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This policy brief examines how the European-Mediterranean (EuroMed)
partnership can empower Mediterranean (MED) youth to contribute to
achieving the Sustainable Development Goals (SDGs) through innovation, digital
transformation, green and renewable energy and inclusive economic policies.
The focus is on closing the youth skills gap, fostering youth entrepreneurship,
and promoting green jobs to address youth unemployment and integrate young
people into global value chains. 

Despite MED youth representing a significant portion of the population, there is
limited research on the role of the EuroMed partnership in fostering youth
employment through digitalization, entrepreneurship, and green jobs. This policy
brief fills that gap by providing empirical evidence and proposing targeted policy
interventions to align youth employment strategies with the SDGs, specifically
Goals 8 (Decent Work) and 9 (Industry, Innovation, and Infrastructure).  This
brief adopts an endogenous growth theory framework combined with an
unrestricted Panel Vector Autoregression (PVAR) model across five MED
countries (Egypt, Jordan, Morocco, Tunisia, and Turkey). The most striking result
of our empirical analysis is the complete absence of short-term causality
between youth employment and the set of studied variables, despite the
foundations of action emerging in the long term. Our policy implications focus
on promoting digital skills, entrepreneurship, and inclusive policies that foster
youth-led innovation and including mainly enhancing vocational training for
green jobs, integrating youth into decision-making processes, and promoting
startup ecosystems to drive sustainable employment.
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1. Executive Summary 
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Youth unemployment in Mediterranean countries remains persistently high, despite
periods of economic growth and structural reforms. Young people in the region
face challenges such as skills mismatch, inadequate access to digital technologies,
and limited opportunities for entrepreneurship. Furthermore, labor markets are
slow to respond to the growing demand for green jobs and opportunities presented
by digital transformation.

2. Introduction

The EuroMed partnership, designed to foster cooperation between Europe and
Mediterranean countries, offers a unique opportunity to empower youth as change-
makers, entrepreneurs, and leaders. However, current policy frameworks have yet
to fully tap into the potential of young people to drive innovation, contribute to
sustainable economic growth, and advance the SDGs.

Despite notable economic growth, structural barriers such as skills mismatch, low
female labor participation, and limited technological infrastructure impede
sustainable progress. The EuroMed partnership could help overcome these barriers
by fostering innovation, facilitating technology transfer, and promoting inclusive
economic policies. In alignment with the SDGs, this policy brief explores how the
EuroMed partnership can act as a catalyst for youth empowerment by aligning
regional strategies with global development objectives, particularly in the areas of
value chains, green and climate actions, digital transformation, and inclusive growth.

Innovation and digital transformation are often cited as crucial drivers of economic
growth and job creation in emerging economies. The digital economy has proven to
be a powerful tool for addressing youth unemployment by fostering new industries,
such as information and communication technology (ICT) and digital services, which
are essential for labor market integration. For example, Schwab's (2016) work on
the Fourth Industrial Revolution discusses the transformative potential of
digitalization in reshaping labor markets and creating job opportunities, particularly
for youth. 
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Similarly, the ILO’s report on "Global Employment Trends for Youth 2022" highlights
how advancements in technology can be harnessed to provide new avenues for
youth employment in the region. Digital skills are becoming a key determinant of
employability, especially in economies transitioning toward knowledge-based
industries. However, a significant barrier remains: the gap between the availability
of digital infrastructure and the skill sets of the young workforce, particularly in rural
areas and among disadvantaged groups.

