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EXECUTIVE SUMMARY 

The objective of this study is to provide the background material needed for the 

employment policy review of the Republic of Cyprus.  

The study describes the labour market institutions and the employment and labour market 

policies which underlie decisions made by individuals and labour market units (e.g. firms 

and unions) regarding formal education, vocational training, labour force participation, 

search for jobs etc. Relying largely on official statistics, labour market outcomes such as 

employment, hours worked and wages earned, vacancies and unemployment are described 

and detailed breakdowns of these outcomes by attributes such as gender, age, educational 

attainment, and region are provided.  

The discussion of labour market outcomes is placed in the wider context of the 

macroeconomic outlook for the Republic of Cyprus. This includes a historical review of 

international trade and tariff policy, public finance and taxation policy, inflation and the 

control of the financial system, as well as structural changes in the economy at large.  

Since its inception in 1960 and despite the traumatic setback of the Turkish invasion in 

1974, the Republic of Cyprus has achieved and maintained very healthy macroeconomic 

indicators. Its labour market performance has been particularly impressive, especially in 

comparison with EU member states, let alone candidate, countries. Between 1985-98, the 

cumulative sum of real rates of pay increases was 71.1%, implying an average annual rate 

of increase of 3.9%. This performance is very impressive.  

Over the same period, employment grew substantially and, despite the relative wage 

increases for women, the percentage of employment held by women grew while that held 

by men fell. The overall participation rate was steady with that for women rising by about 

five percentage points and that for men falling by about six percentage points. In 1998, the 

overall unemployment rate was 3.4%, or roughly one-third that for EU countries as a 
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whole. Indeed, the strength of the economy was such that, in 1998, it supported over 

20000 foreign workers, mostly in low-skilled activities.  

This strong employment picture was not achieved at the expense of high inflation. The 

inflation rate in 1997 was 3.6% and in 1998 it was 2.2%. It must be noted, however, that, 

beginning with 1996, EU countries are now achieving lower inflation rates, a fact that 

poses a challenge for economic policy in Cyprus. 

This challenge is particularly troubling at a time when fiscal policy aims, in part because 

of the need to harmonise to fiscal policies prevalent in the EU, to shift the relative burden 

of taxation from direct to indirect taxation. The Value Added Tax increased from 8% to 

10% and is expected to rise to 15% by the date of accession. A gradual adjustment of 

excise duties on minerals, spirits and tobacco products is also planned to the minimum 

rates prescribed by the acquis. The government is discussing the possibility of modifying 

the hitherto full indexation of nominal wages to Consumer Price Index increases to avoid a 

flare-up in inflation.  

The attainment of lower inflation would be facilitated by tighter fiscal policy. Two issues 

are noteworthy. First, the proportion of employment in the broad public sector was held 

steady and higher earnings in that sector are to a large extent explained by superior 

productivity characteristics. More skills, productivity and adaptability will be required of 

public service employees during the process of accession, all of which limit the extent to 

which economies can be achieved in the budget for the public service. Second, there has 

been an increase in military spending due to the continued occupation of part of the island 

by Turkey. Accession may ease the strains on the military budget, thereby making it easier 

to reduce the fiscal deficit and to achieve better inflation performance.  

The road to membership in the EU is paved with restructuring challenges, some of which 

must be faced even without the accession process. The skill premium in wages is a 

worldwide phenomenon and the growth in real wages achieved over the period 1985-98 is 

more likely to continue if the economy intensified its restructuring efforts into the high-
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skill sector. This suggests that new technologies and service-delivery mechanisms need to 

be identified early enough for necessary training and re-training to take place.  

The provision of services such as law and order, regulation, education, basic health care, 

and the creation of infrastructure (roads, sanitation etc.) underpin all economic activity and 

represent hidden costs. These costs are more effectively covered when used to support 

high-wage activities, as these activities generate higher tax receipts.   

The reliance on tourism has served the country well and tourism will continue to be a 

major source of foreign currency earnings. Nevertheless, it has intensified the need for 

low-skill personnel, much of which cannot, apparently, be obtained locally.  

Harmonisation extends well beyond the need to streamline employment legislation with 

EU structures. Interest rates and financial markets will be liberalised and restrictions on 

capital flows abolished. Environmental quality needs to be monitored and EU standards 

imposed. These substantive actions will be taken and digested as domestic enterprises 

adapt further to globalisation and the information technology revolution. 

Thus, the challenges that lie ahead have more to do with the public finances and the 

macroeconomic environment, the process of globalisation and restructuring, environmental 

control and accession itself than with any deficiencies in the functioning of the labour 

market.  
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1.  INTRODUCTION 

1.1 The objectives of the study 

The objective of this study is to provide the background material needed for the 

employment policy review of the Republic of Cyprus.  

The study describes the labour market institutions and the employment and labour market 

policies which underlie decisions made by individuals, firms and unions regarding formal 

education, vocational training, labour force participation, and search for jobs etc. Labour 

market outcomes such as employment, hours worked and wages earned, vacancies and 

unemployment are described and detailed breakdowns of these outcomes by attributes 

such as gender, age, educational attainment, and region are provided.  

The discussion of labour market outcomes is placed in the wider context of the tripartite 

system that involves employers and their organisations, unions and the government. 

Moreover, the analysis of the labour market is considered in the context of the broader 

macroeconomic outlook for the Republic of Cyprus. This includes a historical review of 

international trade and tariff policy, public finance and taxation policy, inflation and the 

control of the financial system, as well as structural changes in the economy at large.  

1.2 Methodology 

This study relies on official statistics produced by various government departments in the 

Republic of Cyprus. In most cases, only minimal processing of officially released data was 

needed in order to focus on the issues of particular interest. In some cases, official survey 

data had to be substantially processed in order to produce the required information. For 

this purpose, data manipulation and analysis were carried out using statistical and data 

processing software as well as programmes for tax analysis written for the purpose. Where 

no information was publicly or readily available on matters of crucial importance, resort 

was sought to unpublished sources made available by the Department of Labour and the 
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Planning Bureau. In a number of cases clarifications were obtained from members of these 

organisations. In addition, a number of meetings were held with officials from the 

Department of Labour and from the Planning Bureau. During these meetings, the planning 

and execution of this report were discussed and valuable exchange of views on points of 

both substance and detail occurred.   

1.3 General comments on the literature and data sources 

While official data on the economy of the Republic of Cyprus and its labour market in 

particular are generally good, very few studies have been published and are available in 

the public domain. Some of these, e.g. Jennies (1962), Meyer (1962), and House (1984) 

are very dated and of little contemporary relevance. Studies by Christofides and Pashardes 

(1999, 2000) make highly specialised, statistical, use of the Family Expenditure Survey of 

1990/91 and were used to inform our discussion. Other useful material is available in a 

number of government documents and publications - see the Bibliography.  

Most of the information used in this study derives from work carried out mostly at the 

Department of Statistics and Research (DSR), Republic of Cyprus. This includes the 

Labour Statistics for the years 1992 until 1998 and selected tables from the forthcoming 

edition of Labour Statistics for 1998, the Census of Establishments 1995, the Family 

Expenditure Surveys of 1990/91 and 1996/97, the Demographic Report 1997, the 

publication Historical Data on the Economy of Cyprus 1960-91, and several editions of the 

National Accounts. DSR officers also provided most of the population statistics. Important 

statistical information is also released by the Planning Bureau and the Ministry of Labour 

and Social Insurance. The former is responsible for the annual publications Economic 

Outlook and Economic Indicators, which are used in this study. The latter provided some 

of the most recent statistics on employment and unemployment used in the study and, also, 

statistics regarding the employment services in Cyprus. The Human Resource 

Development Authority (HRDA) was a valuable provider of statistics on training and data 

on trainees in the various in-company training programmes. Some of these statistics were 
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derived from the Annual Report published yearly by the HRDA. Some others were derived 

from special publications issued by the HRDA regarding Small and Medium Enterprises 

(SMEs) in Cyprus and vocational guidance in Cyprus.  

The published and statistical sources mentioned above were generally used without resort 

to complex statistical procedures.  
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2. GENERAL MACROECONOMIC TRENDS 

2.1 Economic growth  

The Republic of Cyprus became an independent state in 1960, following over eighty years 

of British rule. Since then, its economy has experienced a satisfactory rate of growth 

interrupted only by the inter-communal troubles in 1963-64, the Gulf war in 1991, and, 

most importantly, the Turkish invasion in 1974. 

Table 2.1.1 presents the average growth rate of real GDP in Cyprus from 1960 to 1998, the 

last year for which official statistics are available. This period is broken down into five 

sub-periods, showing the catastrophic impact of the Turkish invasion on the economy 

during 1974-75, the remarkable recovery during 1976-78, the more normal period of 

growth during 1979-96 and the slow-down of the economy during 1997-98. The table also 

presents, for comparative purposes, the average growth rates of GDP in developed and 

developing countries. Until recently, and, with the exception of the period of the Turkish 

invasion (1974-75), Cyprus experienced stronger economic growth than other countries. 

During the period 1997-98, the average growth rate of the economy declined somewhat, 

though it remained above the average annual growth rate of developed countries.  

Table 2.1.1: Real GDP growth rates for Cyprus and other countries (1960-98) 
Time period Cyprus Developed countries Developing countries 

Whole period: 1960-98 5.6   - - 
Pre-invasion: 1960-73 7.4 4.9              - 
Invasion period: 1974-75 -17.9 -0.1a              - 
Recovery period: 1976-78 13.9 4.4 5.4 
Post-invasion: 1979-96 5.7 2.5b  4.7b 

Last period: 1997-98 3.8 2.6 4.3 

Source:  Department of Research and Statistics, ΟECD and authors’ calculations  
 a Refers to the period 1973-75       

b Refers to period 1978-96 

Table 2.1.2 shows the average annual growth rates of the demand components of GDP 

over the same period. During the pre-invasion period (1960-73), most components of GDP 

showed very robust growth: Investment grew at 11%, private consumption at 7.3%, while 
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imports and exports grew at 10.4% and 10.2% respectively. By contrast, government 

consumption increased very modestly by 1.5%.  

Table 2.1.2: GDP component real growth rates for Cyprus (1960-98) 

Time period Investment Private 
Consumption Imports Exports Government 

Consumption 
Whole period: 1960-98 7.0 5.8 7.0 8.1 5.0 
Pre-invasion: 1960-73 11.0 7.3 10.4 10.2 1.5 
Invasion period: 1974-75 -29.9 -15.2 -21.3 -25.2 11.0 
Recovery period: 1976-78 30.1 15.3 26.3 24.8 5.8 
Post-invasion: 1979-96 5.1 5.7 6.9 8.3 6.6 
Last period: 1997-98 -3.9 4.9 2.8 -0.4 5.5 

Source: Department of Statistics and Research and authors’ calculations. 

The data for the years involving the Turkish invasion (1974-75) reflect the destruction it 

brought as well as the loss of an important segment of the economy of the Republic of 

Cyprus. Private investment plummeted, consumption decreased by 15.2%, and imports 

and exports declined by 21.3% and 25.2% respectively. By contrast, government 

consumption increased dramatically (11.0%) in order to finance the basic needs of 200,000 

refugees and general reconstruction. The economy recovered very quickly after the 

invasion with most of the macroeconomic indicators returning to their normal levels in a 

short period of time. Nevertheless, the invasion and its effects raised expectations about 

the role of government. The continuing occupation of nearly 40% of the territory of the 

Republic of Cyprus by the Turkish army increased feelings of insecurity and led to a large 

increase in military spending. These twin effects have left a legacy on public spending to 

which we return below.  

2.2 Structural changes 

During the last four decades, the economy of the Republic of Cyprus experienced very 

substantial structural changes and it is very different today than it was at its inception. 

Table 2.2.1 shows the secular changes in the growth rates of the three main sectors of the 

economy, viz. primary (agriculture, animal husbandry, fishing, mining, and quarrying), 
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secondary (manufacturing, electricity and construction) and tertiary (hotel and restaurants, 

retail and wholesale trade, transport, communications, financial services, insurance, real 

estate, and miscellaneous services). It is differences in these growth rates that, over time, 

have led to the restructuring mentioned above. The primary sector, which during the early 

1960s, formed one fourth of the economy and employed more than 45% of the 

economically active population, grew extremely slowly relative to other sectors. Over the 

period 1960-98 it grew at an average annual rate of 2.5%, a rate that declined to -1.6% 

during the period 1997-98. Thus, by the late 1990s, the share of this sector in GDP was 

around 4.5% and its share in employment less than 10%.  

Table 2.2.1: Annual sectoral real growth rates (1960-98) 
Secondary Tertiary 

Period 

 

Primary Manufact. 
&Electricity

Const-
ruction Tourism* Other 

Services 
Total 

Whole period: 1960-98 2.5 5.5 5.4 10.1 6.1 5.6 
Pre-invasion: 1960-73 4.8 10.3 9.7 10.4 7.0 7.4 
Invasion period: 1974-75 -9.7 -17.8 -36.3 -32.0 -12.9 -17.9 
Recovery period: 1976-78 5.9 12.9 37.5 22.4 11.7 13.9 
Post-invasion: 1979-96 2.2 3.8 2.4 12.8 6.8 5.7 
Last period: 1997-98 -1.6 1.8 -3.0 6.2 5.2 3.8 

Source: Department of Statistics and Research and authors’ calculations. 
* Tourism refers to the sector of Hotels and Restaurants. 

By contrast, the tertiary sector grew faster than all other sectors and very much faster than 

the primary sector. Much of this growth was due to the growth in tourism, which grew 

faster than other services. The respective growth rates, over the entire period of 1960-98, 

were 10.1% and 6.1%. In light of the strong growth in the tertiary sector, its share in GDP 

grew from 52.3% in 1961 to 73.5% in 1998 and its employment share among the 

economically active population from 31.3% in 1961 to 67.2% in 1998 (Table 4.2.1). Since 

the late 1980s, the tourist sector accounts for around one fifth of the total economic 

activity in the island.  

The manufacturing sector (food industries, wearing apparel, furniture, chemicals, metals 

and non-minerals etc.) expanded significantly during the pre-invasion period (10.3%). It 

rebounded, following the invasion, aided by the measures of protectionism that were 
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adopted as part of the general attempts for economic reconstruction. However, its growth 

rate has been lower than that for services and, by the end of the 1990s, the manufacturing 

sector declined to 10.9% of GDP from 19.6% in 1978.  

The construction sector grew substantially, after the Turkish invasion, mainly in response 

to the housing needs of the refugees and the need to re-build the economic and social 

infrastructure. This sector also benefited from the growth of the tourist sector.  

The restructuring away from agriculture is a widely seen phenomenon, which stems from 

the dramatic improvements in agricultural production methods and technology. The 

ascendancy of services at the expense of manufacturing may be linked to globalisation, 

which has tended to transfer manufacturing capacity to low-cost developing countries. In 

these respects, developments in Cyprus are similar to the experience of developed 

countries in Europe and North America. 

2.3 Employment and unemployment 

The rapid economic growth of the economy led to an increase in gainful employment, 

from 135000 individuals in 1975, comprising 68.1%1 of the labour force, to 287500 

individuals in 1998, comprising the 92.8% of the labour force. The increase in the 

gainfully employed occurred mainly in the service sector, whereas employment in the 

primary sector declined substantially. Manufacturing experienced some increase in 

employment until 1993, after which point employment in this sector declined. 

Employment in the construction sector increased dramatically after the Turkish invasion 

(between 1975-80) and has remained at high levels ever since. Employment is analysed in 

greater detail in Chapter 4. 

                                                 
1 The 1975 proportion of gainful employment in the labour force is, at 68.1%, exceptionally low because of 
the high unemployment rate immediately after the Turkish invasion. 
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Unemployment in Cyprus has never been as high as in most European countries with the 

exception of the period immediately after the Turkish invasion, when the unemployment 

rate reached almost 29% for the second half of 1974. However, this period was short-lived. 

The subsequent high growth rate of the economy soon led to a dramatic reduction in the 

unemployment rate, which stood at 3.1% in 1977. Unemployment has since remained at a 

very low level. As shown in Table 2.3.1, the unemployment rate in Cyprus has been well 

below the European average over the period 1985-98.  

Table 2.3.1: Unemployment rates in Cyprusa and in the EUb countries  
Countries 1985 1990 1991 1994 1996 1997 1998 
Cyprus 3.3 1.8 3.0 2.7 3.1 3.4 3.4 
EU countries 9.9 7.7 8.2 11.1 10.8 10.6 10.0 

Belgium 10.3 6.7 6.6 10.0 9.7 9.4 9.5 
Denmark 7.1 7.7 8.4 8.2 6.8 5.6 5.1 
Germany 7.2 4.8 5.6 8.4 8.9 9.9 9.4 
Greece 7.0 6.4 7.0 8.9 9.6 10.0 11.6 
Spain 21.6 16.2 16.4 24.1 22.2 20.8 18.8 
France 10.1 8.9 9.5 12.3 12.4 12.3 11.7 
Ireland 16.9 13.4 14.8 14.3 11.6 9.8 7.8 
Italy 8.5 9.1 8.8 11.4 12.0 12.1 12.2 
Luxembourg 2.9 1.7 1.7 3.2 3.0 2.8 2.8 
Netherlands 8.3 6.2 5.8 7.1 6.3 5.2 4.0 
Austria 3.6 3.2 3.4 3.8 4.3 4.4 4.7 
Portugal 8.7 4.6 4.0 7.0 7.3 6.8 5.1 
Finland 6.0 3.2 6.6 16.6 14.6 12.7 11.4 
Sweden 2.9 1.7 3.1 9.4 9.6 9.9 8.3 
UK 11.5 7.0 8.8 9.6 8.2 7.0 6.3 

Sources: a  Department of Statistics Research, Labour Statistics. 
b  European Communities, Employment in Europe 1999, 1999 (Figures for Germany 

and EU prior to 1991 exclude the new German Länder). 

