win 

for both sides. Aligning this match up 

will require immediate coordinated 

actions from the two regions. Other-

wise, the opportunities bound in this 

unique scenario may be lost forever.  

16 Gill and Raiser, 337. 
17 World Bank 2009, xxii-xxiii. 
18 Ibid, 84-86.  
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Conclusions 

The road ahead: how to make this valuable match 

 

tection, and create financial services 

that facilitate transnational invest-

ment.17  

 

For MENA significant investment 

would be required to raise the quality 

of education and training to meet Eu-

ropean standards. This would be best 

undertaken in close coordination with 

European policymakers, employers, 

and regulators to ensure that skills are 

developed in the specializations and to 

the levels that have value on the Euro-

pean market. MENA also may want to 

pursue partnership agreements with 

European countries (particularly at the 

sectoral level) to facilitate the place-

ment of its workers, in addition to cre-

ating incentives to encourage return 

home and to trigger virtuous circles of 

human capital investment.18 Over all, 

the region will have to invest consider-

able effort into increasing the competi-

tiveness of its workers, especially since 

In order to take advantage of the po-

tential win-win that sits before them, 

Europe and MENA need to take im-

mediate, deliberate and coordinated 

actions. For Europe, this means creat-

ing demand-driven immigration 

schemes that reflect those of the more 

successful immigration countries like 

Australia, New Zealand, Canada and 

the US. This requires implementing 

policies that focus less on political fac-

tors like family reunification, asylum 

and human rights, and more on the 

demands of employers and longer-

term assessments of skill shortages. It 

also demands that Europe become a 

better place to innovate, start a busi-

ness and reward risks. This can be ac-

complished by increasing the number 

of contestable jobs and reforming so-

cial safety nets.16 Finally, Europe 

would have to enhance its mechanisms 

that encourage migrant integration, 

improve the portability of social pro-

it  already faces competition from 

more-developed labor exporting mar-

kets, such as those in East Asia.  

 

Finally, change must take place imme-

diately, especially in MENA. As men-

tioned earlier, it will take time for 

MENA to devise and implement the 

reforms needed to raise training out-

comes to competitive standards. It will 

take even more time for policymakers 

to see returns on these actions, since 

training institutions will need to inte-

grate these changes into their curricu-

lums, and since students will require 

several years of education before they 

are ready for consideration by Europe-

an employers. Policymakers on both 

sides of the Mediterranean should act 

as quickly as possible to make sure that 

results are delivered sooner rather than 

later, and that this opportunity for a 

match up is not wasted.  
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