Integration into Global Value Chains (GVCs) presents another viable pathway for
increasing youth employment. The work of Eichengreen and Gupta (2013) on
globalization emphasizes the importance of education and skills development for
participation in global markets. Their research underlines how Southern
Mediterranean countries can integrate more effectively into global value chains by
investing in human capital, thereby creating job opportunities for young people.
Tzannatos (2020) further explores the role of GVCs in generating employment
opportunities for youth. His research shows that sectors such as ICT, manufacturing,
and renewable energy, which are closely linked to global supply chains, offer
significant potential for job creation in the Southern Mediterranean region. By
increasing youth involvement in these industries, countries can not only reduce
unemployment but also foster economic resilience and competitiveness. Another
promising avenue for youth employment lies in the green economy. Investments in
renewable energy, energy efficiency, and other climate action initiatives can create
sustainable employment opportunities for youth. Research by Guriev and Melnikov
(2021) suggests that green technologies and climate policies are particularly
effective in generating jobs in industries such as renewable energy, which are labor-
intensive and can absorb large numbers of young workers.
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3. Mediterranean Context 

Youth unemployment remains a persistent issue in the Mediterranean region,
despite efforts at economic reform. Studies indicate that youth unemployment
rates are exacerbated by structural factors such as skills mismatch, limited access to
digital technologies, and underdeveloped entrepreneurial ecosystems. Countries
like Egypt, Jordan, Morocco, Tunisia, and Turkey continue to struggle with
integrating young people into the labor force, despite various international and
regional initiatives such as the EuroMed partnership. Research by Gatti et al. (2014)
highlights the informal labor market's substantial role in youth employment
challenges. The informal sector dominates these economies, limiting access to
stable and decent work for young people. This phenomenon is particularly
prevalent in North Africa, where informality often goes hand in hand with lower
productivity and underemployment.

This policy brief also explores how the integration of the EuroMed region into
global value chains and its focus on digitalization, can enhance youth participation
in the labor market. By investing in knowledge-based economies and promoting
inclusive policies, the partnership has the potential to create long-term employment
opportunities for young people in Mediterranean countries. The objective is to
assess how the EuroMed partnership can leverage its initiatives to address the
underlying barriers to youth employment, contributing to the broader SDGs,
particularly Goal 8 (Decent Work and Economic Growth) and Goal 9 (Industry,
Innovation, and Infrastructure). The following key questions are addressed: (i) How
can the EuroMed partnership foster youth employment through innovation and
digital transformation? (ii) What role can value chain integration and technology
transfer play in closing the youth skills gap? (iii) How can climate action initiatives
under the EuroMed partnership generate sustainable employment for the youth,
particularly in green industries? And (iv), what policy interventions are necessary to
enhance the inclusion of women and disadvantaged youth in the labor force?

The EuroMed partnership has the potential to further catalyze the green transition
by promoting investment in green technologies, supporting green job training
programs, and fostering collaboration on climate initiatives across the MED region.
This aligns with global efforts to achieve Sustainable Development Goals,
particularly SDG 8 (Decent Work and Economic Growth) and SDG 13 (Climate
Action). 
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The growth literature consistently underscores the need for comprehensive policy
reforms to address the structural barriers preventing youth employment in the
region. Chahoud et al. (2011) argue that skills development, aligned with the
demands of a green and digital economy, is crucial for unlocking youth employment
potential in the MED region. Additionally, policy measures must aim at improving
the inclusion of disadvantaged groups, particularly women and rural youth, who
face additional barriers to employment.

In this context, the EuroMed partnership can serve as a policy platform to address
these challenges through regional cooperation. By promoting technology transfer,
fostering entrepreneurship, and investing in human capital, the partnership can
enhance youth employability and contribute to sustainable inclusive growth in the
Southern Mediterranean region. Research on youth unemployment in the
Mediterranean has often focused on general economic or educational reforms,
without emphasizing the role of digital transformation, green industries, or
entrepreneurship in job creation. Key literature on employment and skills-to-jobs
matching highlights the problem but falls short of providing actionable, youth-
centered policy models. Furthermore, the potential of the EuroMed partnership to
serve as a catalyst for youth-led innovation and sustainable job creation in line with
SDGs is underexplored. Few studies have empirically analyzed how regional
initiatives like digital transformation and green jobs can bridge the youth
employment gap in the Southern Mediterranean countries.