Despite the rosy picture for unemployment in the official statistics, there may be some 

reasons for concern with the recent performance of the economy in this regard. The 

increased government deficits in recent years may have helped keep the unemployment 

rate lower than would otherwise have been the case and the slight increase in the 

employment share of the broad public sector over the years 1996-98 (Table 4.3.1) implies 

that unemployment in the private sector has worsened somewhat. Also, more than 70% of 

the unemployed in Cyprus have secondary education and 20% of them are university 

graduates (Table 6.4.1). It follows that unemployment in Cyprus is more wasteful of 
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human capital investments than is the case in countries where the unemployed are mostly 

unskilled workers. 

2.4 Inflation 

With the exception of 1974, when, in the aftermath of the Turkish invasion, the inflation 

rate reached the highest ever-recorded level of 16%, the Republic of Cyprus has never had 

a serious inflation problem. Indeed, the inflation rate generally declined throughout the 

1990s. However, as Table 2.4.1 shows, since 1996, the EU countries have achieved lower 

inflation rates than Cyprus and in 1998, the inflation rate in Cyprus was not more than 1.5 

percentage points above the average inflation rate of the three best-performing EU 

countries, i.e. Cyprus did satisfy the EMU criterion in that year. 

Table 2.4.1: Inflation rate in Cyprusa and in the EUb countries (1985-98) 
Countries 1985-90 1990-94 1994-95 1995-96 1996-97 1997-98 
Cyprus 3.2 5.1 2.6 3.0 3.6 2.2 
EU countries 4.3 4.1 3.0 2.5 2.1 1.7 

Belgium 2.1 2.7 1.5 2.0 1.6 1.0 
Denmark 3.9 1.9 2.1 2.1 2.2 1.9 
Germany 1.4 4.0 1.8 1.5 1.8 0.9 
Greece 17.4 15.1 9.3 8.5 5.5 4.8 
Spain 6.5 5.3 4.7 3.6 2.0 1.8 
France 3.1 2.3 1.7 2.0 1.2 0.7 
Ireland 3.3 2.5 2.6 1.7 1.5 2.2 
Italy 5.7 5.0 5.2 3.9 2.1 1.9 
Luxembourg 1.7 3.0 1.9 1.4 1.4 0.9 
Netherlands 0.8 3.1 1.9 2.1 2.3 2.0 
Austria 2.2 3.5 2.2 1.9 1.3 1.0 
Portugal 11.3 7.9 4.1 3.1 1.8 2.8 
Finland 5.0 2.6 1.0 0.6 1.2 1.4 
Sweden 6.2 4.6 2.5 0.5 0.5 -0.2 
UK 5.9 3.4 3.4 2.4 3.2 3.4 

Sources: a  Department of Statistics Research, Labour Statistics.  
b  European Communities, Employment in Europe 1999, 1999 (Figures for Germany 

and EU prior to 1991 exclude the new German Länder). 

A noteworthy feature of the economy of Cyprus, concerning the control of inflation, is the 

state control of the financial system: The Central Bank of Cyprus is not independent, there 

are strict exchange controls in place, and a 9% ceiling on the rate of interest applies. 

Inflation is controlled mainly with loan restrictions imposed by the central bank. Because 
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the state finances its deficits inter alia by borrowing from the central bank, fiscal deficits 

put upward pressure on the money supply and create inflationary pressures, as suggested 

in the Figures 2.4.1 and 2.4.2. Nevertheless, inflationary pressures have been successfully 

contained because of the ability of the Central bank of Cyprus to control borrowing by the 

private sector. 

These idiosyncrasies of the economy of the Republic of Cyprus are now under intense 

discussion and it is widely appreciated that changes must be made in the interests of 

harmonising with the EU.  

Figure 2.4.1: Rate of change of the Consumer Price Index (1974-98) 
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 Figure 2.4.2: Fiscal deficit (1974-98) 
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Source : Department of Statistics and Research, Economic Report 1995-98.  
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2.5 External trade 

In recent years, exports and imports of goods increased significantly, helped by the 

Customs Union Agreement with the EU which started in 1987 and was completed ten 

years later. However, as seen in Table 2.5.1 (first column) imports grew at a higher rate 

than exports and, as a result, the deficit in the trade account increased over time. In 1998 

and 1999, the trade account deficit stood at approximately CYP1300 million.  

The negative developments in the trade account over the post-invasion period have been 

counterbalanced by positive developments in the ‘invisibles’ trade, especially tourism. As 

noted earlier, the tourist sector in Cyprus grew dramatically since the late 1970s. As seen 

in Table 2.5.1, earnings from tourism have been financing nearly all the deficit in the trade 

account, resulting in a lower current account deficit than would otherwise be the case.  

Table 2.5.1: Current Account categories in millions CYP (1990-99) 

Year Trade balance  Tourism receipts Current account 

1990 -760.8 573.0 -9.4 
1991 -781.9 476.0 -32.5 
1992 -1092.1 694.0 -133.5 
1993 -794.0 696.0 50.8 
1994 -897.6 810.0 66.0 
1995 -989.2 810.0 -77.3 
1996 -1070.3 780.0 -220.6 
1997 -1099.1 843.0 -169.9 
1998 -1287.8 878.3 -314.4 
1999 -1267.1 1022.0 -133.0 

Source: Planning Bureau, Economic Indicators, 1999. 

The increased reliance of the economy of Cyprus on foreign currency earnings from 

services goes hand in hand with the re-structuring away from agriculture and 

manufacturing noted earlier. What singles out the Cyprus economy from other rapidly 

developing countries is its reliance on tourism. Policy strands that have been discussed in 

the country include an attempt to improve the quality and reduce the seasonality of 

tourism.  
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2.6 Public finances  

During the period 1960-73, prior to the invasion, the government budget was on average in 

surplus to the extent of 0.4% of GDP. Public debt was also low, at only 6.7% of GDP. 

Following the invasion of 1974, the government attempted to curtail unemployment and 

rebuild the infrastructure lost as a consequence of the Turkish invasion in 1974 and the 

subsequent occupation of a large part of the island. As Figure 2.6.1 shows, this 

expansionary fiscal stance continued for many years and, by 1998, public spending had 

reached 37% of GDP.  

Figure 2.6.1: Total public spending as a proportion of GDP (1974-98) 
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Sources:  1974-89: Department of Statistics and Research, Historical Data on the Economy of 

Cyprus 1960-91. 
 1990-98: Planning Bureau, Economic Report 1995-98. 

Increased public spending led to higher taxation and, despite this, a rising public debt. 

Public revenues increased from 19% of GDP in 1977 to 31.5% by 1998. Interest payments 

on the expanding public debt also increased: In 1977, interest payments were just over 1% 

of GDP, but, by 1998, this figure had increased to 5.7%. In 1998, the public debt was 

59.6% of GDP. However, when intra-governmental debt is taken into account, this figure 

increases to 94.7% of GDP.  
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The fiscal deficit in 1998 was 5.5% of the GDP. Thus, the high fiscal deficit and public 

debt are, now, among the most serious problems facing the economy of Cyprus and 

present serious challenges in the road for accession to the EU. As noted earlier, the fiscal 

concerns can be traced back to the Turkish invasion. It placed great strains on the 

government which had to move quickly to house the large number of refugees and rebuild 

the infrastructure destroyed, or lost, as a result of the invasion. A related, long-term, 

problem has been the insecurity engendered by the invasion, the consequent increase in 

military spending, and the implied structural strain on the public finances.  

It is worth pointing out that the government’s proposal for de-militarisation in the context 

of a comprehensive solution to the Cyprus problem would have the favourable by-product 

of reducing military expenditures and putting the country’s public finances on a healthier 

basis.  
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3. WAGE STRUCTURE, SOCIAL SECURITY AND TAXES 

3.1 The pay structure  

In 1998, the average monthly pay per employed person was CYP720 (USD1393) in 1997 

prices. As shown by Table 3.1.1, however, the rates of pay differ considerably between 

men and women and, although they increased faster for women than men, in 1998 men 

still had a 36% higher real rate of pay than women. Note that over the period 1985-90 

there has been a substantial increase in the dollar value of the Cyprus pound strengthening 

the international purchasing power of real earnings.  

Table 3.1.1: Average monthly rates of pay in CYPa (1985, 1990-98)  
Nominal Realb Year 

Total Men Women Total Men Women 
Exchange Rate

(USD/CYP) 
1985 329 384 243 516 603 381 1.6411 
1990 450 582 349 605 783 469 2.1892 
1991 497 577 379 636 739 485 2.1599 
1992 544 630 418 654 757 503 2.2215 
1993 593 686 458 680 786 525 2.0098 
1994 637 737 493 697 807 540 2.0368 
1995 648 738 521 691 788 556 2.2115 
1996 669 759 546 693 786 566 2.1450 
1997 708 797 583 708 797 583 1.9467 
1998 736 831 610 720 813 597 1.9353 

Source: Department of Statistics and Research, Labour Statistics 1998. 
a Figures pertain to wage and salary earners combined and refer to October of each year. Data for 

1995 were revised using the new weights from the Census of Establishments 1995. 
b  Deflated with the yearly average consumer price index, 1997=100. 

Using micro data from the Family Expenditure Survey (FES) 1990/91, Christofides and 

Pashardes (2000) considered the extent to which the wage gap between men and women 

may, using regression techniques, be accounted for by productivity characteristics, such as 

age, education, and other variables which influence the wage structure. In the FES 1990/91 

sample, the 1697 men who were in paid-employment (reporting practices for self-

employment income are not homogeneous and, hence, this group has been excluded from 

this sample) had weekly earnings of CYP104.58, while the 1168 women in paid-

employment earned CYP61.56 per week, a gap of CYP43.02 per week. The analysis in 
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Christofides and Pashardes (2000) attributes approximately 60% of this earnings gap to 

productivity characteristics, leaving a balance which, given available data, is unexplained 

and which is characterised in the literature as ‘discrimination’. It is noteworthy that the 

explanatory variables include industry and occupation effects that are often substantial and 

go a long way towards accounting for the 60% explained component. For instance, 

Legislators, Administrators and Managers earn considerably more than average, regardless 

of gender. However, 7% of men but only 1% of women fall in this occupational category 

and this difference of 6 percentage points is included in the productivity attributes that 

form the explained component. If industry and occupation effects were excluded, very 

little of the gender earnings gap would be explained.2 

The explained percentage of 60% is somewhat lower in the case of Cyprus than in 

developed countries. As in other countries, the male-female wage differential, which is 

still evident by the end of the period covered in Table 3.1.1, appears to be declining over 

time.  

Table 3.1.2 compares the real earnings (nominal earnings deflated by the Consumer Price 

Index, 1997=100) per person prevailing in five sectors of the economy for 1993-98. The 

gap between male and female earnings is evident, more so in the manufacturing sector than 

in services. As in Table 3.1.1, the differences in pay between men and women in the 

different sectors of the economy reported in Table 3.1.2 could reflect differences in skills, 

qualifications and working conditions. This general issue is taken up again in the next 

section where pay differentials between the public and private sectors are considered. 

 

Table 3.1.2: Average real monthly earnings by sector in CYPa (1993-98)  

                                                 
2 For instance, a possible explanation for the higher earnings enjoyed by men may be that they have more 
education. Yet this variable cannot account for the earnings gap as 23% of women and only 21% of men 
have college or university education. In general, men and women possess equal quantities of this particular 
productivity characteristic. 
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 Secondary Tertiary 

Year 
Primary 

Manufacturing Construction Tourismb Other servicesc 

 Male Female Male Female Male Female Male Female Male Female

1993 724 437 846 480 1033 539 785 580 987 649 
1994 748 438 843 498 1048 563 803 605 979 673 
1995 727 464 877 508 1053 576 800 609 1020 706 
1996 727 438 895 522 947 617 798 609 1078 765 
1997 716 455 900 522 1046 624 808 632 1125 806 
1998 734 493 919 531 1181 672 820 640 1200 867 

Source: Department of Statistics and Research, Labour Statistics 1993 to 1998. 
a Salary earners only, eighteen years and over, in 1997 Cyprus pounds. 
b Refers to Hotels and Restaurants. 
c Refers to Financing, Insurance, Real Estate and Business Services. 

The monthly earnings in Tables 3.1.1 and 3.1.2 are calculated from a sample that includes 

new entrants. This and the substantial sample revision, which took place in 1995, imply 

that no annual growth rates in pay should be calculated from these tables. The nominal and 

real annual rates of pay calculated from an intertemporally consistent sample are given in 

Figure 3.1.1 where it is shown that the real annual rate of pay has declined slightly since 

the early 1990s. This is consistent with the decline in productivity noted in Figure 3.1.3 

below. 

Figure 3.1.1: Annual growth in rates of pay (1985-98) 
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Source: Department of Statistics and Research, Labour Statistics. 
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Real wages by educational attainment can be derived from the micro data in the FES 

1996/97, conducted by the Department of Statistics and Research, and are shown in Figure 

3.1.2. University graduates had the highest average wages, followed by College and by 

Secondary Education graduates. Though the best way to measure the returns to education 

is still being debated, a pattern of positive returns has been documented in a number of 

studies in various countries.  

Figure 3.1.2: Real wages by educational attainment (FES 96/97) 
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Source: Family Expenditure Survey 1996/97. 

Completed elementary education does not appear to confer an advantage over incomplete 

elementary education, or even illiteracy. It must be remembered, however, that, since 1960 

(see section 7.1.1), elementary education has been compulsory so that these figures refer to 

cohorts which are now in middle age and not populous. Figure 3.1.2 also shows the male-

female wage gap by educational attainment. 

The substantial increase in real earnings during the 1980s has been argued to be largely the 

result of high import duties and quotas which were protecting local producers against 

foreign competition. Evidence supporting this argument is shown in Figure 3.1.3 where 
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the Total Factor Productivity (TFP) in manufacturing is plotted over the period 1976-94.3 

The TFP index increases until the mid 1980s, remains constant until the early 1990s and 

declines afterwards. The decline in the TFP index coincides with the abolition of import 

duties and quotas agreed with the EU in the context of the Customs Union Agreement and 

implemented over the period 1987-97.  

Figure 3.1.3: Total factor productivity in manufacturing 
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Source:  Mamuneas, T. and P. Pashardes, The Competitiveness of the Cyprus Manufacturing 
Industry, University of Cyprus and Planning Bureau, 1997. 

 

3.2 Pay differentials between the public and private sectors  

The structure of wages earned in the public and private sectors is of theoretical interest 

because the profit motive and market forces, which are at work in the private sector, are 

not clearly at play in the public sector. The topic is also of policy relevance because 

governments generally wish to pay rewards that are comparable to those of equally 

qualified individuals in the private sector. In addition, governments often adopt more 

enlightened pay policies, particularly as they may relate to gender and disability. It is 

                                                 
3 The TFP index is a measure of productivity that takes into account all the inputs used in production, not 
only labour.  
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generally difficult to make fair and accurate comparisons but a number of studies attempt 

to do so for a number of countries.  

As in the case of the pay-gap between men and women, the procedure that is generally 

adopted is to focus on rewards which are easily measurable, such as wages, rather than 

benefits, working conditions and the like. Regression analysis is used to net out the 

influence of observable characteristics such as age and education. In addition, the 

endogenous selection, by individuals, of sector (public or private) of employment is often 

taken into account – this last issue does not arise in comparisons between the pay of men 

and women. These influences are then used to explain a portion of the observed wage gap 

between the public and private sector. The unaccounted residual is sometimes associated 

with discrimination, though it may simply reflect the inability of the researcher to control 

for all relevant characteristics because data on these are not available.  

A study along these lines was conducted, for Cyprus, by Christofides and Pashardes 

(1999). A sample based on the FES 1990/91 contains 651 individuals in the public sector 

and 3063 individuals in the private sector. On average, the former earned CYP114.55 per 

week while the latter earned CYP83.18 per week, a gap of CYP31.37. The earnings gap 

for the paid-employees in the two sectors (i.e. excluding the self-employed whose income-

reporting practices are not homogeneous) is, at CYP37.84 per week, even higher. Does 

this mean that public sector paid employees are ‘overpaid’ by this amount? The analysis in 

Christofides and Pashardes (1999) attributes most of this earnings gap to superior 

productivity characteristics, e.g. education4, leaving an unexplained gap that ranges, 

depending on the method used, from 21% to 33%. Thus, if public servants are overpaid, 

the degree of overpayment is limited to this smaller proportion of the CYP37.84 earnings 

gap. 

