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Unemployment in Jordan: Causes and Possible
Solutions

Summary

This diploma thesis examines the unemployment situation in Jordan, delving into its
root causes, demographic disparities, and the impact of both public and private sectors
on employment rates. Central to this exploration is the construction and analysis of an
econometric model aimed at identifying the primary determinants affecting Jordan's
unemployment rates, focusing on variables such as real GDP growth, government
education expenditure, new business registrations, refugee populations, and significant

socio-political events.

The findings reveal that new business registrations, the refugee population, and
significant events significantly impact unemployment rates, underlining the importance
of entrepreneurship and the complex challenges posed by socio-political dynamics and
the refugee influx. Contrarily, real GDP growth and government education expenditure
are not significant determinants, suggesting that economic growth alone does not
guarantee employment creation, and that there is a mismatch between the education
system’s output and the labour market's needs.

Predictions for 2023-2030 suggest a gradual decrease in unemployment rates, reflecting
the potential effectiveness of economic recovery measures and job creation policies, yet
underscoring the need for comprehensive and sustained policy-making to tackle the
multifaceted nature of unemployment in Jordan. To combat these issues, the thesis
proposes several practical recommendations, including fostering investments in labour-
intensive sectors, reforming education and vocational training systems, supporting

entrepreneurship, and enhancing public-private sector collaboration.

These strategies aim for a multifaceted approach to reducing unemployment, enhancing
economic growth, and ensuring a resilient labour market capable of absorbing the
country's young and rapidly growing population. The thesis can serve policymakers in
Jordan and other similar economies to devise effective strategies addressing

unemployment and fostering economic development.
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AIMS

The primary target of this diploma thesis is to explore the unemployment situation in
Jordan. It aims to analyze the root causes, looking closely at various elements — with a
focus on socioeconomic trends — that may have significantly influenced the current

situation.

A significant portion of the study will be dedicated to analyzing the implications of
prolonged unemployment, particularly focusing on demographic disparities such as
youth unemployment, gender-based differences, and regional variations within Jordan.
This will provide a comprehensive picture of the affected groups and the unique
challenges they face. In addition, the role of the private sector will be explored to
determine its influence on employment rates and its potential to drive future job

creation.

The main aim is to construct an econometric model that will examine the
unemployment situation in Jordan, specifically focusing on the influence of variables
such as GDP growth, government education expenditure, the number of new businesses,
the refugee population, and the impact of significant events such as the Arab Spring and
COVID-19 pandemic. This model analyses how these factors impact Jordan's

unemployment rates.

Lastly, this thesis will not just highlight problems but also propose actionable, evidence-
based solutions. The aim is to find a long-term solution to reduce unemployment and

boost economic growth in Jordan.
The stated objectives can be divided into the following aims:

I.  Construct an econometric model that identifies the main factors determining

Jordan's unemployment rate.

Il. Based on the constructed econometric model, conduct a prediction of the
unemployment rate for the period 2023-2030.

1. Following the research conducted, propose specific recommendations to reduce

unemployment in Jordan.



Hypotheses

The set of hypotheses below was created to direct the research. These hypotheses aim to
explore different factors influencing Jordan's unemployment rate. By adopting this
systematic approach, it is aimed to examine the complex interactions between economic
growth, societal changes, and employment trends, offering a deeper insight into the

labour market's mechanics.

e H;: Real GDP growth is negatively correlated with the unemployment rate, with

higher economic growth leading to job creation and lower unemployment.

e H,: Higher government education expenditure is expected to correlate with
lower unemployment rates, under the assumption that better-funded education

systems improve job readiness and economic participation.

e Has: An increase in the number of new businesses registered indicates private
sector growth and is expected to be negatively correlated with the

unemployment rate, as new businesses can create new job opportunities.

e Hj: An increase in the refugee population in Jordan is posited to correlate with a
rise in the unemployment rate due to additional pressures on the job market,
potentially worsen by a parallel increase in informal employment, as refugees

may seek work outside the formal job market.

e Hs: Events such as the Arab Spring and the COVID-19 pandemic are expected
to show a positive correlation with the unemployment rate, reflecting the
negative impact these events had on the economy, particularly through the
downturn in certain sectors such as tourism, which is a significant source of

employment in Jordan.



METHODOLOGY

The diploma thesis is divided into two parts; a theoretical one in the form of a literature
review and an analytical one containing conducted analyses. The research draws from

the theoretical foundations of economic theory with a focus on unemployment issues.

To gain a comprehensive understanding of the unemployment landscape in Jordan, a
range of econometric and statistical methods are employed. These methods are critical
in interpreting data, which are primarily sourced from reputable institutions such as the

International Labour Organization and the World Bank.