06FEMISE POLICY BRIEF 9
December 2025



07

4. Approach and Results

We adopt a combination of endogenous growth theory and the PVAR
framework to assess how innovation and digital transformation can stimulate
youth employment. This policy brief focuses on five MED countries: Egypt,
Jordan, Morocco, Tunisia, and Turkey, providing an adequate representative
sample of the region. An unrestricted Panel Vector Autoregression and Vector
Error Correction models are employed to analyze data from 2000 to 2023. The
PVAR and PVECM models allow for the identification of dynamic relationships
between key variables such as youth employment, foreign direct investment,
innovation, digital transformation, renewable energy and green growth.

The theoretical approach of this policy brief is grounded in endogenous growth
theory  , which posits that economic growth is primarily driven by internal factors
such as innovation, human capital development, and knowledge accumulation.
This theory is particularly relevant for MED countries, where youth
unemployment remains high despite periods of economic expansion. The
EuroMed partnership, by promoting technology transfers and capacity building,
can stimulate endogenous growth by fostering entrepreneurship and increasing
the productivity of youth, particularly in sectors that benefit from digital
transformation and green technologies.

This policy brief also draws on the Global Value Chain framework to understand
how youth can be better integrated into regional and global markets through
enhanced participation in industries such as ICT, renewable energy, and
agriculture. By focusing on the digital economy and green value chains, the
EuroMed partnership can offer a pathway for youth empowerment and
economic inclusiveness. Given the multifaceted nature of youth unemployment
and the absence of a comprehensive macroeconomic growth model tailored
specifically to this issue, we employ a PVAR model. This approach is ideal for
analyzing complex and dynamic interactions between variables in the absence of
a pre-defined theoretical framework for youth unemployment.
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[1] For an extensive discussion of the literature see also Neaime (2000, 2004, 2008, & 2010, 2012,
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The key advantages of the PVAR approach include addressing endogeneity, as the
PVAR framework effectively manages the issue of endogeneity, where the
independent variables may be correlated with the error term. By treating all
variables as potentially endogenous, this methodology provides a more reliable
estimation of the relationships between variables. It also enables the identification
of both short- and long-run relationships, allowing us to examine immediate
(short-run) effects as well as delayed (long-run) impacts of various determinants
on youth employment, offering a more nuanced understanding of these dynamics
within the South Mediterranean region. Furthermore, by incorporating country
fixed effects, the PVAR model captures country-specific characteristics,
accounting for heterogeneity across countries, which enables us to isolate the
time-invariant factors that may influence the dynamics of youth employment in
each country.

The analysis incorporates a blend of knowledge-based economy pillars, key
macroeconomic variables, and indicators specific to innovation, digitalization,
green growth, and climate action. Youth Employment Rates serve as the primary
dependent variable, measured by the proportion of the youth labor force (ages
15-24) actively engaged in employment, providing a basis to evaluate how
different factors influence youth employment. Innovation and Digitalization
Indices are used as proxy measures for a country's capacity to absorb technology
and drive a digital economy, including indicators such as the Global Innovation
Index (GII) and ICT Development Index, which assess innovation capacity,
technological readiness, and ICT access. Foreign Direct Investment flows focus on
investments in sectors tied to digital transformation, knowledge transfer, and
renewable energy, which are vital for understanding the role of external
investments in creating youth employment opportunities in the digital and green
sectors. Climate Action Initiatives are captured by investments in green
technologies and the creation of green jobs, with indicators like the green growth
index, and renewable energy statistics assessing the impact of climate-related
investments on sustainable youth employment.
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The model also integrates the four Pillars of the Knowledge Economy, which include
Economic Incentives & Institutional Regimes, examining government policies,
regulatory quality, and business incentives; Education, focusing on literacy rates,
school enrolment, and tertiary education as proxies for human capital; Innovation,
capturing R&D expenditures, patents, and entrepreneurship driven by innovation;
and Technological Infrastructure, measured through ICT access, internet
penetration, and mobile network coverage. Additional macroeconomic variables
include Corruption, as measured by indices like the Corruption Perceptions Index,
reflecting governance quality; Openness, defined by trade-to-GDP ratios, showing a
country's integration into global markets; Private Sector Investment, representing
domestic investment in sectors that offer youth employment opportunities; and the
Human Capital Index, a composite measure that includes education, health, and
skills development.
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The empirical analysis focuses on yearly data covering the period from 2000 to
2023. The selected countries (Egypt, Jordan, Morocco, Tunisia, and Turkey) provide
a representative sample of the Southern Mediterranean region, each with distinct
economic structures and youth labor market challenges, and all involved in the
EuroMed partnership. 