                                                 
4 In the public sector 34.3% of employees have college or university education while in the private sector 
this figure is only 16%. 
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3.3 Social security 

In Cyprus the social security system is financed by contributions made by employers, 

employees and the state. Contributions by paid workers are calculated on the basis of their 

monthly, or weekly, rates of pay, subject to an annually revised ceiling. In 1999, this 

ceiling was CYP364 for workers paid on a weekly basis and CYP1577 for employees paid 

on a monthly basis. In 1999, social insurance contributions were 16.6% of earnings to the 

specified maxima: 6.3% was paid by the employer, 6.3% by the employee and 4% by the 

state.5 

For the self-employed, the 1999 social insurance contribution rate was 15.6%: Individuals 

pay 11.6% and the state contributes 4%. The base on which these rates apply is calculated 

separately for each occupational group, using an imputed potential income. Self-employed 

individuals earning less than the imputed potential income for their occupation contribute 

according to their actual income. Self-employed individuals earning more than the 

imputed potential income in their occupation contribute according to the imputed maxima.  

The social insurance scheme provides the following benefits: Maternity allowance, 

sickness benefit, unemployment benefit, old-age pension, disability pension, widows 

pension, orphans benefit, missing persons allowance, marriage grant, maternity grant, 

funeral grant, and benefits for accidents at work (injury benefit, disability benefit and 

death benefit) and from occupational diseases.6 Employees are entitled to all these 

benefits. The self-employed are not entitled to the unemployment benefit or to benefits for 

accidents at work and occupational diseases. Voluntary contributors are not entitled to 

maternity allowance, sickness benefit, unemployment benefit, disability pension and 

                                                 
5 Individuals who pay social insurance contributions optionally and work in Cyprus pay 13.5%, of which 
3.5% is paid for them by the state. For individuals working abroad for an employer who is a Cypriot 
national, social insurance contributions are also optional at 16.6%, of which the state pays 4%. 
6 All benefits, with the exception of marriage grants, maternity grants and death grants, are composed of two 
parts: The ‘basic’ benefit and the ‘supplementary’ benefit. In 1998, the basic benefit was calculated on 
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benefits for employment accidents for accidents at work. In addition to the above cash 

benefits, the Scheme provides free medical treatment to victims of employment accidents 

and occupational diseases, and to persons on disability pensions.  

An interesting question is whether the funds collected are enough to cover the needs of the 

social insurance scheme. Has the ageing population led to a decrease in social insurance 

contributions and an increase in payments, thereby endangering the long-term 

sustainability of the scheme? An actuarial valuation of the social insurance scheme in 

Cyprus, conducted by the International Labour Office (ILO) in 1994, suggests that for the 

pension scheme to continue to retain its financial and actuarial viability in the long term, 

the contribution rate will have to be increased as the scheme matures. More precisely, it 

suggests an increase of the contribution rate from the then prevailing level of 14.5% to 

20% by the year 2020 when the scheme will reach full maturity and, ultimately, to 25% in 

2050 to take account of the ageing structure of the population. Furthermore, it emphasises 

the importance of adopting an approach of small, frequent, increases rather than sudden 

large increases which may convey the feeling that the social insurance scheme is at the 

verge of bankruptcy.  

The combination of a sound basis for the social insurance scheme so far and a relatively 

low unemployment rate have limited the amount of funds that have had to be allocated to 

the unemployment benefit. However, the scheme must be carefully monitored, as increases 

in unemployment in the near future cannot be ruled out as the economy is re-structured to 

accomplish the EU membership requirements. 

3.4 Taxation  

Direct, or income, taxation in Cyprus is arranged as follows: Individuals with income 

below CYP6000 pay no income tax. After this amount, the following tax rates are applied: 

                                                                                                                                                   
earnings up to CYP60.7 per week, and the supplementary benefit was calculated on earnings between 
CYP60.7-CYP364 per week. 
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20% for incomes between CYP6001-9000, 30% for incomes between CYP9001-12000, 

and 40% for incomes above CYP12000.7  The indirect tax system includes a Value Added 

Tax (VAT) rate currently at 8% and excise duties on tobacco, soft drinks, beer and 

alcoholic drinks (other than wine), petrol and cars. 

Table 3.4.1 shows the structure of tax revenue in Cyprus for each year over the period 

1993-98. As seen from the table, in 1998 indirect taxes accounted for 45.4% and direct 

taxes for 35.9% of the tax revenues of the Republic of Cyprus. The balance of tax revenue 

is derived from Social Insurance Contributions. Following the introduction of VAT in 

1992, the composition of indirect tax revenue has been shifting away from import and 

excise duties towards VAT and, by 1998, VAT accounted for 19.2% of total tax revenue. 

Table 3.4.1: Composition of government revenues (1990-98)  

Indirect Taxes 
Year Direct Taxes 

Social 
Insurance 
Contrib. VAT Excise 

Duties 
Import 
Duties Other  Total 

1990 36.3 19.1 0.0 14.3 15.2 15.1 44.6 
1991 34.3 20.4 0.0 14.1 15.8 15.4 45.3 
1992 32.7 19.2 5.3 13.8 14.4 14.7 48.1 
1993 31.7 19.4 14.2 11.3 10.5 12.9 48.9 
1994 32.7 18.2 18.2 11.1 8.7 11.2 49.1 
1995 32.1 17.7 18.8 11.6 8.4 11.4 50.2 
1996 33.4 18.7 18.7 11.1 8.0 10.2 48.0 
1997 34.8 19.2 19.4 10.0 6.4 10.2 46.0 
1998 35.9 18.7 19.2 10.2 4.5 11.5 45.4 

Source: Planning Bureau, Economic Outlook 1991-97. 

Figure 3.4.1 shows direct taxes paid as a percentage of household income, by household 

income group. These estimates are imputed from the FES 1996/97 data. As can be seen, 

income taxation is Cyprus is steadily progressive, with households in the top 5% income 

group paying, on average, around 16% of their income as tax.  

                                                 
7 There are also tax allowances of CYP500 for the spouse and each child in the family (CYP1500 if the child 
is in tertiary education) and for mortgage interest payments. In addition income from shares (up to 
CYP1200), interest on deposits (up to CYP600) and income from agricultural activities (up to CYP3000) 
are exempted.  Tax allowances and exemptions also apply to certain individuals (refugees, the blind, etc). 



32 

Figure 3.4.1: Direct taxes as a % of income by income group (FES96/97) 
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Source:  Department of Statistics and Research, Family Expenditure Survey 1996/97 (and authors’ 

calculations). 

The FES 1996/97 data can also be used to impute the indirect taxes paid by each 

household as a percentage of total household expenditure. This percentage is reported, by 

income group, in Figure 3.4.2. The percentage of household expenditure devoted to 

indirect taxation increases with income but not monotonically: It starts at 3.7% for the 

lowest 5% income group, it increases to 17.0% for households in the middle to high 

income brackets, and then falls to around 15% for the top 5% income group.  

Figure 3.4.2: Indirect taxes as % of expenditure by income group (1996/97) 
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Source: Department of Statistics and Research, Family Expenditure Survey 1996/97 (and 

authors’ calculations). 
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The progressive nature of the system in the low-to-middle income levels is due to the zero 

VAT rate on food items and the high excise and import duties on cars, petrol and other 

commodities consumed by the middle-income groups. Its regressive nature at high income 

levels is due to the zero VAT rate on (private) health and education, items that are 

particularly popular among the most affluent households.  
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4. EMPLOYMENT 

4.1 Employment growth  

As Table 4.1.1 shows, in 1975, 135 thousand individuals were gainfully8 employed. By 

1998, this figure more than doubled to 287.5 thousand individuals.  

The vast majority of the gainfully employed are currently in the tertiary sector. Over time, 

employment in this sector increased substantially while that in the primary sector declined 

dramatically. The secondary sector also experienced some increase in employment over 

the period 1980-98, albeit at a much smaller rate than in the tertiary sector. 

Table 4.1.1: Sectoral employment in thousands (1975, 1980-98) 

Secondary Sector Tertiary Sector 
Year 

Primary 
Sector Manufacturing 

& Electricity 
Constru-

ction 
Hotels-Rest. 

& Trade 
Transport&
Com/cation

Other 
Services 

Total 

1975 37.1 25.7 8.9 22.3 7.4 33.6 135.0 
1980 38.6 41.4 22.0 33.7 9.5 42.8 188.0 
1985 37.3 46.3 21.4 47.3 12.6 52.9 217.8 
1990 35.5 49.8 23.2 61.1 15.3 68.5 253.4 
1991 32.8 49.4 24.5 61.0 15.4 71.1 254.2 
1992 33.0 49.5 25.5 66.6 16.2 74.8 265.6 
1993 32.2 46.3 25.0 67.4 16.8 77.6 265.3 
1994 30.8 45.9 24.8 70.8 17.8 82.7 272.8 
1995 31.3 45.2 25.7 74.6 18.5 86.7 282.0 
1996 30.7 43.4 25.3 76.0 18.8 90.5 284.7 
1997 27.7 42.4 24.9 76.5 19.0 93.7 284.2 
1998 28.1 41.6 24.5 77.6 19.6 96.1 287.5 

    Source:  Department of Statistics and Research, Labour Statistics 1998. 
  

4.2 Structural changes in employment 

The structural changes in gainful employment, shown in Table 4.2.1, reflect trends in a 

number of countries that, in the case of Cyprus, were accelerated by the Turkish invasion. 

While the service sector has tended to grow at the expense of the primary sector in a 
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number of countries, this re-alignment was especially urgent in Cyprus after 1974 because 

of the decline in the amount of land available for cultivation. With nearly 40% of the 

Republic of Cyprus under occupation, the government provided incentives to boost 

tourism. As a result the share of employment in the tertiary sector grew from 46.9% in 

1975 to 67.2% in 1998, while the share of the primary sector declined from 27.5% in 1975 

to 9.8% in 1998. As Table 4.1.1 showed, the secondary sector grew modestly in absolute 

terms but experienced a slow decline in its employment share over the years 1975 to 1998.  

Table 4.2.1: Sectoral distribution (%) of employment (1975, 1980-98)  
Year Primary Secondary Tertiary 
1975 27.5 25.6 46.9 
1980 20.5 33.7 45.8 
1985 17.1 31.1 51.8 
1990 14.0 28.8 57.2 
1991 12.9 29.1 58.0 
1992 12.4 28.2 59.3 
1993 12.1 26.9 61.0 
1994 11.3 25.9 62.8 
1995 11.1 25.1 63.8 
1996 10.8 24.1 65.1 
1997 9.8 23.6 66.7 
1998 9.8 23.0 67.2 

Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 

Data on the occupational structure of the employed population are drawn from the Census 

of Population in 1960 and the Registration of Establishments for 1976, 1981, 1985, 1989 

and 1995, Department of Statistics and Research. The classification by occupation in 1995 

(ISCO 1988) differs from that of the previous years (ISCO 1968) and the only link with 

1995 is the registration year 1989. For this reason, the registration years 1976-89 are 

presented separately from the registration years 1989-95, in Figures 4.2.1 and 4.2.2 

respectively. The general conclusion that can be drawn from these figures is that the 

changes in the occupational structure observed in the registration years 1976-95 are in line 

with the sectoral changes discussed above.  

                                                                                                                                                   
8 The labour force includes the gainfully employed, the unemployed, as well as soldiers, Cypriots working in 
the U.K. military authorities NNAFI and the UNFICYP. 
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Figure 4.2.1: Distribution of employment by occupation (1976, 1981, 1985, 1989) 
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Source: Department of Statistics and Research, Labour Statistics 1997. 
Note: Data for the sector of agriculture are not included. 

The group Professional, Technical and Related Workers grew from 11.1% in 1976 to 

12.5% in 1989. This growth reflects the increase in the number of secondary school 

graduates who opt to continue with higher education. The group Administrative and 

Managerial Workers grew from 2.1% in 1976 to 2.3% in 1989. The groups of Clerks and 

Related Workers, Sales Workers and Service Workers also experienced increases in their 

share of employment. The share of Clerks and Related Workers increased from 15% in 

1976 to 16.8% in 1989, while the share of Sales Workers rose from 11.8% in 1976 to 

12.5% in 1989. The share of Service Workers decreased from 15.6% in 1976 to 12.5% in 

1981. It started rising again in 1985 and, in 1989, the share of service workers was 15%. 

The share of Production Workers, Operators and Labourers peaked in 1981 and declined 

in the years leading to 1989. These changes reflect the substantial increase in the share of 

the Tertiary sector in GDP.  

Between the registration years 1989 and 1995, further changes took place in the 

employment shares of various occupational groups and these are described in Figure 4.2.2. 

The reader is reminded of the difference in the occupational classifications in Figures 4.2.1 
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and 4.2.2. The employment share of Managers fell from 3.2% in 1989 to 2.3% in 1995. 

The employment share of Professionals continued to increase and it reached 9.8% in 1995, 

up from 9.1% in 1989. Technicians and Associate Professionals, Craft and Related 

Workers and Machine Operators and Assemblers all experienced a reduction in their share 

of employment. The biggest increase among the shares of employment shown in Figure 

4.2.2 was that for Clerks: Between 1989 and 1995 it increased from 8.8% to 15.1%. The 

shares of Skilled Agricultural and Fishery Workers and Elementary Occupations remained 

virtually unchanged between 1989 and 1995.  

Figure 4.2.2: Distribution of employment by occupation (1989, 1995) 
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Source: Department of Statistics and Research, Labour Statistics 1997. 
Note: Data for the sector of agriculture are not included. 

An indication of worker mobility between employers, for the period 1985-95, is given in 

Table 4.2.2. A modest trend for the employment share of small firms to increase at the 

expense of that for the largest firms is evident. 
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Table 4.2.2: Distribution (%) of employees by firm size (1985, 1989, and 1995)* 

Year Size of Firm (Number of Employees) 
 1 2-4 5-9 10-29 30-49 50+ 

1985 11.8 17.6 11.8 17.7 8.2 32.9 
1989 12.0 19.5 12.0 18.0 8.2 30.2 
1995 12.8 20.6 12.9 17.6 7.9 28.2 

Source: Department of Statistics and Research, Labour Statistics 1997. 
* Does not include agriculture. 

4.3 Employment in the private and public sectors 

Table 4.3.1 shows the share of employment in the broad public sector (government and 

semi-government organisations and local authorities) over the period 1990-98. In Cyprus, 

there is a revealed preference for employment in the public sector. There is a perception 

that, relative to the private sector, rates of pay are higher, and benefits, pensions, working 

conditions and hours of work are all better. On the narrow issue of the extent to which 

equally qualified individuals are more highly paid in the public sector, see section 3.2. 

Table 4.3.1: Individuals employed in the broad public sector (1990-98) 

Year Broad public sector 
Total gainfully employed 

population 
% of employment in 
broad public sector 

1990 41067 253400 16.2 
1991 42114 254200 16.6 
1992 43460 265600 16.4 
1993 45023 265300 17.0 
1994 45495 272800 16.7 
1995 46966 282000 16.7 
1996 47751 284700 16.8 
1997 48310 284200 17.0 
1998 49188 287500 17.1 

Source: Department of Statistics and Research, Labour Statistics 1992 to 1998. 

Table 4.3.1 shows that, between the years 1990 and 1993, the share of employment in this 

sector increased from 16.2% to 17%. It then declined somewhat, only to return to its 

approximate 1993 level by 1997. Over the period 1990-98 employment in the broad public 

sector increased by 19.8%, while the total gainfully employed population in Cyprus 

increased by only 13.5%. 
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4.4 Employment by gender and education level 

Table 4.4.1 shows the share of female in total employment in Cyprus and in the EU. In 

spite of the increase in the share of female employment in total employment in Cyprus 

from 38.6% to 39.5% between 1993 and 1998, this remains below the corresponding 

figures in the EU which where 42% and 41.9%, respectively. 

Table 4.4.1: The share of women in total employment 
Country 1993a 1995a 1997b 1998b 

Cyprus 38.6 39.5 39.5 39.5 
EU Countries 42.0 41.7 41.8 41.9 
Belgium 40.0 - 40.7 41.1 
France 43.6 43.6 44.5 44.7 
Germany 40.8 41.9 42.9 43.1 
Denmark 46.5 44.5 45.4 45.9 
Greece 35.0 35.9 36.7 36.9 
United Kingdom 45.7 44.8 44.8 44.7 
Ireland 36.7 37.7 39.0 39.0 
Spain 33.7 34.5 35.2 35.4 
Italy - 35.8 36.1 36.4 
Luxembourg - - 37.4 37.7 
Netherlands 41.4 40.8 40.6 40.9 
Portugal 44.2 44.3 45.0 44.5 
Austria 41.9 42.5 42.7 42.9 
Sweden 48.9 48.3 47.9 47.1 
Finland 48.1 47.2 47.4 47.4 

Sources: a  Department of Statistics Research, Labour Statistics 1997.  
b  European Communities, Employment in Europe 1999, 1999. 