The focus is on Jordan's unemployment rate, and how it is impacted by factors such as
real GDP growth, government education expenditure (% of budget), growth of the
private sector (new businesses registered), size of the refugee population, and shock
events represented by the Arab Spring and the COVID-19 pandemic. All indicators are
collected for the period 2006-2022.



CONCLUSION

This thesis embarked on a detailed exploration to understand the complex dynamics of
unemployment in Jordan, examining its roots, impacts, and viable solutions through a
methodical econometric model. The research aimed to construct a detailed model to find
out the key determinants impacting Jordan's unemployment rates, predict future

unemployment trends, and propose actionable strategies to tackle this long-term issue.

The econometric analysis revealed significant insights into the determinants of
unemployment in Jordan. It highlighted the critical role of new business registrations,
the refugee population, and significant socio-political events such as the Arab Spring
and the COVID-19 pandemic in shaping the unemployment landscape. These findings
underscore the importance of fostering an environment encouraging entrepreneurship,
effectively managing the integration of refugees into the labour market, and preparing

for the economic consequences of unpredicted global and regional crises.

Contrary to the initial hypotheses, the research found that real GDP growth and
government education expenditure do not significantly influence unemployment rates.
This suggests that while Jordan has experienced economic growth, it has not been
adequately labour-intensive to substantially reduce unemployment. Additionally, the
insignificance of government education expenditure as a determinant points to a
disconnect between the skills provided by the education system and the demands of the
job market. This misalignment emphasizes the need for a substantial reform in
education and vocational training systems to equip young Jordanians with the skills
required in the contemporary labour market.

The data presented above fulfilled the first aim; construct an econometric model

that identifies the main factors determining Jordan's unemployment rate.



The projections for unemployment rates between 2023 and 2030 highlight a path filled
with challenges and opportunities. The expected gradual decrease in unemployment
rates suggests an emerging phase of economic recovery and the potential effectiveness
of job creation policies. This outlook, however, is tempered by the unpredictability of
future trends. The near match between the predicted unemployment rate for 2023 and
the actual rate suggests the model's reliability in forecasting economic conditions within

Jordan's labour market.

By 2025, a noticeable decline in unemployment to 17.63% suggests positive effects of
economic recovery or job creation efforts. Yet, the forecasted rise in rates for 2026 and
2027 signals possible economic instability or challenges in maintaining job growth
momentum. The predictions for 2028 to 2030, with unemployment rates expected to
drop to pre-2016 levels, reflect an optimistic view of Jordan's economic policies and

structural reforms positively influencing the labour market.

These forecasts underline the complexity of addressing unemployment in Jordan and the
need for a sustained policy approach to achieve long-lasting reductions in
unemployment rates. The anticipated fluctuations in unemployment rates underscore the

critical need for resilient economic and labour market policies.

The data presented above fulfilled the second aim; based on the constructed
econometric model, conduct a prediction of the unemployment rate for the period
2023-2030.



The results and conclusions presented in this diploma thesis can serve officials of
Jordan, or other authorized persons addressing the issue of unemployment. Based on the
analysis and findings, a set of recommendations emerges to combat unemployment in
Jordan. These suggestions aim to stimulate job creation, enhance skills alignment, and

boost economic resilience.

First, investment in labour-intensive industries such as catering, leather, and textiles
should be encouraged to capitalize on their employment generation potential. The
industrial sector's significant workforce growth from 2011 to 2021 underscores this

opportunity.

Second, reforms in education and vocational training are needed to better align with job
market demands. This includes curriculum updates and quality improvements in
vocational training, emphasizing the collaboration between educational institutions and

the private sector.

Third, supporting entrepreneurship through better access to finance, regulatory
simplification, and incentives, especially for youth and women, can drive job creation.
Expanding microfinance, as evidenced by World Bank findings, could significantly

empower entrepreneurs.

Fourth, enhancing public-private partnerships to stimulate private sector growth and job
creation is critical. Drawing on successful models such as the IFC's initiatives can

provide a blueprint for fostering economic development.

Lastly, developing programs for refugee integration into the labour market, without
displacing local workers, is essential. Encouraging refugee entrepreneurship, through
dedicated support centres, can mitigate unemployment impacts and contribute to the

economy.

Implementing these strategies requires collabourative efforts from the government, the
private sector, educational institutions, and international organizations to achieve a

meaningful reduction in unemployment rates in Jordan.

The data presented above fulfilled the third aim; following the research conducted,

propose specific recommendations to reduce unemployment in Jordan.
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