The most striking result of our empirical analysis is the complete absence of short-
term causality between youth employment and the set of studied variables, despite
the foundations of action emerging in the long term as demonstrated by the impulse
response functions. This finding underscores the critical and stagnant nature of the
situation, with little hope for improvement unless rapid measures are taken to
enhance youth employability in the region over the long term. This result suggests
that deep reforms are urgently needed.



Green Transitions, Education
and Access Challenges

Additionally, investments in renewable
energy and sustainable industries are
shown to create numerous green jobs,
although skills mismatches may pose
short-term challenges. The policy brief’s
findings emphasized the importance of
aligning education and vocational training
with the demands of the labor market in
both green and digital sectors.
Furthermore, the research aimed to
uncover access issues in the labor market
for youth, especially for women and rural
youth, highlighting the need for targeted
support and interventions.

Absence of Short-Term
Causality

The most striking result of our analysis is
the complete absence of short-term
causality between youth employment and
the set of studied variables, despite the
foundations of action emerging in the long
term. This finding underscores the critical
and stagnant nature of the situation, with
little hope for improvement unless rapid
measures are taken to enhance youth
employability in the MED region over the
long term. This result suggests that deep
reforms are urgently needed.
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5. Conclusion

This policy brief examined how the EuroMed partnership can empower MED youth
to contribute to achieving the Sustainable Development Goals (SDGs) through
innovation, digital transformation, green and renewable energy and inclusive
economic policies. This policy brief has also explored the long-term effects of FDI in
knowledge-driven sectors and digital infrastructure across five MED countries,
demonstrating its positive impact on youth employment, particularly for skilled
individuals in ICT and digital entrepreneurship.
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Long-Term Interactions and
Structural Blockages

Another key observation concerns the
cointegration relationship between youth
employment, foreign direct investments,
technology indices, green growth
employment, renewable energy and green
growth indices. While these variables
have evolved together over the long term,
their short-term adjustments still show no
significant influence on youth
employment. This indicates that these
variables only have a long-term impact on
youth employment. The lack of short-
term causality clearly indicates that no
immediate change can resolve the current
situation. Our estimates thus confirm
significant dysfunctions and clear
blockages in the process of endogenous
growth in the MED region, as well as in
the potential for rapidly improving youth
employment creation.

FDI, Technology Transfer and
Growth Failures

The interactions identified between FDI
and technological variables are neither
surprising nor promising. While FDI has
contributed to technological transfer, it
has not led to the improvement of
technological infrastructures or the
dissemination of these technologies
throughout the MED economies. This
explains why endogenous growth has not
truly been initiated. It is likely that
technology was transferred by and for
international companies without
benefiting the local industrial fabric or
improving living conditions, which aligns
with the findings regarding trade
openness exacerbating corruption. These
findings reflect significant biases in the
economic policies, which fail to focus on
strategic industrial diversification or
competitiveness, essential for enhancing
market shares, particularly through
exports, and addressing poverty and
inequality. The overall evidence confirms
our intuition that the growth process is
malfunctioning, greatly harming MED
youth employment. The region appears
trapped in a form of underdevelopment,
where growth drivers fail to combine
effectively to create the virtuous circle
needed to improve overall productivity
and employment.
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Our empirical analysis has also pointed to the presence of several thresholds that
negatively affect the quality of growth and its capacity to generate sufficient, high-
quality jobs for young people. Theoretical and empirical studies on threshold effects
emphasize the complexity of growth mechanisms and the importance of multiple
factors. Without interactions among these factors, growth may not occur or may be
of poor quality. Based on our results, we can identify threshold effects related to
capital flows, trade openness, the socio-political environment, and the adoption and
diffusion of technology.