Table 4.4.2 shows the distribution of total and female employed population by education 

level in 1989, 1991 and 1998. Over the period 1989-98 the share of employed population 

with no secondary or higher education has declined from 41.5% to 31.0%. In the case of 

women the corresponding reduction is even higher, from 42.2% in 1989 to 27.2% in 1998. 

Furthermore, over the same period there has been a substantial increase in the percentage 

of employed women with university education. Notably, it follows from the figures in 

Table 4.4.2 that while in 1989 the percentage of employed women with university 

education (8.5%) was smaller than the percentage of the men with university education, in 

1989 this percentage was the same for both men and women (12.9%). 

Table 4.2.2: Distribution of total and female employed population by education level 
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1989 1991 1998 Educational 
Level Total Female Total Female Total Female 

No schooling 1.6 2.9 1.3 2.4 1.1 1.2 
Primary 39.9 39.2 32.8 33.0 29.9 26.0 
Secondary 40.9 39.6 46.2 44.1 46.2 45.6 
Higher education 7.3 9.8 9.3 11.6 9.9 14.3 
University 10.3 8.5 10.4 8.9 12.9 12.9 
Total 100.0 100.0 100.0 100.0 100.0 100.0 

Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 

4.5 Regional distribution of employment 

The regional distribution of employment in Cyprus is shown in Table 4.5.1. The 

information, drawn from the 1995 Census of Establishments, is the latest available. The 

district of Lefkosia has the largest share of employment, 42.7%. The district of Lemesos 

has the next highest share (27.6%), followed by the districts of Larnaka (15%), Pafos 

(8.8%) and Ammochostos (5.9%). The percentages in the first column of Table 4.5.1 add 

up to 100%. 

In Table 4.5.1, the share of the total employment in each district, held by women and men 

is also shown. The, district-based shares by gender (in columns 2 and 3) add up to 100% in 

each year. The share of employment for men is smallest in the Lefkosia and Ammochostos 

Districts (59%) and largest in the Larnaka (65%), with the share in the Districts of 

Lemesos and Pafos in between (61%). 

The distribution of employment in Table 4.5.1 reflects the distribution of the population in 

the island. Nicosia has 40% of the population in Cyprus, Limassol 28.8%, Larnaca 16.7%, 

Paphos 8.7% and Ammochostos 8.7%. It should be noted here that Ammochostos was the 

third largest district in Cyprus before the Turkish invasion in 1974 and its small size in 

Table 4.5.1 reflects the fact that most of this district is now occupied by Turkey.  

Table 4.5.1: Distribution of employment by district and gender (1995)* 

Region Total Men Women 

Lefkosia 42.7 58.9 41.1 
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Ammochostos 5.9 58.8 41.2 
Larnaka 15.0 65.0 35.0 
Lemesos 27.6 61.2 38.8 
Paphos 8.8 60.7 39.3 

Source: Department of Statistics and Research, Census of Establishments 1995. 
*Does not include the agricultural sector. 

4.6 Employment of foreign workers 

Policy permitting the use of foreign workers was put into effect in 1991, following a 

decision by the Council of Ministers, in order to alleviate shortages of unskilled labour. By 

1998 the number of foreign workers had grown to 20712 representing 7.2% of the 

gainfully employed in 1998 (287500, Table 4.1.1).  

Table 4.6.1: Employment of foreign workers by sector of employment (1995-98) 

1995 1996 1997 1998 Sector 
Number % Number % Number % Number % 

A. Household sector 3644 - 4648 - 5380 - 5952 -
B. Market sectors   

Primary sector 1323 4.23 1508 4.91 1744 6.30 1745 6.21
Manufacturing etc. 1819 4.02 2089 4.81 2107 4.97 2101 5.03
Construction 1101 4.28 1334 5.27 1500 6.02 1490 6.08
Wholesale&Retail Trade 1906 4.28 1827 3.97 2611 5.58 2738 5.73
Hotels&Restaurants 2713 9.01 2799 9.33 2722 9.16 3288 10.96
Other Services 2504 2.38 2516 2.30 3246 2.88 3398 2.95

Total  15010 5.32 16721 5.87 19310 6.79 20712 7.20

Source:  Department of Statistics and Research, Labour Statistics 1997, 1998. The figures are drawn 
from the social insurance data and are adjusted for persons employed in international business 
enterprises. 

Table 4.6.1 shows the number of foreign workers by the economic activity in which they 

are employed and their percentage in each sector’s employment. A large number of foreign 

workers are employed by private households as domestic servants. For example in 1998, 

5952 foreign workers were engaged in this kind of employment.9 Hotels and restaurants, 

                                                 
9 In 1997 the average family size in Cyprus appears to be 3.3 persons (Family Expenditure Survey 1996/97) 
and the population 657,9 thousands (Demographic Report 1997). Therefore, on average, one in 37 Cypriot 
households employ a domestic servant.  
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wholesale and retail trade, primary sector and construction also employ a large number of 

foreign workers. The percentage of foreign workers in total employment was 5.32% in 

1995 and it grew to 7.2% by 1998. In that year, in the tourism sector (hotels and 

restaurants), nearly 11% of the work-force was made up of foreign workers. 

4.7 Self-employment 

Information for employment by status and economic activity is most recently available for 

the years 1985, 1989 and 1995.10 As shown in Table 4.7.1, a high proportion of the self-

employed is in agriculture, forestry and fishing. Trade, restaurants and hotels have a 

significant proportion of the self-employed, although this proportion is evidently lower in 

1995 than in 1985. Transport, storage and communication have a high proportion of self-

employment, and so does construction. 

Table 4.7.1: Self-employed by economic activity: 1985, 1989 and 1995 
(in thousands and in % of employment in the sector) 

1985 1989 1995 Economic Activity 
Number % Number % Number % 

Agriculture, forestry and fishing 16.4 45.2 16.7 46.5 13.8 45.2 
Mining and quarrying 0.0 0.0 0.0 0.0 0.0 0.0 
Manufacturing 5.9 13.2 4.5 9.4 3.5 8.0 
Electricity, gas and water 0.0 0.0 0.0 0.0 0.0 0.0 
Construction 3.6 16.8 4.0 17.9 3.4 13.2 
Trade, restaurants and hotels 12.3 26.0 13.2 22.6 10.6 14.2 
Transport, storage and communication 2.7 21.4 2.7 18.5 2.6 14.1 
Finance, insurance, real est. & bus. services 1.1 9.8 1.7 11.5 2.3 10.2 
Community, social and personal services 5.3 12.7 6.3 12.5 5.8 9.1 

Total 47.3 21.7 49.1 19.9 42.0 14.9 

Source: Department of Statistics and Research, Labour Statistics 1997. 

4.8 Vacancies and structural imbalances 

Figure 4.8.1 shows the differences between the number of unemployed and the number of 

vacancies by occupational group. The numbers shown are averages for the years 1992-98. 

Vacancies and the number of individuals unemployed refer to yearly averages.  
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Figure 4. 8.1: Number of unemployed and vacancies by occupation (1992-98) 
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Source: Labour Statistics 1992 to 1998, Department of Statistics and Research. 

The least tight labour market appears to be that of Legislators, Senior Officials and 

Managers, where the number of vacancies outstanding falls substantially short of the 

number of individuals who are unemployed. By contrast, the most tight labour markets 

appear to be those employing mainly white-collar workers.  

  

 

                                                                                                                                                   
10 The self-employed are defined as the ‘working proprietors’ in the official statistical publications. 
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5. LABOUR FORCE PARTICIPATION 

5.1 Demographic trends 

The total and working-age population has been increasing in Cyprus. The working-age 

population is defined here as the population above fifteen years of age and below 65. As 

seen in Table 5.1.1, over the period 1985-98, the total population, increased by 118.7 

thousands, while the working-age population increased by 86 thousand persons.  

Table 5.1.1: Total and working-age population in thousands (1985, 1990-98)  

Men Women Total 
Year 

Total W.-age % Total W.-age % Total W.-age % 
1985 271308 172044 63.4 273293 173482 63.5 544601 345526 63.4 
1990 292486 185270 63.3 294656 186277 63.2 587142 371547 63.3 
1991 300254 190693 63.5 302814 191814 63.3 603068 382507 63.4 
1992 308522 196475 63.7 310696 197198 63.5 619218 393673 63.6 
1993 313900 200300 63.8 315900 200900 63.6 629800 401200 63.7 
1994 318200 203400 63.9 320100 203500 63.6 638300 406900 63.7 
1995 321800 206900 64.3 323500 206300 63.8 645300 413200 64.0 
1996 325000 210000 64.6 326800 208900 63.9 651800 418900 64.3 
1997 328000 213300 65.0 329900 211700 64.2 657900 425000 64.6 
1998 330700 216800 65.6 332600 214700 64.6 663300 431500 65.1 

Source:  Department of Statistics and Research. 

The age structure of the working-age population by gender can be seen for selected years 

in Table 5.1.2. Over the period 1982-98, the working-age population aged 15-24 remained 

unchanged for men and increased marginally for women. By contrast, the working-age 

population between 25-54 years of age has grown dramatically. Smaller increases are also 

registered for the working-age population that is 55 years and over. These figures show the 

general tendency for the working-age population to grow older, a phenomenon also 

observed in the EU11 and beyond.  

                                                 
11 See European Commission, Employment in Europe 1991, pp 109-126. 
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Table 5.1.2: Working-age population in thousands by age and gender (selected years) 

15-24 25-39 40-54 55-64 Year 
Men Women Men Women Men Women Men Women 

1982 49.6 46.6 59.4 59.3 39.1 41.7 19.5 21.7 
1985 47.5 45.0 61.7 61.2 42.5 44.5 20.4 22.8 
1987 46.0 43.7 63.8 62.5 44.9 49.0 21.0 23.5 
1989 45.0 43.0 65.8 64.6 47.9 49.0 21.8 24.6 
1991 45.0 43.5 70.1 68.7 52.4 53.2 23.3 26.4 
1998 49.6 47.6 74.0 72.4 65.1 64.8 28.1 29.9 

Source: Figures supplied by the Department of Statistics and Research. 

Table 5.1.3 presents the same information as Table 5.1.2 in percentage terms. For each 

gender and year, the figure shown is the percentage of the cell entry in Table 5.1.2 in the 

total for the particular gender and year. The ageing of the population is clear if one 

contrasts the decline in the proportions of men and women aged 15-24 with the growth in 

the proportion of men and women aged 40-54. 

Table 5.1.3: Working-age population in % by age and gender (selected years) 

15-24 25-39 40-54 55-64 Year 
Men Women Men Women Men Women Men Women 

1982 29,6 27,5 35,4 35,0 23,3 24,6 11,6 12,8 
1985 27,6 25,9 35,9 35,3 24,7 25,7 11,8 13,1 
1987 26,2 24,8 36,3 35,5 25,5 27,8 11,9 13,3 
1989 24,9 23,8 36,5 35,7 26,5 27,0 12,1 13,6 
1991 23,6 22,7 36,8 35,8 27,5 27,7 12,2 13,8 
1998 22,9 22,2 34,1 33,7 30,0 30,2 13,0 13,9 

Source: Figures supplied by the Department of Statistics and Research. 

5.2 Labour force participation by gender 

Figure 5.2.1 shows the labour force participation rate (the labour force divided by the 

working-age population) by gender for each year over the period 1985-98. In 1998, total 

labour force participation was 71.8%. The total labour force participation rate increased 

during the years 1985-89 and declined continually thereafter. The labour force 

participation rate for men decreased from 93.9% in 1985 to 87.9% in 1998. By contrast, 
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that for women, though much lower than the labour force participation rate for men, 

increased from 50.5% in 1985 to 55.6% in 1998.  

Figure 5.2.1: Labour force participation by gender (1985-98) 
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Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 

As might be expected, the labour force participation rate is highest for men and women 

aged 25-54 and lowest for persons aged 55-64. During 1990s, the youngest group, aged 

15-24, had declining labour force participation rates, likely because of the increased 

emphasis on further education and training. 

5.3 Working hours 

Normal hours of work per week have been declining over the past few years. As seen in 

Table 5.3.1, normal hours of work per week declined from 39.7 in 1990 to 38.5 in 1998. 

This was due to a legislated reduction in working time for workers (e.g. for sales workers) 

or to collective agreements in almost all sectors of the economy. In general, the dispersion 

of weekly hours of work is rather limited with community services having the lowest 

formal hours of work per week. In some sectors, e.g. Electricity and Water and 

Community Service, women work fewer hours than men do but this difference is minor 

and not widespread.  
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Table 5.3.1: Normal hours per week by economic activity and gender (1990-98)  

Economic activity 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Agriculture 40.7 40.7 40.6 40.7 40.5 40.3 40.2 39.5 39.4 
Mining/Quarrying  39.8 39.8 39.8 39.6 39.1 38.7 38.6 38.2 38.2 
Manufacturing  40.0 40.0 40.0 39.6 39.5 39.1 38.7 38.6 38.4 
Electricity & Water 
Constructiona 

Hotels, Rest. & trade  

38.4 
40.0 
40.8 

38.4 
40.0 
40.8 

38.3 
40.0 
40.5 

38.3 
39.5 
40.3 

38.3 
39.1 
40.1 

38.2 
38.6 
40.0 

38.1 
38.5 
39.6 

37.8 
38.2 
39.4 

37.8  
38.1 
39.3 

Transport/Comms.  40.1 40.0 39.8 39.8 39.5 39.2 39.0 39.0 39.0 
Finance  38.8 38.7 38.8 38.6 38.5 38.5 38.5 38.5 38.5 
Community services  38.6 38.6 38.6 38.6 38.5 38.3 38.2 38.0 37.9 

Average 39.7 39.7 39.6 39.4 39.2 39.1 38.9 38.6 38.5 

Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 
a Private sector only. 

Part-time employment in Cyprus is not widespread. Based on information about part-time 

workers drawn from the FES 1996/97, only 5.1% of employees were working part-time. 

Among those working part-time, 7.2% had an additional occupation, whereas the 

corresponding number for full-time workers was 5.6%. Part-timers with an additional 

occupation are mostly Professionals and Elementary Occupation Workers (25% each), 

followed by Clerks (16.7%), Service Workers (8.3%) and Skilled Workers (8.3%). Full-

timers with an additional occupation are mainly Skilled Workers (35.7%), followed by 

Professionals (17.8%), Elementary Occupation Workers (15.9%), Service Workers (3.8%), 

Legislators, Senior Officials (2.5%) and Teaching Professionals (1.9%).  
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6. UNEMPLOYMENT 

6.1 General trends in unemployment  

Between January and July 1974, the registered12 unemployment rate averaged merely 

1.5%. Following the Turkish invasion in July 1974, unemployment in Cyprus increased 

dramatically. Over the second half of 1974, it averaged 29.6%. The economy recovered 

from the invasion very quickly: By 1977, the unemployment rate was down to 3.1% and, 

by 1980, to only 2%. Since then, unemployment in Cyprus has been fluctuating around 

3%, a remarkable record considering the experience of other countries during the same 

period. Table 6.1.1 provides details by gender for 1975, 1980, 1985 and 1990-98. 

Table 6.1.1: Unemployment rate and distribution by gender (1975 -98) 

Year Total   Men Women 
1975 16.9              -               - 
1980 2.0 1.6 2.6 
1985 3.3 2.9 4.2 
1990 1.8 1.4 2.5 
1991 3.0 2.2 4.4 
1992 1.8 1.3 2.6 
1993 2.7 1.8 4.1 
1994 2.7 2.0 3.8 
1995 2.6 1.9 3.7 
1996 3.1 2.3 4.3 
1997 3.4 2.7 4.5 
1998 3.4 2.8 4.2 

                  Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 

The duration of unemployment is considered in Table 6.1.2. The figures for ‘total’ refer to 

the absolute numbers of men and women in each cell expressed as a percentage of the total 

number unemployed, and, except for rounding, add up to 100%. The figures for women 

represent the percentage of the specific cell, which represents unemployed women only. 

Spells of unemployment that last up to 3 months have decreased over the period 1992-98. 

As seen in Table 6.1.2, 10.5% of the unemployed were without work for a period of up to 
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2 weeks in 1992 (53.6% of whom where women), a figure that decreased to 9.1% by 1998 

(45.7% were women).  

Table 6.1.2: Unemployment by duration as % of total (1992-98) 

Year Up to 2 weeks 2 weeks-3 months 3-6 months Over 6 months 

 Total Women Total Women Total Women Total Women 
1992 10.5 53.6 44.1 55.1 20.5 53.0 25.0 53.7 
1993 11.3 57.4 46.4 58.6 21.6 57.1 20.7 56.6 
1994 9.8 51.3 41.2 52.7 22.8 55.0 26.1 56.3 
1995 9.3 52.7 43.2 54.5 22.1 54.6 25.3 56.3 
1996 8.9 51.8 41.5 54.0 23.0 54.9 26.6 55.7 
1997 8.8 47.1 40.4 49.6 22.9 52.8 27.9 56.1 
1998 9.1 45.7 40.8 47.0 22.4 46.7 27.8 51.0 

           Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 

The modal length of unemployment spell in Cyprus is 2 weeks-3 months. This fact mainly 

reflects arrangements in the private sector whereby some workers, e.g. teachers, work for 

nine months in the year and claim unemployment benefits over the summer months. Until 

1997, less than 50% of the unemployed remained so for more than three months. Well 

below 30% remain unemployed for more than six months. It is interesting to note that 

more women than men appear to be in the long-term unemployment category. This may be 

due to the sharp decline of the clothing, footwear and leather products sub-sector 

following the abolition of the customs and quotas protection which were in effect until the 

early 1990s.  