FDI, Human Capital and Investment Inefficiencies in

the MED Region
Considering capital flows and FDI’s impact on growth, we have already
explained that FDI is a major vehicle for technological innovation. However,
the effective application of transferred technologies requires a sufficient level
of human capital in the host country. In other words, the human capital stock
limits a country’s ability to absorb advanced technology. There is a strong
complementarity between FDI and human capital, as several studies show that
FDI is more productive than domestic investment when the host country
reaches a minimal threshold of human capital. Unfortunately, the MED region
has not yet achieved this level, which reduces the positive impact of FDI on
growth and employment. The inefficiency of FDI may also be linked to
observed distortions in the region, such as protectionist policies that misdirect
capital flows into sectors that do not align with the national economy’s
strengths but rather with strategic industrial policies. We established that
while FDI responds positively to improvements in private investment in the
short term, the overall level of private sector investment is still too low to
spark significant change. The underfunding of the private sector suggests that
growth has not provided the necessary means to develop financial structures.
The inefficiency of investments can be explained by suboptimal fund
allocation, with inefficiencies in the banking sector and a weak intermediation
process affecting investment productivity and growth.
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6. Implications & Recommendations

FEMISE POLICY BRIEF 9
December 2025



Regarding trade openness, its positive effects on growth are widely debated,
especially in developing countries. Our results confirm earlier findings (e.g.,
Shafaeddin, 1994), showing no positive impact of trade liberalization on
growth. Weaknesses in MED countries, combined with inappropriate
liberalization strategies, may have hindered the efficient reallocation of
resources, and the lack of positive externalities has prevented international
trade from benefiting economic growth. This is especially true for MED
countries with technological delays and a focus on low-value-added sectors.
We also empirically confirmed the negative effect of trade openness on
corruption, returning to the importance of the socio-political environment,
particularly the roles of institutions and the state. Theoretical and empirical
studies highlight that beyond economic frameworks, growth analysis must
include the political environment’s influence on growth dynamics, including
socio-economic structures, institutional quality, and regulatory frameworks.
Poor institutional functioning hinders both savings and entrepreneurship and
can lead to poverty traps, explaining the poor economic performance of MED
countries and other developing nations.

Economic policies and institutional performance are crucial to enabling catch-
up growth, which requires favorable conditions, such as strong institutions,
financing capacity, an investment-friendly climate, and a well-developed
human capital base. Without these factors, growth and development are
impeded. Several studies show that convergence and improvements in total
factor productivity growth are strongly correlated with a country’s initial level
of "social capacity" and that technical progress depends on specific institutional
factors.

Trade Openness, Institutional Failures and Growth

Barriers
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Policy Recommendations and Structural Barriers to
Green Job Creation

Furthermore, regional cooperation should be enhanced to create a more integrated
and resilient labour market. The Euro-Mediterranean Partnership should be
leveraged to facilitate labour mobility, knowledge transfer, and policy
harmonization. Trade agreements should incorporate binding labour clauses to
ensure that social upgrading accompanies economic integration. Additionally,
financial and technical support from the EU could be directed toward Southern
Mediterranean countries to build institutional capacity and support labour market
reforms.

To bridge the divide between Northern and Southern Mediterranean countries,
stronger economic and technological partnerships should be fostered. Northern
Mediterranean nations should support industrial upgrading in the South by
investing in higher-value industries and facilitating technology transfer. This can be
achieved through joint ventures, cross-border investment programs, and research
collaborations that enable Southern Mediterranean countries to move up the value
chain. Furthermore, multinational corporations from the North should engage in
fairer trade relationships with Southern partners, ensuring that labour conditions
are improved, wages are fair, and local suppliers are empowered to compete in the
global market. 