6.2 Unemployment by sector and occupation 

Figure 6.2.1 presents the number of unemployed in broad economic sectors (primary, 

secondary and tertiary) and among new entrants into the labour force as a percent of total 

unemployment, over the period 1982-98. The share of the Primary sector in 

unemployment decreased from 5.2% in 1982 to 1.4% in 1998. By contrast, the share of the 

                                                                                                                                                   
12 As from 1999, a labour force survey is carried out at the household level by the Department of Statistics 
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Tertiary sector increased significantly, from 28.2% in 1982 to 55.7% in 1998, with the 

highest share (63.9%) occurring in 1991. The share of the Secondary sector in 

unemployment was relatively low during 1989-92 but it increased thereafter, reflecting the 

decline of manufacturing. This decline followed the gradual abolition of custom duties 

agreed to in the Customs Union Agreement with the European Union (then European 

Common Market) in 1987. The share of new entrants in unemployment has been steadily 

decreasing throughout the period 1982-98. It was 33% in 1982 and it declined to 6.5% in 

1998.  

Given that the level of unemployment in Cyprus has not changed substantially over the 

period under investigation, these structural changes reflect the increasing dominance of the 

services and imply higher frictional unemployment in this sector.  

Figure 6.2.1: Percentage of unemployed by broad sector and new entrants (1982-98) 
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Source: Department of Statistics and Research, Labour Statistics 1992 to 1998. 

                                                                                                                                                   
and Research on an annual basis. Unemployment data will also be compiled on the basis of this survey. 
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Figure 6.2.2 shows the change in unemployment that occurred in each occupational group 

during the years 1992, 1995, and 1998. Unemployment decreased for Managers, 

Professionals, Clerks, and for New Entrants into the labour force. By contrast, it increased 

for Technicians and Associate Professionals, Craft and Related Workers, Machine 

Operators and Assemblers and Elementary Occupations. Elementary Occupations 

generally had the highest share in unemployment starting from 17.9% in 1992 and 

increasing to 19.0% in 1998. Craft and Related Workers had the highest unemployment 

increase between 1992 and 1998, from 9.6% to 19.6%. Machine Operators and Assemblers 

also experienced substantial unemployment rate increases over the same period. In 

general, unemployment rose for most of the occupational groups that were affected by the 

loss of protection implied by the Customs Union Agreement with the European Union. 

Figure 6.2.2: Unemployment shares by occupation (1992, 1995, 1998) 
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Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 
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6.3 Unemployment by age and gender 

Table 6.3.1 reports the share of unemployment by age group and gender. This table shows 

that, until the age of 60, unemployment was higher among women than men for almost all 

age groups and years. Between 1987 and 1998, unemployment for persons under 30 

declined, it remained more or less the same for individuals in the 30-40 year age group, 

and it increased for those over 40 years of age. Also worth noting is the large increase in 

unemployment among women over 50 in the most recent years. These changes may reflect 

general tendencies towards restructuring and the need for new skills, which are more 

easily found among the young. 

Table 6.3.1: Unemployment rate by age group and gender (select years) 

Age group  1980 1987 1989 1991 1997 1998 

Under 20 Total 2,9 2,9 1,5 2,1 1,7 1.4 
 Men 1,5 0,9 0,3 0,5 0,5 0.5 
 Women 6,0 6,9 4,0 6,1 4,0 3.3 

20-24 Total 3,8 5,5 3,2 3,6 4,1 4.0 
 Men 2,7 3,8 2,0 2,5 2,9 2.9 
 Women 5,4 7,9 4,9 4,6 5,7 5.5 

25-29 Total 2,5 4,7 3,2 4,0 3,9 3.7 
 Men 2,3 3,6 2,2 2,6 3,3 3.3 
 Women 3,1 6,6 4,7 6,6 4,5 4.2 

30-39 Total 1,2 3,0 2,0 2,8 2,9 2.7 
 Men 1,2 2,5 1,6 2,0 2,3 2.3 
 Women 1,3 3,8 2,7 4,0 3,9 3.3 

40-49 Total 0,9 2,1 1,5 2,1 2,9 2.9 
 Men 0,8 1,7 1,1 1,4 2,1 2.4 
 Women 1,2 2,8 2,0 3,1 3,9 3.7 

50-59 Total 1,3 2,9 2,2 2,9 4,1 4.3 
 Men 1,4 2,5 1,8 2,4 3,2 3.7 
 Women 1,3 3,6 2,8 3,8 6,1 5.5 

60-64 Total 3,2 6,1 5,8 7,3 8,5 8.9 
 Men 4,0 6,8 6,0 7,7 7,8 8.6 
 Women 1,4 4,7 5,4 6,4 10,6 10.1 

Over 65 Total 1,0 0,6 0,6 0,7 0,3 0.2 
 Men 1,3 0,6 0,5 0,8 0,3 0.2 
 Women 0,3 0,7 0,8 0,2 0,2 0.1 

Source: Department of Statistics and Research, Labour Statistics 1992 to 1998. 
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6.4 Unemployment by educational attainment 

Table 6.4.1 reports unemployment shares by educational attainment and gender. An 

interesting observation here is the large share of university graduates among the 

unemployed in the early 1990s. Since then, there has been a marked drop in the share of 

university graduates in total unemployment, whereas the share of persons with elementary 

education in unemployment has increased. 

The changes in the unemployment shares reported in Table 6.4.1 reflect both changes in 

the structure of economic activity (the increase in services at the expense of agriculture 

and manufacturing) and changes in the number of persons in each educational group who 

are participating in the labour force. The former is more likely to be responsible for the 

reduction in the share of university graduates in unemployment, while the latter more 

likely to account for the increase in the share of women with elementary education in 

unemployment between 1990 and 1998.  

Table 6.4.1: Unemployment by educational group and gender (1980, 1990-98) 

Education level 1980 1990 1991 1992 1993 1994 1995 1996 1997 1998 
Total:     Illiterate 1.8 0.7 1.1 1.0 1.2 1.2 1.0 0.9 0.9 0.8 
              Elementary 28.4 19.9 24.1 22.5 29.2 26.6 27.0 26.6 27.2 27.4 

  Secondary 41.4 43.8 42.0 42.5 41.9 43.8 44.6 45.1 44.8 43.6 
              Technical 6.3 4.9 5.5 5.0 5.7 6.6 6.3 6.8 7.3 8.3 

                University 22.1 30.7 27.4 29.0 21.9 21.8 21.1 20.7 19.8 19.9 
Men:      Illiterate 0.9 0.5 0.5 0.8 0.9 0.8 0.6 0.6 0.8 0.9 
              Elementary 37.0 24.2 23.5 22.5 22.6 23.0 23.8 23.0 26.3 28.9 

  Secondary 34.6 38.6 37.7 38.8 39.8 39.7 41.0 42.6 41.3 39.0 
              Technical 10.0 8.5 10.2 9.0 10.6 11.5 11.3 11.5 12.3 13.2 

                University 17.5 28.3 28.1 28.8 26.1 25.0 23.2 22.3 19.4 18.0 
Wonen: Illiterate 3.0 1.0 1.6 1.1 1.5 1.5 1.4 1.1 1.1 0.7 
              Elementary 17.8 15.8 24.5 22.5 34.1 29.7 29.6 29.6 28.1 25.7 

  Secondary 49.8 48.7 45.5 45.7 43.5 47.3 47.5 47.2 48.0 48.5 
              Technical 1.5 1.4 1.7 1.6 2.1 2.3 2.2 2.8 2.7 3.1 

                University 27.8 33.1 26.8 29.2 18.8 19.2 19.3 19.3 20.1 21.9 

Source: Department of Statistics and Research, Labour Statistics 1992 to1998. 

6.5 Unemployment by region  
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Cyprus is a small country without pronounced geographical disparities in the level and 

nature of economic activity. The only areas that can be characterised as different from the 

rest are the coastal ones, which specialise in tourism, and some rural areas, which still 

retain their traditional agricultural character.  

Table 6.5.1 shows the regional shares of unemployment, reflecting primarily the regional 

distribution of the population of the island. The District of Lefkosia is the most populous 

one (48.7% share of all unemployment in 1998 of whom 28.9% were in rural areas), 

followed by Lemesos (25.6% share of whom 16.1% in rural areas), Larnaka (14.5% share 

of whom 38.2% in rural areas), Pafos (6.2% share of whom 33.7% in rural areas) and 

Ammochostos (5% share all of which in rural areas). Note that the District of 

Ammochostos appears as the smallest; it is reported without a separate rural area because 

all its urban areas are occupied by Turkey.  

Table 6.5.1: Share of unemployment by District (1992-98) 

Lefkosia Larnaca Lemesos Pafos Year 
Total Rural 

Ammo-
chostos Total Rural Total Rural Total Rural 

1992 53.0 26.6 2.8 11.4 31.0 28.0 17.7 4.8 33.7 
1993 47.3 29.7 4.3 12.4 34.1 30.5 18.9 5.6 40.8 
1994 49.0 29.2 5.3 12.5 33.3 26.6 16.4 6.7 40.9 
1995 48.1 29.4 4.1 13.3 33.3 27.6 15.6 6.9 37.5 
1996 46.2 27.3 3.6 13.8 34.9 28.1 15.3 8.2 36.7 
1997 46.3 27.4 4.6 14.6 36.2 26.9 16.4 7.5 35.3 
1998 48.7 28.9 5.0 14.5 38.2 25.6 16.1 6.2 33.7 

Source: Department of Statistics and Research, Labour Statistics 1997, 1998. 
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7. EDUCATION AND VOCATIONAL TRAINING SYSTEMS13 

7.1 The structure of the education and training system 

Since independence in l960, government policy has placed great emphasis on the 

development οf human resources. This is considered to be an important factor for 

furthering economic prosperity in Cyprus.  

The Ministry of Education and Culture is responsible for pre-primary, primary, secondary 

and some parts of post-secondary education. The administration of the public education 

system is highly centralised, with school headmasters, deputies, and teachers appointed, 

transferred and promoted by the Educational Service Commission. This is an independent 

five-member body appointed, for a six-year period, by the President of the Republic. 

Schools have very little autonomy and very limited ability to adapt to local needs. 

Formal education and training takes place at three levels: 

• The first, compulsory, level lasts 9 years and is common to all pupils aged 6-15. It 

comprises the ‘Demotikon’, or primary school (6 years) and the ‘Gymnasion’ (3 

years). 

• The upper-secondary level lasts for 3 years for pupils aged 15–18. It is provided either 

in a ‘Lykeion’, which offers the general cycle, or a ‘Technical School’, which offers 

the technical and vocational cycle. The evening Lykeion, Gymnasion and Technical 

school offers dropouts (mainly adults) the possibility to complete their education. 

• The higher education level, lasts up to 4 years depending on the exact course chosen. It 

is provided by the state-funded University of Cyprus and by several state, or privately 

funded, colleges of further education. 

                                                 
13 This chapter relies heavily on the report ‘An Overview of Vocational Education and Training in Cyprus’, 
European Training Foundation, 2000, from which extracts were used. 
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Public non-formal education and training is provided through institutions such as the 

Cyprus Productivity Centre, the Cyprus Academy of Public Administration, the State 

Institutes of Further Education, and Adult Education Centres. In addition, there are 

numerous private education and training institutions. 

The Human Resource Development Authority (HRDA) of Cyprus, a semi-government 

institution established in 1974, is responsible for the development of the island’s human 

resources at all levels and in all sectors, within the context of the overall national 

economic and social policies. It has the authority to co-ordinate and cater for the provision 

of training on a nation-wide scale.14  

7.1.1 Pre-primary, Primary and secondary education 

Pre-primary education is provided to children under the age of 6 in public, municipal and 

private nursery schools operating under the responsibility of the Ministry of Education and 

Culture. The state supports the public nursery schools by appointing teachers and the 

municipal ones by subsidising their operational expenses. 

The state-provided primary education was made compulsory immediately after the 

Republic of Cyprus was established in 1960 and it entails 6 years of schooling for children 

aged 6-12. There are only a few private primary schools in Cyprus. They mainly specialise 

in the provision of elementary education for the children of foreign nationals living in the 

island. 

The state-provided secondary education lasts for 6 years and is divided into two stages, 

lasting three years each. The first stage is now compulsory and all students receive the 

same general education in a Gymnasion. The second stage allows students to choose 

between general education, provided in a Lykeion, and technical and vocational education, 

                                                 
14 The HRDA reports to the Minister of Labour and Social Insurance who is by law the Minister in charge. It 
is governed by a 13-member tripartite Board of Directors that includes government, employer and trade 
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which is provided in a Technical School. Education for the secondary general cycle is 

normally given in a Lykeion. Five specialised streams exist, viz. Classical Studies, 

Science, Economics, Commercial Studies and Foreign Languages, and students must 

choose their subjects within the broad stream that they have selected. The Council of 

Ministers has recently decided to extend an improved version of the general education 

Lykeion by adding a pre-vocational orientation. This is considered a radical new initiative 

aimed at modernising this level of education. Moreover, measures are being implemented 

to improve mixed ability teaching. 

The technical/vocational cycle comprises about l7 specialisations given in l0 schools that 

are all based in large towns. A technical stream provides for a larger share of mathematics 

and physics, while a vocational stream provides for a larger share of workshop practice. 

The former aims to train technicians while the latter aims to train craftsmen. Technical 

secondary education prepares students for employment in industry and for further 

academic studies. In 1997, 53% of the technical stream graduates continued their studies, 

compared to 13% of the vocational stream graduates. The vocational stream had the lowest 

percentage of graduates that go on to further studies.15 

The Ministry of Education is essentially in charge of general education and 

technical/vocational education, whereas the Ministry of Labour and Social Insurance is 

essentially in charge of training policy in Cyprus. 

Most primary and secondary education schools are state-funded. In the year l996/97, only 

l0% of secondary school students attended private schools, mainly in secondary general, 

commercial and vocational education. Private schools raise funds from tuition fees, small 

state subsidies, overseas agencies and religious organisations. Private schools operate 

under, and are supervised by, the Ministry of Education.  

                                                                                                                                                   
union representatives. Despite its tripartite structure, the budget of HRDA goes through the Minister of 
Labour and Social Insurance to the Council of Ministers and subsequently to the House of Representatives. 
15 Human Resource Development Authority, Career Paths of state secondary school leavers in the labour 
market  of Cyprus (1996-1998, ), 1999. 
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There are also special state schools providing primary and secondary education, including 

vocational training, to children with special needs. These include schools for the blind, 

deaf, and mentally handicapped.  

7.1.2 Higher education 

The tertiary level comprises several institutions of higher education and, since l992, the 

University of Cyprus. There are 8 public tertiary institutions. Seven of them offer courses 

at the sub-degree level and one offers a post-graduate diploma course in management for 

university graduates. Particular ministries/organisations are responsible for the operation 

of specific colleges. The Ministry of Labour and Social Insurance is responsible for the 

Higher Technical Institute, the Higher Hotel Institute, and the Mediterranean Institute of 

Management. The Ministry of Agriculture and Natural Resources is responsible for the 

Cyprus Forestry College. The Ministry of Health is responsible for the School of Nursing 

and the Public Health Inspectors School. The Ministry of Law and Public Order is 

responsible for the Cyprus Police Academy. The Cyprus Tourism Organisation oversees 

the Tourist Guides School. The Ministry of Education was responsible for the Pedagogical 

Academy, which trained primary school teachers. However, the Pedagogical Academy 

was integrated into the autonomous University of Cyprus and the Ministry of Education is 

no longer directly responsible for any third level educational institution. 

The University of Cyprus was established as an autonomous and independent institution in 

1992. At the moment, the University of Cyprus has four faculties: (a) Humanities and 

Social Sciences, (b) Pure and Applied Sciences (c) Economics and Management and (d) 

Letters. However, it is still growing. An Engineering School has been established and 

discussion is under way for a Law School and a Medical School. Nevertheless, it can 

accommodate less than 20% of the school-leavers that wish to pursue university studies. 

Many students are, therefore, forced to pursue university education abroad, placing 

considerable financial burdens on their families.  
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The Cyprus International Institute of Management is a graduate school, of a non-profit 

nature, focusing on offering the Master of Business Administration (MBA) degree. The 

CIIM MBA is aimed at young professionals interested in a career in business. CIIM also 

offers a special graduate programme designed for managers in government. The 

government supports the CIIM by offering scholarships to a limited number of civil 

servants.  

There are also 27 private tertiary education institutions, mostly specialising in courses 

leading to professional qualifications, such as business administration, banking, 

accountancy, marketing, computing, hospitality and catering, secretarial studies and 

teacher-training. Several of these institutions, while not able to award university degrees 

themselves, have articulation agreements with universities abroad (mainly in the UK and 

the USA), where students can continue working towards a university degree. Some of 

these colleges have also been registered to offer post-graduate courses but not all of these 

have as yet been officially accredited. 

This situation has led to a lack of clarity regarding the worth of college certificates and the 

value of these certificates is not always clear in the labour market (in both the private and 

the public sectors). The Cyprus Council on Academic Recognition and Equivalence of 

Tertiary Education Diplomas and Degrees and the Council of Educational Accreditation 

have both been recently established to address these issues. Following the last 

accreditation, it is now clear which courses offered by the private tertiary education 

institutions are indeed of the standard stated by the school. This includes Bachelor as well 

as Master degrees. What remains to be clarified is whether these titles are equal or 

equivalent to the titles given by the University of Cyprus. 

 

 Table 7.1.2.1: Enrolments in full-time education by level (1990-99) 
Tertiary Year Pre-primary Primary Secondary 

In Cyprus Abroad 

1990/91 23694 62962 44614 6554 9028 
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1991/92 24793 63454 47908 5952 9388 
1992/93 24977 64313 51641 6263 9066 
1993/94 25236 64907 54687 6732 8866 
1994/95 25819 64884 57804 7765 9067 
1995/96 26254 64660 59845 8874 9213 
1996/97 25996 64761 61266 9982 9813 
1997/98 26517 64592 61703 10527 10815 
1998/99 26969 63834 62366 10842 12488 

            Source: Department of Statistics and Research, Statistics of Education, 1999. 

As seen in table 7.1.2.1, a large number of tertiary level students study abroad. The same 

can also be seen in table 7.1.2.2, where the school enrolment ratios by level of education 

are shown. From this table it can also be seen that a very high proportion of the children in 

Cyprus attend schooling, as demanded by national legislation. It is also noteworthy that 

the proportion of students enrolling in tertiary education has increased significantly since 

1990. Men aged 18-19 are required to serve in the army for a period of 26 months. 

Table 7.1.2.2: School enrolment ratios by level of education (1990-98) 

Primary Secondary Primary and 
Secondary Tertiary  

Grossa 
Year 

 Grossa Netb Grossa Netb Grossa 

Cyprus Abroad Total 
1990 105 101 83 79 94 15 20 35 
1991 103 99 87 83 96 13 21 34 
1992 101 98 93 89 97 14 20 34 
1993 101 97 95 91 98 15 20 35 
1994 100 96 97 92 99 17 20 37 
1995 100 96 97 93 99 20 21 41 
1996 100 97 97 92 98 23 22 45 
1997 99 96 96 91 97 24 24 48 
1998 100 96 96 91 96 24 28 52 

Source: Department of Statistics and Research, Statistics of Education, 1999. 
a The gross enrolment ratios for a given level of education is derived by dividing the total 

number of students at this level, regardless of age, by the population by age-group, which 
according to national regulations should be enrolled at this level. 

b The net enrolment ration is derived by dividing only enrolments in that age-group that should 
be in schools at a given level, by the corresponding population by the same age-group. 
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Table 7.1.2.3 shows the number of tertiary level students, per 100 thousand inhabitants, by 

gender, studying in Cyprus and abroad. The increase in the number of women is 

remarkably high.  

Table 7.1.2.3: Tertiary level students per 100 thousand inhabitants (1990-98) 
Males Females Total Year 

Cyprus Abroad Cyprus Abroad Cyprus Abroad 
1990 1086 1844 1146 1234 1116 1538 
1991 1004 1851 970 1265 987 1557 
1992 1029 1725 994 1205 1011 1464 
1993 997 1612 1141 1204 1069 1408 
1994 1066 1606 1366 1236 1217 1420 
1995 1124 1593 1625 1263 1375 1428 
1996 1361 1612 1701 1400 1531 1506 
1997 1408 1668 1791 1620 1600 1644 
1998 1442 1870 1826 1896 1634 1883 

             Source: Department of Statistics and Research, Statistics of Education, 1999.  

A detailed comparison with other countries for 1995 is seen in table 7.1.2.4. Cyprus 

compares favourably with Germany in the number of tertiary-level students per 100 

thousand inhabitants. However, its number of tertiary level students is considerably lower 

than the number in many developed countries, especially Canada and the USA. It should 

be stressed, however, that how tertiary-level education is defined may vary from country 

to country. 

Table 7.1.2.4: International comparison of tertiary-level students per 
100 thousand inhabitants, in selected countries, for 1995 
Country Students 
Cyprus 2803 
Canada 5997 
USA 5339 
Norway 4164 
Finland 4190 
France 3600 
Germany 2628 
Denmark 3189 
Italy 3103 
Austria 2970 
United Kingdom 3135 
Greece 3149 

                         Source: Department of Statistics and Research, Statistics of Education, 1999. 
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7.1.3 The training system 

The main actor in the field of training (outside the formal education system) is the HRDA. 

A levy, set at 0.5% of the payroll of all private enterprises and semi-government 

organisations is directed to the fund from which the HRDA finances its activities. Its 

mission is to create the necessary prerequisites for the planned development of the island’s 

human resources at all levels and in all sectors within the overall national economic and 

social policies. 

The main activities of HRDA fall into five categories: 

• The formulation of a comprehensive training policy within the framework of national 

socio-economic priorities on the basis of which appropriate training activities are 

promoted and co-ordinated. 

• The continuous assessment of the economy's present and future human resource 

development needs on the basis of which a coherent training and development policy is 

formulated. 

• The improvement of the training infrastructure, including the introduction of national 

vocational qualifications. 

• The enhancement of the awareness of enterprises, the labour force, and the public of 

the need for continuing training and the provision of related information and advice. 

• The adjustment and conversion to European systems and practices in the area of 

human resource development. 

Its training activities can be divided in two parts, the initial training activities and the 

continuing training activities. The main initial training activities are: 

• Enterprise-based initial training. 

• Institution-based initial training (accelerated programmes).  

• Training for unemployed tertiary education graduates. 
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• The practical training of students. 

Continuing training involves the following: 

• In-company training programmes in Cyprus. 

• In-company training programmes abroad. 

• Continuing training programmes at training institutions. 

• Continuing training programmes abroad. 

The HRDA has other activities regarding infrastructure projects (the HRM Consultancy 

Services Scheme, Scheme for the Development of Training Infrastructure, Standards of 

Vocational Qualifications), research and European co-operation.  

Public, non-formal, education and training is provided as follows: 

• The Apprenticeship Scheme caters to pupils, aged 15 - 18, who either complete or drop 

out of the formal education cycle.  

• The Cyprus Productivity Centre provides vocational training and management 

development courses. 

• The Cyprus Academy of Public Administration, established in l99l, provides further 

training for civil servants. 

• The State Institutes of Further Education and the Adult Education Centres, offer tuition 

in foreign languages, commercial trades and some vocational courses. 

• Evening Technical schools provide after-hours instruction for adults. 

Private, non-formal, education is provided by an increasing number of commercial training 

institutions. Some of them provide work-oriented, part-time, courses. Many offer coaching 

and tuition for external examinations. A few of them provide middle level vocational 

courses, mainly in tailoring and hospitality. Employer's organisations, trade unions and 

professional associations organise courses for their members on a variety of subjects. Also, 

government and semi-government departments provide training seminars on special 
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technical matters on an ad-hoc basis. 

7.2 Initial vocational education and training 

7.2.1 Technical schools 

As noted in section 7.1.1, technical and vocational education and training is provided in 

Technical schools, which are part of the state secondary education system. These schools 

offer a range of specialisations in mechanical engineering, electrical engineering, civil 

engineering and construction, arts and design. Technical schools also train workers for the 

clothing and shoemaking industry, but these industries are now in retrenchment. The last 

time new programmes (graphic and fashion design, computer technology) were introduced 

was in the late l980s. Although curricula are regularly updated, few new occupational 

profiles (e.g. computer engineering) have been introduced at technical and vocational 

schools.  

Technical schools also run the Apprenticeship Scheme. This is designed for persons aged 

15 years and over, who have completed the three years of compulsory secondary education 

and have a vocational outlook. The system is administered by the Ministry of Labour and 

Social Insurance and the wage costs for the days that apprentices spend in school are 

subsidised from the Human Resource Development Fund at HRDA. Apprentices are 

employed in industry and receive general education and vocational training, on a day 

release basis, for a period of 2 years. The program combines technical training with 

practical experience in industry and aims to facilitate the transition from schooling to the 

workplace.  

So far, the Apprenticeship Scheme has been very successful but, in recent years, it is 

facing problems as it tends to attract the least academically able students and it is currently 

under review. The main operational and structural problems of the Apprenticeship Scheme 

are: 

• The low educational standard of students and the lack of uniformity of the classes. 
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• The lack of opportunities for instructors to adopt modern teaching techniques. 

• The fact that the syllabus does not correspond to the needs of the economy. 

• The fact that the existing infrastructure in Technical schools is not sufficient to cover 

the needs of the enrolled students. 

• That only a few companies have adequate facilities to provide on-the-job-training. 

• Its operating rules and regulations need modernisation. 

• The difficulty in raising the funds required to improve and upgrade the program. 

 The Apprenticeship Scheme only caters for some 50% οf Lykeion dropouts. As a result, a 

considerable number οf young people enter the labour market without qualifications 

beyond compulsory schooling. However, it is possible for some students, after finding 

employment, to acquire a qualification through the so-called accelerated vocational 

training courses offered by the Productivity Centre and funded by the HRDA. Dropouts 

can also attend evening technical classes, run by the Ministry of Education. 

Regarding participation, it is worth noting that Technical schools are predominantly 

attended by boys (3433 as opposed to 737 girls during 1996/97). The problem is almost 

certainly not that access differs by gender but, rather, that these programmes are 

particularly unpopular with girls. The gender distribution with respect to the type of 

education received does not differ much from patterns in EU countries. 

 

7.2.2 The HRDA’s initial training programmes 

As noted earlier, the main initial training activities of HRDA are enterprise-based initial 

training, institution-based initial training (accelerated programmes), training for 

unemployed tertiary education graduates and the practical training of students. 

Accelerated programmes aim at training new entrants into the labour market to meet the 
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needs of occupations with significant labour shortages. These programmes last from 12 to 

24 weeks and include practical training in industry. They are offered by HRDA in 

collaboration with the Higher Hotel Institute and the Cyprus Productivity Centre (see 

7.2.4). In 1999, 253 persons were trained in these technical and tourist occupations as 

compared to 337 in 1998. Enterprise-based initial training aims at meeting company needs 

for initial training of newly employed personnel. In 1999, 110 persons were trained. 

HRDA also funds the training component of programmes, aimed at facilitating the 

transition into the labour market, to students of the Higher Technological Institute, the 

Higher Hotel Institute, and students in the hotel sections of Technical schools. In 1999, 

441 students were subsidised in their practical training as compared to 598 in 1998. 

HRDA provides funding for the initial vocational training schemes mentioned above. 

Funding for the accelerated programmes covers the cost of the institutional training, a 

weekly allowance to trainees and subsidies for the enterprises employing the trainees. In 

the case of the practical training of students, financial assistance is provided to employers, 

depending on the programme and the branch/sector attended by the student.  

7.2.3. Links with the labour market 

Secondary vocational education and training and tertiary-level colleges all include 

internships and practical work periods in their study programmes and a good network of 

companies which provide training places has been developed. The Ministry of Education 

has introduced a generous scheme through which teachers and trainers can be seconded to 

companies to become acquainted with developments in industry. Occasionally, teachers 

and trainers also take part in courses organised for and by companies. Representatives of 

social partners (trade unions, government departments and employers’ organisations) on 

the other hand, participate in sector committees for the updating of vocational curricula. 

Nevertheless, some employers argue that school leavers do not possess some of the skills 

they need, especially in the area of computer literacy. While private training providers 
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organise personal computer and bookkeeping courses, training levels are very uneven and, 

until recently, there were no generally agreed quality or competence standards. In 1995, 

the Chamber of Commerce and Industry developed standards based on inquiries among its 

members and the experience of other European Chambers. It also assumed responsibility 

for assessment and certification. More than l00 private training providers now apply these 

standards and prepare trainees for theoretical and practical examinations organised by the 

Chamber. The certificates are now recognised by enterprises and the Chamber has applied 

to the government for recognition of its standards and certificates.  

It is generally felt that initial training institutions pay little attention to enterprise creation 

and self-employment. These areas have been a very important source of employment 

growth in a number of countries and deserve more attention from vocational education and 

training policymakers. 

7.2.4 The Cyprus Productivity Centre 

The Cyprus Productivity Centre (CPC) was established in 1963 by the Cyprus 

Government in collaboration with the United Nations Development Program and the 

International Labour Office. However, since November 1974, the Government has taken 

over complete control of the operation of the CPC. Administratively, the CPC is a 

Department of the Ministry of Labour and Social Insurance. The CPC has the following 

specific aims: 

• To increase productivity. 

• To develop management courses that help university graduates and secondary school 

graduates obtain employment as professional managers or supervisors. 

• To upgrade the skills of technicians and to train unskilled persons in various vocational 

trades through training programmes and accelerated training programmes. 

• To undertake management and technical consultancy in order to improve the structure 

and functioning of private and public organisations. 
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The CPC has four distinct components: the Management Development Component, the 

Public Administration Component, the Mediterranean Institute of Management (MIM), 

and the Vocational Training Component. 

7.3 Continuing vocational training 

The continuing vocational training sector in Cyprus is considered as part of the non-formal 

education sector and it consists of public and private training. Normally about 19000 

adults are enrolled in public Adult Education Centres where they take courses in a variety 

of personal development subjects. The main actor in the field of continuing vocational 

training is the HRDA. The vast majority of continuing vocational training participants take 

courses sponsored by the HRDA.  

7.3.1 The HRDA’s continuing training programmes 

Continuing training activities of HRDA involve in-company and continuing training 

programmes at training institutions in Cyprus and abroad.  

Any type of work-related training activity (excluding formal education) organised by 

private or public organisations may be submitted for approval and subsidy to the HRDA. 

In 1999, the number of participants in continuing training activities subsidised by HRDA 

reached 40750 persons.  

Exact figures on in-company training are not available, except in the case of HRDA-

subsidised activities. In-company training has become a priority for HRDA. For 1999 a 

total of 41992 persons were trained, as compared to 33566 in 1998. Out of these, 21307 

(50.7%) were provided with in-company training, as compared to 15401 in 1998. Before 

the establishment of the HRDA, such training was largely restricted to large banks, semi-

government organisations (such as the Electricity Authority and the Telecommunications 

Authority), large industrial enterprises and hotels. The funding policies of the HRDA have 

also made it possible for SMEs to organise in-company training. How to further support 
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small enterprises’ training continues to be one of the main challenges for the future 

development of the HRDA. 

Figure 7.3.1: Percentage of trainees in technology-related issues by sector (1996-97) 

0% 5% 10% 15% 20% 25%

Manufacturing

Construction

Services

 
Source:  The SMEs of Cyprus at the Threshold of 2000, the Contribution of Human Resources: 

Construction, Human Resource Development Authority, 1999. 

The SMEs of Cyprus at the threshold of 2000, the contribution of Human Resources: 
Manufacturing, Human Resource Development Authority, 1999. 

The SMEs of Cyprus at the threshold of 2000, the contribution of Human Resources: 
Services, Human Resource Development Authority, forthcoming. 

Figure 7.3.1 presents, for 1996-97, the percentage of trainees, by sector, who were exposed 

to issues relating to technology. The numbers refer to employees of small to medium-sized 

companies. In manufacturing, 15.4% (1162 individuals) of the total number of participants 

were trained in the area of technology. In construction, this figure was 21.2%, (405 

individuals), while in services the figure was 18.1%, (2894 individuals).  

7.3.2 Issues in continuing vocational training 

The area of continuing vocational training has developed rather successfully and, so far, 

has been responsive to labour market training needs. HRDA has helped the development 

of a professional training market through subsidies and investments in equipment and a 

number of institutions (colleges, the Cyprus Productivity Centre, the Mediterranean 
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Institute for Management, and the Higher Hotel Institute) have benefited. HRDA has 

significantly increased its activities in company-based training of the employed.  

In surveys of the training needs of companies, the majority of responding enterprises, 

regardless of sector, rank training in new technology as the highest priority. Furthermore, 

trade unions argue that too little attention is being given to the retraining of the 

unemployed. They also argue that institutional capacities are not sufficient to cope with 

the expected increase in general training needs. 

7.4 Other training schemes  

7.4.1 Management/business education and training 

Business education and management training appear to be well developed in Cyprus, both 

at college and university levels and in the continuing vocational training sector. The 

Employers Federation and the Chamber of Commerce and Industry have their own 

management development programmes, while the Institute for the Public Academy 

Administration (Ministry of Finance) offers management training programmes for civil 

servants. However, full degree courses are only offered to a small number of students at 

the University of Cyprus and a large number of school leavers have to go abroad for 

business and management degree courses. 