Another key recommendation is the establishment of regional innovation hubs that
integrate expertise from both North and South. These hubs could serve as
incubators for technology-driven businesses, providing access to funding,
mentorship, and international markets. Such initiatives would help reduce
dependency on low-skilled labour and encourage more diversified economic
development in the Southern Mediterranean.
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Phased Framework for Youth Employment Reform

Finally, we propose a phased approach to addressing youth employment
challenges as follows. To effectively tackle youth unemployment in the
Mediterranean region, policy interventions must be structured based on urgency
and causality, ensuring both immediate impact and long-term structural
transformation. This framework prioritizes short-term measures to address
pressing labor market challenges, medium-term strategies to establish sustainable
employment conditions, and long-term reforms to enhance economic resilience
and adaptability.
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1. Short-Term Priorities: Immediate Labor Market Access
and Institutional Reforms

Short-Term Priorities: Immediate Labor Market Access and Institutional Reforms:
In the short term, policies should focus on removing immediate barriers to youth
employment, particularly in the digital and green economies. Targeted digital skills
training programs, developed through public-private partnerships, should equip
young people with competencies in high-demand fields such as coding, data
analytics, and digital marketing. Concurrently, youth employment incentives—
particularly for small and medium-sized enterprises (SMEs)—can stimulate job
creation, while digital job-matching platforms can enhance labor market efficiency.

Governance reforms are also imperative. Enhancing trade and foreign direct
investment (FDI) transparency by streamlining administrative procedures and
establishing clear regulatory frameworks will attract foreign capital while ensuring
that investment translates into local job creation. These measures will not only
improve youth employment prospects but also strengthen economic stability in the
short run.
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2. Medium-Term Strategies: Building Sustainable
Employment Foundations

Medium-Term Strategies: Building Sustainable Employment Foundations: Beyond
immediate interventions, medium-term policies should establish the conditions for
sustainable job creation. Labor market flexibility reforms, including adjustments to
temporary contracts, skills certification, and job mobility regulations, will facilitate
smoother school-to-work transitions. Formalizing the informal sector is equally
critical, as it will provide young workers with social protections and enhance job
security. Regional trade agreements and FDI strategies should be leveraged to
integrate foreign investments more closely with domestic labor markets. These
agreements must incorporate provisions for technology transfer, capacity building,
and youth-focused training programs to ensure that investment inflows translate
into long-term employment benefits. The transition to a green economy should
also be prioritized. 

Sector-specific policies, including incentives for renewable energy, green
manufacturing, and sustainable agriculture, will create new employment
opportunities while promoting environmental sustainability. Public-private
partnerships should play a central role in financing and implementing green
infrastructure projects, ensuring that youth are positioned to benefit from the
expanding green job market.



17FEMISE POLICY BRIEF 9
December 2025

3. Long-Term Reforms: Structural Transformation and
Workforce Resilience

Long-Term Reforms: Structural Transformation and Workforce Resilience: Long-
term policy efforts must focus on systemic reforms to align the workforce with the
evolving demands of digital and green economies. A comprehensive overhaul of
education systems is essential, with a strong emphasis on STEM education,
entrepreneurship, and critical problem-solving skills. Investments in vocational
training programs, tailored to labor market needs, will ensure that young people
are equipped for future employment trends. Institutional capacity must also be
strengthened to foster technological diffusion and innovation ecosystems.
Governments should enhance research and development (R&D) investments,
promote collaboration between universities and industry, and support local
entrepreneurs with access to advanced technologies. Establishing technology hubs
and innovation clusters will create an enabling environment for youth-led
economic transformation. 

Finally, a full-scale green economy transition should be pursued through public
investments in renewable energy, waste management, and sustainable agriculture.
The development of a specialized green skills ecosystem will be vital to preparing
youth for emerging opportunities in sustainable finance, environmental
technology, and climate adaptation sectors. By structuring policy
recommendations into short-, medium-, and long-term strategies, Mediterranean
countries can adopt a phased approach to reducing youth unemployment while
fostering inclusive and sustainable economic growth. This sequencing ensures that
immediate interventions address urgent labor market challenges, while medium-
and long-term reforms build a resilient and future-ready workforce. Through digital
transformation, FDI integration, and green growth initiatives, policymakers can
create a dynamic employment landscape that effectively responds to both current
and future labor market demands.
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