The Mediterranean Institute for Management (MIM) provides a one year full-time course 

for a small number of university graduates (about 25 individuals annually) and a part-time 

programme for also a small number graduates (35 people annually) who have found 

employment. Other institutions (Higher Hotel Institute, Cyprus Productivity Centre and its 

Mediterranean Institute for Management) offer non-degree management programmes.  

A considerable part of the Human Resource Development Fund is devoted to in-company 

and institution-based management training and development. A lot of attention is also paid 

to SMEs, and to micro enterprises, both of which account for 99% of the Cypriot 
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companies. However, there seems to be a lack of initiatives in the field of training for self-

employment. Initial training institutions do not pay adequate attention to topics related to 

enterprise creation or self-employment. Management training is focused on training 

managers for larger organisations. Enterprise creation may be a key area for future 

employment development and would therefore merit more attention from vocational 

education and training policymakers. 

7.4.2 Training for the unemployed 

New entrants in the labour market can participate in certain training programmes funded or 

provided by HRDA. In addition to the accelerated training programmes for new entrants 

and enterprise-based initial training, unemployed tertiary education graduates can 

participate in the programme for the strengthening of the management capacity of 

enterprises. Companies are encouraged to select graduates for training with a view to 

continue employing them after the training programme has been completed. These 

programmes are of 6 to 12 months duration, depending on the needs of the post and the 

qualifications of the graduates involved. They include both theoretical and practical 

training. Graduates are selected by enterprises. They are accepted if they have no working 

experience at all or if their experience is less than 12 months. In 1999, 109 graduates 

participated in this scheme as compared to 114 in 1998. 

In addition, the Scheme for the Self-employment of Tertiary Education Graduates, 

implemented by the Department of Labour, offers financial incentives to unemployed and 

underemployed tertiary education graduates who wish to establish their own business. 

7.4.3 Vocational guidance 

HRDA conducts its own research on the economy’s employment needs and communicates 

the results to government departments, education and training establishments, enterprises, 
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employers’ associations, trade unions, and the general public. Guidance is provided by the 

Ministry of Education and Culture and by the Ministry of Labour and Social Insurance. 

The Ministry of Education and Culture has a special department, the Counselling and 

Career Education Service, which caters for the secondary school students and other 

individuals seeking information on further studies at home or abroad. Its main purpose is 

to help students make sound educational or professional decisions based on their personal 

skills and talents and the current and anticipated state of the labour market. Specially 

trained teachers, who attend a one-year course in the subject of vocational training, are 

responsible for giving counselling and career advice to prospective students. 

The vocational guidance services provided by the Department of Labour in the Ministry of 

Labour and Social Insurance, are intended for every individual, including students, who 

wish to be informed about developments in the labour market. Individuals benefiting from 

this service include school leavers, the unemployed, employed individuals who wish to 

improve the quality of their job match, and individuals who wish to continue their 

academic education. Officers, from the Department, visit secondary schools to discuss 

employment opportunities in the private and public sectors and options regarding further 

education. The Department also provides information on employment, unemployment and 

available vacancies and advises the unemployed on programmes offered by HRDA. It also 

collaborates with the Ministry of Education on matters relating to technical education.  

Despite the many efforts of various departments to provide professional guidance and to 

alleviate the problems of the unemployed, several problems remain, including the 

following:  

• Labour market forecasts by HRDA relate to short-term needs and cannot be used for 

long-term planning.16 

                                                 
16 A study that will identify medium term needs of the labour market has recently been initiated by the 
HRDA. 



73 

• Educational programmes are not flexible enough to incorporate technological advances 

into curricula. 

• Employment opportunities are lost because workers cannot obtain the necessary 

training in new technologies. 

7.4.4 Care and rehabilitation of the disabled 

Since January 1990, the Service for the Care and Rehabilitation of the Disabled operates 

within the Department of Labour, in the Ministry of Labour and Social Assistance. It aims 

to promote equal rights and opportunities for disabled persons and to facilitate their full 

participation in the economic and social life of the country. The Service engages in the 

following activities: 

• It provides vocational guidance, training and retraining, placement for employment in 

the open market, sheltered employment, and self-employment. 

• It provides income allowances to cover special needs by the disabled. 

• It attempts to remove physical and social barriers that inhibit the full participation by 

disabled individuals in cultural, religious, sport and other activities. 

• It offers assistance for the provision of technical aids and equipment which facilitate 

living and employment conditions for the disabled.  

• It co-ordinates all relevant activities in the public sector. 
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8. LABOUR MARKET INSTITUTIONS 

8.1 Public employment services  

In Cyprus, public employment services fall under the jurisdiction of the Department of 

Labour, in the Ministry of Labour and Social Insurance. The Department of Labour 

consists of three sections: The Employment and Industrial Training Section, the Service 

for the Care and Rehabilitation of the Disabled and the Employment of Foreign Labour 

Section. Employment services are offered through four District Labour Offices in the 

Districts of Lefkosia, Lemesos, Larnaka, and Pafos.  

The most important task of public employment services is matching job seekers to 

employment vacancies. This matching, shown for 1998 in Table 8.1.1, is measured by the 

ratio of placements to vacancies (last column in Table 8.1.1), is dependent on the labour 

market demand and supply fundamentals and varies across sectors of economic activity. In 

Agriculture, Forestry and Fishing, Construction, Transport, Storage and Communication 

and Community, Social & Personal Services the placement ratio was fairly high, whereas 

in Trade, Restaurants and Hotels the ratio was only 0.13. 

Table 8.1.1: Vacancies and placements by economic activity (1998) 

Sector of economic activity Vacancies Placements 
Placements/ 
vacancies 

Agriculture, Forestry and Fishing 384 177 0.46 
Manufacturing 1952 394 0.20 
Construction 1624 805 0.50 
Trade, Restaurants and Hotels 6202 788 0.13 
Transport, Storage and Communication 358 250 0.70 
Financing, Insurance, etc. 750 157 0.21 
Community, Social & Personal Services 1935 1029 0.53 

TOTAL 13232 3611 0.27 

Source: Department of Statistics and Research, Labour Statistics 1998.  

 

The Department of Labour has the following responsibilities too:   
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• It provides counselling and guidance to job seekers on the acquisition of skills likely to 

improve their future employment prospects. 

• It is responsible for the administration of the Apprenticeship Scheme and for the 

implementation of the scheme for the employment of tertiary education graduates as 

self-employed. 

• It promotes other training schemes provided by the Human Resource Development 

Authority and other bodies.  

• It bears responsibility for the implementation of the policy on the employment of 

foreign nationals.  

• It administers, in conjunction with the Social Insurance Department in the same 

Ministry, the system of unemployment benefits. 

The effectiveness of current arrangements for the provision of employment services is 

being tested by increasing workloads and the need to reform the system in order to provide 

better quality services and cope with its new role that emerges in the EU. Some attempts 

have been made to determine the appropriate amount of resources that should be devoted 

to this purpose.17 

8.2 Private employment services 

There are no official records on the activities of private employment services in Cyprus. 

However, such services do operate albeit on a very small scale. Their conduct has only 

recently been regulated. By May 23, 2000, 67 applications for the registration of private 

employment services had been received, of which 37 were approved, 19 rejected and 11 

are still pending. 

                                                 
17 Hemmings A., Cyprus Employment Services, Review and Recommendations for Improvement and 
Harmonisation with European Union Policies and Legislation, Commonwealth Secretariat, 1996.  
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8.3 Trade unions18 

Since 1960, when Cyprus became independent, the Government has adopted and promoted 

the principle of free collective bargaining in industrial relations. Thus, workers and 

employers organisations are recognised by the state and accepted by society at large as 

playing an important role in the development of the economy, the determination of 

working conditions and the distribution of income. 

The national trade unions are small in number and co-operate closely. The largest national 

unions are the Pancyprian Federation of Labour (PEO) consisting of ten unions, each with 

a few district branches, and the Cyprus Workers’ Confederation (SEK) consisting of seven 

federations. PEO is a member of the WFTU (World Federation of Trade Unions) and SEK 

a member of the ICFTU (International Confederation of Free Trade Unions) and ETUC 

(European Trade Union Confederation). Both PEO and SEK represent most sectors of 

economic activity, including public utilities.  

Smaller national unions are the Democratic Labour Federation (DEOK) and the 

Pancyprian Federation of Independent Trade Unions (POAS). Other unions, not affiliated 

to national centres, include the Public Servants’ Union (PASYDY), the three Teachers’ 

Unions (POED, OELMEK and OLTEK) and the Bank Employees’ Union (ETYK). 

All trade unions in Cyprus have pursued their aim to help the workers by: 

• Participating in the formulation of government policy through advisory committees 

and boards. 

• Attempting to influence public opinion. 

• Collective bargaining for the conclusion and implementation of collective agreements. 

                                                 
18 Sections 8.3 and 8.4 draw on information supplied by the Department of Labour, Ministry of Labour and 
Social Insurance. 
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With a coverage of about 80 per cent, trade unions in Cyprus are highly influential. They 

are generally seen as institutions contributing to balanced progress. The largest national 

unions are members of the Labour Advisory Board and a wide network of tripartite and 

other committees, advising the government on labour and social policy, economic policy 

and planning, consumer protection, and other important matters. 

8.4 Employers’ organisations 

Most of the employers’ associations are members of the Cyprus Employers’ and 

Industrialists’ Federation (OEB) and the Cyprus Chamber of Commerce and Industry 

(KEBE).  

Both OEB and KEBE are members of the Labour Advisory Board and other important 

tripartite committees and boards, and have long been recognised by the state as the 

representatives of employers. They are also registered under the Trade Unions legislation, 

so that they can have the right to act collectively and to resort, when necessary, to lockouts 

and similar measures in connection with labour disputes. 

The main aims of employer associations in Cyprus are the following: 

• Defend and promote the system of private enterprise and free economy. 

• Promote economic and industrial development. 

• Safeguard and promote the interests of their members. 

They pursue these aims through various actions, including the provision of economic and 

industrial relations services to their members, particularly in connection with labour 

policy, collective bargaining, and industrial development. They also assume representation 

of their members and the business community in general in various government bodies and 

parliamentary committees. 
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8.5 Employment and labour market regulation19 

The sources of Labour Law in Cyprus are the international instruments ratified/accepted 

by the government of Cyprus, the Constitution of the Republic of Cyprus itself, statutes 

and relevant case law. Other sources (non-legally binding norms) regulating conditions of 

employment and industrial relations generally are various collective agreements and the 

Industrial Relations Code. Current labour legislation safeguards, inter alia, the right to 

organise and bargain collectively and sets standards for the protection of special groups of 

workers.  

In general, the existing legislative framework is partly in conformity with the acquis and 

full compliance will be achieved gradually by 1/1/2003. In spite the prime role of 

collective agreements in the prevailing system of labour relations, the Government of 

Cyprus will proceed with the introduction of new and/or amendment of existing legislation 

given that collective agreements do not have the erga omnes effect and are not legally 

binding. 

Working conditions are determined chiefly through collective bargaining. The basic 

principles and procedures for collective bargaining are set out in the Industrial Relations 

Code that has been agreed upon at the national level, between workers’ and employers’ 

organisations. The great majority of workers (more than 70%) are covered by collective 

agreements. Collective agreements, although not legally binding, are enforceable in courts 

on the basis of Contract Law. The parties to a collective agreement are the employer(s) and 

the trade union(s). The level of representation (e.g. enterprise, association, federation) 

depends on the level of bargaining, the most frequent being that of the industry. There is 

no system of direct extension of collective agreements. 

                                                 
19 This section draws on information supplied by the Industrial Relations Service, Ministry of Labour and 
Social Insurance. 
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Legislation governing termination of employment was enacted in 1968. The law covers 

employees in the private and public sectors, including apprentices, and determines the 

period of notice that the employer must give to the employee in case of dismissal. The law 

also sets conditions under which dismissal can be deemed unreasonable and is, therefore, 

subject to compensation. The employer does have the legal right to declare an employee 

redundant. In such cases, if the employee has been working continuously for 104 weeks, 

he or she is entitled to compensation from the Redundancy Fund. This Fund is totally 

financed by contributions from employers. 

Legislation, concerning certain aspects of employment provides for minimum wages20, 

specifies hours of work and minimum annual leave entitlements and deals with some other 

issues, mainly for workers without strong union connections. These workers are found 

mostly in clerical and retail services, child-care, nursing and hospitals. Tripartite 

committees regulate conditions of work in the hotel and catering industry. In the public 

sector, i.e. public administration, hospitals and schools, collective bargaining is carried out 

by special joint mechanisms.  

Wages and terms of employment are basically determined through collective agreements. 

Wages are fully protected against inflation because an automatic inflation adjustment 

operates for nearly all occupations in Cyprus. The full and automatic nature of wage 

indexation is an issue that has created long debates among labour market participants. It is 

strongly supported by trade unions as a non-negotiable employee right and heavily 

criticised by the employers as undermining the competitiveness of the Cypriot economy. 

Discrimination against women in terms of pay is illegal, yet, as seen earlier, women have 

lower earnings than men primarily because they are generally employed in low-wage 

occupations.  

                                                 
20 The minimum wage legislation in Cyprus applies to clerks, sales persons, assistant nursery teachers and 
school and nursing assistants. From April 1, 2000, the monthly minimum wage for individuals in these 
occupations who do not belong to a trade union is CYP266 for newly appointed employees and CYP287 for 
employees with at least six months of service with the same employer. 
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 8.6 Tripartite co-operation and collective bargaining 

Tripartite bodies, consisting of representatives from trade unions, the employers’ 

organisations and the government, have a major role to play in employment-related 

decisions. Many of these bodies have real powers and responsibilities, while others act in 

an advisory role. The Tripartite Advisory Committees have a substantive role to play in 

view of the importance attached by government to collective effort. These committees 

range from the Labour Advisory Board at the national level with terms of reference to 

advise the Minister of Labour on all labour and social policy matters, to the District 

Labour Advisory Committees at the local level. Every proposed piece of labour legislation 

as well as on social programmes and labour market policies generally are discussed in the 

Labour Advisory Board before it is presented to Parliament.  

The tripartite Standing Advisory Committees or Boards dealing with employment and 

training within the Ministry of Labour and Social Insurance are: 

• The Apprenticeship Board. 

• The Apprenticeship Committee. 

• The Management Board of the Rehabilitation of the Disabled. 

• The Permanent Committee for the Unemployment of Tertiary Education Graduates. 

The system of industrial relations in Cyprus is governed by the Industrial Relations Code. 

The Code is an agreement between the government, the employers and the trade unions, 

which states the rights of each side and determines the principles of labour relations and 

procedures that have to be followed in case of disputes. The Code is not a legal document 

but is, nevertheless, very rarely violated. The Code recognises the right of employers and 

employees to organise freely and the right of trade unions to represent workers during 

collective bargaining on all matters affecting their relationship with employers. It 

recognises that collective bargaining represents the most appropriate way to determine 
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conditions of employment (e.g. rates of pay, hours of work and other benefits) and 

describes the procedures that should be followed in case of disputes.  

In general, collective bargaining involves only the employers’ associations and the trade 

unions. However, if direct negotiations between them fail, either party can ask for 

mediation. Mediation is normally offered by the Industrial Relations Service of the 

Ministry of Labour and Social Insurance, which is responsible for preventing collective 

bargaining controversies. The settlement proposed by the mediator is not binding on the 

negotiating parties. If, after the involvement of a mediator, no agreement is reached, a 

deadlock is declared. Unions may then strike and employers may lock out their employees. 

In cases involving the interpretation of terms in collective bargaining agreements that are 

already in force, the code provides that the dispute will be referred to arbitration. 

Table 8.6.1 shows the number of work stoppages and the number of workdays lost through 

strikes between 1990-98. The workdays lost peaked in 1995 and they were much lower 

during 1996, 1997 and 1998. The workdays lost are highly concentrated in Manufacturing 

and Construction. The figures for workdays lost in Table 8.6.1, are considerably lower 

than those in countries such as the US, Australia, Canada, Germany, Italy Japan, Mexico 

Sweden and the UK.21 In 1993, for instance, the workdays lost represent the equivalent of 

102 workers (23883 workdays lost/235 workdays per year, the figure used in Filer, 

Hamermesh and Rees (1996), p. 458) idled for a year through work stoppages. This is 

0.038% of the gainfully employed population of 265300 (Table 4.3.1), a number lower 

than the comparable figure reported for all of the above countries, though not France. It 

should be noted that in 1992 and 1995, the entire construction sector was on strike for two 

and three days, respectively, a fact that explains the large number of workdays lost in those 

years.  

Table 8.6.1: Work stoppages and workdays lost from strikes by sector (1990-98)  

                                                 
21 See Filer R. K., Hamermesh D.S. and Rees A.E. The Economics of Work and Pay, Table 12.1, p. 458, 
Harper Collins College Publishers, 1996. 
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Stoppages and workdays lost 1990 1991 1992 1993 1994 1995 1996 1997 1998 Total 

A. Work stoppages 20 31 27 24 32 26 20 16 20 216

B. Workdays lost 32714 10347 59720 23883 28911 97609 7705 5240 7948 274077
Agriculture, Forestry, Fishing 45 0 0 0 0 0 1400 0 0 1445
Mining and Quarrying 0 0 0 150 0 200 0 0 0 350
Manufacturing 175 4386 3611 6645 17579 31094 1142 1500 3802 69934
Electricity, Gas and Water 0 100 105 72 60 0 200 0 50 587
Construction 6048 0 40000 130 0 60000 0 0 0 106178
Trade, Restaurants and Hotels 329 418 0 4284 7267 3522 526 1173 1400 18919
Transport, Storage, Commun. 810 440 5830 240 0 274 235 0 50 7879
Financing and Insurance  24305 620 301 0 0 0 0 0 0 25226
Community, Social Services 462 4383 9873 12362 4005 2519 4202 2567 2646 43019

Source: Department of Statistics and Research, Labour Statistics 1998. 
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9. EMPLOYMENT AND LABOUR MARKET POLICIES 

9.1 Labour market policies 

Following the establishment of the Republic of Cyprus in 1960 and with the view to 

accelerating economic and social development on the island, the government adopted a 

series of Five-Year Development Plans. In the context of these strategic development 

plans, employment issues were explicitly addressed. The latest Five-Year Development 

Plan covers the period 1999-2003 and has the following major objectives: 

• The harmonisation of employment policy with the EU, including the terms and 

conditions of employment and the protection of employees against unfair dismissal. 

• The gradual relaxation of restrictions on the employment of EU nationals and the 

removal of obstacles to the free movement of labour to and from EU countries. 

• Following up on opportunities, created by the participation of Cyprus in the European 

Union Fund, once accession has been achieved. 

• The maintenance of conditions of full employment and the increase in the participation 

of women in the labour force. 

• The encouragement of flexible conditions of employment through short term contracts, 

part-time employment, flexible working hours, etc. 

• The rational distribution of labour by sector, occupation, and region. 

• The further improvement of labour productivity through training and retraining. 

• The encouragement of Cypriots living abroad to return to Cyprus. 

• The reduction of possible differences in the conditions of employment between the 

private and public sectors. 
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The main target of the latest Strategic Development Plan is to increase employment by 

1.2% annually and to maintain the level of (registered) unemployment at 3%, a level 

thought to effectively represent conditions of full employment. The policy measures 

proposed in the development plan that refer to employment are divided into two groups: 

Measures dealing with harmonisation with the EU, and all other policies.  

Measures to upgrade and modernise the services provided by the Department of Labour 

are now considered a priority in Cyprus. The computerisation of public employment 

services will enhance effective operations because it will enable District Labour Offices to 

match unemployment registrations with job vacancies in the best possible way. It will also 

improve the quality of labour market statistics. A further payoff may be the reduction in 

the cost of routine procedures such as the processing of work-permits for foreigners. 

However, computerisation alone is not sufficient to ensure improved effectiveness in the 

provision of employment services. Staff training and recruitment of competent personnel 

are steps that need to be taken along with computerisation. 

Another group of measures aims at enhancing the participation in the labour market of 

certain groups, particularly women. Measures to encourage the gainful participation of 

women in the labour force include the creation of additional private and state nursery 

schools, the promotion of part-time employment and flexible hours, and the retraining of 

women that have temporarily withdrawn from the labour market. These measures may also 

entice other groups of the population to gainful employment, e.g. pensioners, students and 

the disabled.  

Finally, emphasis is given to upgrading the services provided for vocational guidance by 

the Ministry of Education and Culture, the Department of Labour, and the HRDA. In 

particular, more effort is devoted to identifying the sectors and occupations in the 

economy with promising long-term employment prospects.  
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9.2 Passive labour market measures:  

9.2.1. Unemployment insurance  

The most important passive instrument for the support of the unemployed in Cyprus is the 

unemployment benefit. This assistance is available if an unemployed person: 

• Is not entitled to an old-age pension from the Social Insurance Fund 

• Is not less than 16 years of age. 

• Is capable of and available for work. 

• Has contributed to the Social Insurance Fund for at least 26 weeks prior to becoming 

unemployed. 

• Has contributed not less that 26 times the weekly amount of basic insured earnings. 

• Has paid or credited contributions, in the previous year, that are not less than 20 times 

the weekly amount of insured earnings.  

Eligible unemployed individuals may start receiving the benefit after four days of 

unemployment. An unemployed person who was employed by a Cypriot employer abroad 

may start receiving the benefit after thirty days of unemployment. The duration of the 

benefit is 156 working days in the same unemployment spell. 

The unemployment benefit includes a basic benefit and a supplementary benefit. The 

weekly basic benefit is equal to 60% of the average of weekly insured earnings in the year 

prior to unemployment and increases to 80% for entitled persons with one dependent, to 

90% for two dependants, and to 100% for three, or more, dependants.  

It is not possible for an unemployed person to receive benefits after the entitlement period 

(i.e. after 156 days) unless she/he starts working again and completes at least 26 weeks in 

employment during which contributions to the Social Insurance Fund are paid. 
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9.2.2 Social assistance 

The right to social protection is guaranteed by the Public Assistance and Services 

Legislation first enacted in 1975 and amended thereafter several times. This legislation, 

unified in 1991, aims to ensure an annually reviewed, socially acceptable minimum 

standard of living for all persons legally residing in Cyprus. A range of social welfare 

programmes and community services are available for families and children, as well as for 

the elderly and the disabled. Home care and community development is available through 

a system of grants. 

The National Social Insurance Scheme covers all employed and self-employed nationals 

and non-nationals. It provides them with pensions and benefits in all branches of social 

security. In particular, the Scheme provides, inter alia, a social pension in the form of 

financial support to those who reach the age of 66 and are not entitled to any benefit or 

pension. A child benefit is payable to families with at least four dependent children. 

As regards persons with disabilities, the government’s policy is based on the principle of 

removing physical and social barriers and the introduction of positive measures for the 

integration of disabled persons in society and the labour market. This policy is promoted 

through a variety of schemes, programmes and measures. For example, a draft Law has 

been recently submitted to the House of Representatives providing for the general 

principle and for specific measures for non-discrimination in employment. 

Regarding the health care system, health care in Cyprus is currently provided through the 

public and private sector. New legislation for the introduction of a National Health 

Insurance Scheme (NHIS) in Cyprus has been submitted to the House of Representatives 

and is now being discussed. This new Health Scheme will be providing universal coverage 

and its financing will be based on contributions from the social partners: the government 

contribution will cover approximately 50% of the scheme’s total budget, whereas the 

remaining 50% will be shared equally between employers and employees. The scheme 
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will introduce checks and balances so as to effect cost containment and improve the 

quality of services. 

9.3 Active labour market measures 

Most of the activities funded by the HRDA consist of active labour measures. As noted 

previously the HRDA promotes and funds training and other activities. The training 

activities are divided into initial training and continuing training activities. The main initial 

training activities consist of enterprise-based and institution-based initial training, training 

for unemployed tertiary education graduates, the Apprenticeship Scheme and practical 

training for students. 

Continuing training involves the following in-company training programmes in Cyprus 

and abroad and continuing training programmes at training institutions and abroad. The 

HRDA has other activities regarding infrastructure projects including the HRM 

Consultancy Services Scheme, the Scheme for the Development of Training Infrastructure 

and the Standards of Vocational Qualifications. 

The following active labour market activities are undertaken by the Department of Labour: 

• Vocational guidance. 

• The Scheme for the Self-Employment of Tertiary Education Graduates. 

• The Supported-Employment Scheme for Persons with Disabilities. 

• The Self-Employment Scheme for Persons with Disabilities. 

• The Self-Employment Scheme for Repatriates. 

• The Scheme for the Encouragement of Labour Force Participation by Older Persons. 
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9.4 Industrial policies22  

The industrial policies of Cyprus have always been based on the premise that productive 

and commercial activity is the responsibility of the private sector, whereas the role of the 

state is to foster an environment conducive to private initiative and to create the necessary 

infrastructure. The strategy for sectoral development targets at restructuring and enhancing 

of competitiveness of all sectors of economic activity in line with the comparative 

advantages of Cyprus (geographic location, human capital endowment etc). 

The Ministry of Commerce, Industry and Tourism, after examining the industrial policy of 

the EU, proceeded with a re-direction of its industrial policy through the adoption of the 

principal guidelines set out by the EU, in the new Five Year Strategic Development Plan 

covering the period 1999-2003. Industrial policy measures in the new Five Year Plan 

include support for restructuring the traditional industrial sector, assistance to the existing 

and the development of new high-technology industries, measures to attract capital-

intensive foreign investment, and the fostering of innovation, research and technological 

development. 

The “New Industrial Policy” includes the following schemes and incentives: 

• The creation of business incubators that aim to help new inventors in the early stages 

to materialise, develop and trade innovative ideas through the setting up of new 

productive enterprises.23 

• The creation of a Centre for Technology, Research and Development, including plans 

for the creation of a centre for carrying out applied research and development in 

specific high-technology fields, where Cyprus has a comparative advantage.  

                                                 
22 This section draws on information supplied by the Planning Bureau. 
23 The final structure and the details pertaining to the operation and management of the incubators are 
currently under study and promotion by a specially set-up, high level, Technical Committee. 
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• The provision of grants for the technological upgrading of existing or new 

manufacturing units investing in new machinery and equipment with the aim of 

increasing their productivity and improving the quality of their products.  

• The provision of grants to cover part of the expenses incurred (e.g. cost of the study, 

and transportation costs) for the creation of mergers, joint ventures and sub-contracting 

aiming to improve their competitiveness. 

• The provision of grants for enhancing the quality of manufactured products; these 

include covering part of the expenditure for testing products abroad and purchasing 

equipment, obtaining consultancy services and assessment, and implementing the 

HACCP system in the food and beverage industry.  

Although the schemes do not generally distinguish between small, medium or larger units, 

in view of the predominance of SMEs in all sectors of the Cyprus economy, size is one of 

the parameters which is taken into account in policy formulation.24 A scheme targeting the 

SMEs for example, offers guarantees and interest rate subsidisation for loans granted to 

SMEs.  

Attention to SMEs is also paid in the context of measures taken for EU harmonisation. The 

Ministry of Commerce, Industry and Tourism has initiated a comprehensive strategy and a 

medium-term programme for SMEs in order to facilitate the implementation of the acquis. 

Furthermore, the new Five Year Strategic Development Plan includes a separate chapter 

on SMEs based on the EU scheme Integrated Programme for SMEs, and sets the following 

objectives: 

• The creation of a simplified legal and institutional framework for SMEs. 

• The improvement of the financial environment. 

                                                 
24 The overwhelming majority of enterprises (99.9%) employ less than 250 persons whereas 95% employ 
less than 10 persons. 
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• Helping SMEs to internationalise their activities and re-orient their strategies through 

improved information systems and services. 

• Enhancing of the competitiveness of SMEs. 

• Improving access to R&D, technological upgrading, training and information services. 

9.5 Policies specific to services 

One of the main strategic objectives of the Government of Cyprus is the promotion of the 

island as a reputable international and regional services centre of high quality, through the 

exploitation of its comparative advantages. This is considered important, with a view to 

reducing the dependence of the economy on tourism and its vulnerability to exogenous 

factors. 

In order to facilitate the achievement of this objective, the Planning Bureau of the 

Government of Cyprus, in co-operation with the business community and experts from the 

private sector, has prepared an action plan, which forms an integral part of the Strategic 

Development Plan 1999-2003. 

This action plan aims at reinforcing the export orientation of Cypriot businesses, 

encouraging the co-operation and the formation of strategic alliances of Cypriot with 

foreign enterprises and exploiting the opportunities that arise in the former socialist 

countries of Central and Eastern Europe and the Middle East. 

The policy measures of the action plan attach emphasis on:  

• the creation of a transparent legal framework for the operation of the private sector, in 

the cases that such a framework does not exist,  

• the setting up of the necessary institutional framework,  

• the continuous upgrading of infrastructure, particularly in the sectors of transport and 

communication, 
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• the furthering of human resources, 

• the intensification of the marketing campaign emphasising the comparative advantages 

of Cyprus as a regional services centre,  

• the liberalisation of inward and outward direct investment, and 

• the extension of the bilateral agreements for the mutual promotion and protection of 

investment and avoidance of double taxation. 

At the same time, the Government of Cyprus has prepared an action plan, aiming at 

facilitating the adaptation of the economy to the emerging information society, which also 

forms an integral part of the Strategic Development Plan 1999-2003. This action plan 

attaches emphasis on promoting the awareness of the population to the significance of 

information technology, reforming the educational and training systems and adapting them 

to the requirements of the information society, improving the infrastructure in 

telecommunications and encouraging enterprises engaged in information technology to 

expand their operations abroad, given the small size of the domestic market. 

9.6 Other employment issues 

As noted in Section 3.3, contributions to the Social Insurance Scheme by employers 

amounts to 6.3% of employee earnings. As a payroll tax, this is low relative to figures 

prevailing in the EU. 

The usual concern in a number of EU countries that the duration and generosity of the 

unemployment insurance scheme may encourage individuals to remain unemployed does 

not apply to Cyprus. As already seen in Chapter 6, unemployment in Cyprus is very low 

and the provisions of the unemployment insurance scheme are not excessively generous 

relative to EU countries. 

It is worth noting again that few active unemployment measures exist in Cyprus. 
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10. CONCLUSION 

Since its inception in 1960 and despite the traumatic setback of the Turkish invasion in 

1974, the Republic of Cyprus has achieved and maintained very healthy macroeconomic 

indicators. Its labour market performance has been particularly impressive, especially in 

comparison with EU member states, let alone candidate, countries. Between 1985-98, the 

cumulative sum of real rates of pay increases was 71.1% (Table 3.1.3) implying an 

average annual rate of increase of 3.9%. This performance is very impressive.  

Over the same period, employment grew substantially (Table 4.1.1) and, despite the fact 

that relative to men wage increases for women were higher (Table 3.1.1) the percentage of 

employment held by women grew while that held by men fell. The overall participation 

rate was steady with that for women rising by approximately five percentage points and 

that for men falling by approximately six percentage points (Figure 5.2.1). In 1998, the 

overall unemployment rate was 3.4% (Table 2.3.1), or roughly one-third that for EU 

countries as a whole. Indeed, the strength of the economy was such that, in 1998, it 

supported over 20000 foreign workers (Table 4.6.1), mostly in low-skilled activities.  

This strong employment picture was not achieved at the expense of high inflation. The 

inflation rate in 1997 was 3.6% and in 1998 it was 2.2% (Table 2.4.1). It must be noted, 

however, that, beginning with 1996, EU countries are achieving lower inflation rates, a 

fact that poses a challenge for economic policy in Cyprus. 

This challenge is particularly troubling at a time when fiscal policy aims, in part because 

of the need to harmonise to fiscal policies prevalent in the EU, to shift the relative burden 

of taxation from direct to indirect taxation. Value Added Tax increased from 8% to 10% 

and is expected to rise to 15% by the date of accession to the EU. The government is 

discussing the possibility of modifying the hitherto full indexation of nominal wages to 

Consumer Price Index increases in order to avoid a flare-up in inflation. The value placed, 

by organised labour, in full indexation is so strong that this issue may strain the otherwise 

excellent record of tripartite co-operation in the country.  
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The attainment of lower inflation would be facilitated by tighter fiscal policy and, here, 

two issues are noteworthy. First, the proportion of employment in the broad public sector 

has held steady (Table 4.3.1) and higher earnings in that sector are to a large extent 

explained by superior productivity characteristics ( Christofides and Pashardes (1999)). 

More skills, productivity and adaptability will be required of public service employees 

during the process of accession, all of which limit the extent to which economies can be 

achieved in the budget for the public service. Second, there has been an increase in 

military spending due to the continuing occupation of part of the island by Turkey. 

Accession may ease the strains on the military budget, thereby making it easier to reduce 

the fiscal deficit and to achieve better inflation performance.  

The road to membership in the EU is paved with restructuring challenges, some of which 

must be faced even without the accession process. The skill premium in wages is a 

worldwide phenomenon and the growth in real wages achieved over the period 1984-98 is 

more likely to continue if the economy intensified its restructuring efforts into the high-

skill sector. This suggests that new technologies and service-delivery mechanisms need to 

be identified early enough for necessary training and re-training to take place.  

Infrastructure and services such as roads, law and order, essential government services and 

regulation, education, basic health care, and the provision of water, underpin all economic 

activity and represent hidden costs. These costs are more easily covered when used to 

support high-wage activities, as these activities generate higher tax revenue.  

The reliance on tourism has served the country well and tourism will continue to be a 

major source of foreign currency earnings. Nevertheless, it has intensified the need for 

low-skill personnel, much of which cannot, apparently, be obtained locally.  

Harmonisation extends well beyond the need to streamline employment legislation with 

EU structures. Interest rates and financial markets will be liberalised and capital flows de-

controlled. Environmental quality needs to be monitored and EU standards imposed. These 
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substantive actions will be taken and digested as domestic enterprises adapt further to 

globalisation and the information technology revolution. 

Thus, the challenges that lie ahead have more to do with the public finances and the 

macroeconomic environment, the process of globalisation and restructuring, environmental 

control and accession itself than with any deficiencies in the functioning of the labour 

market.  
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