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Recent times have been most challenging for those who seek productive and decent employment. It
has been difficult in most countries to create enough jobs to keep all those available and willing to
work employed. Global unemployment reached almost 202 million in 2013 of which 74 million
are young women and men . For an increasing segment of workers, the quality of employment has
also suffered with the proliferation of more insecure forms of work. Some 356 million workers
lived with their families on less than $1.25 a day in 2014.
These issues have taken a prominent place on the agenda of the International Labour
Organization . And the ILO has been increasingly called upon to provide technical support and
policy advice to governments, employers and workers wanting to explore ways to overcome these
challenges.
In so doing, the ILO brings its own brand of advice, drawing on the expertise of specialists in
various fields and on the values of social justice and social dialogue. This unique combination
truly sets the ILO’s work apart and lends it strength . For in the end, the success of economic policies
is never simply based on having the ‘right ’ recipes. It also depends on the ‘reality checks’ provided
by policy makers, employers and workers and the consensus that can be built.
The social partners and other stakeholders have often been marginalized in discussions about
employment policies. However in recent years, the desire on the part of many governments to
provide meaningful answers to the employment crisis has facilitated the involvement of trade
unions. It is up to trade unions to step up and take the challenge.
The guide that you have in your hands has been written precisely to inform such a process. It will
help equip trade unions with the basic tools and arguments to participate in policy discussions. It
does not pretend to be an exhaustive coverage of all issues, but aims rather to ensure the minimal
level of economic literacy necessary to engage fruitfully in those discussions.
There are three important premises behind the arguments in this guide. One is that reaching the
objective of full and productive employment means mobilizing all of the policy levers: not only
labour market policies and regulations, but also fiscal , monetary, industrial , trade and social
policies.
Another is that employment should be an explicit target for economic policy makers. Recent
history has shown that ‘going for growth’ is simply not enough . Policies have to be gauged for their
employment quality potential .
A final premise is that there are no ‘magic bullet ’ solutions out there. Economic policy-making
is the art of the possible, as it has been said about politics. It has to respond to specific (and often
difficult) national circumstances, with means that are almost always insufficient. Every policy
choice has its own set of costs and benefits, of winners and losers. This is precisely why the process
has to be guided by informed and serious social dialogue.
We hope that this guide will help to improve trade unions’ input into the policy-making process.
This in turn will greatly improve the quality of the process itself.
The guide was written by: Eléonore d’Achon , Claire Harasty and Pierre Laliberté of the ILO.
Miranda Kwong drafted parts of the chapter on the role of trade unions in the policy cycle,
Janine Berg, Laura Schmid and Mareike Theisling contributed to the chapter on labour market
institutions and Tariq Haq to the chapter on macroeconomic policies. Mohamed Gassana and
Mohammed Mwamadzingo provided expert advice on the conception of the guide. Experts in
the ILO country offices and in Geneva provided extremely useful comments on an earlier version .
Jean Ndenzako and Pong-Sul Ahn contributed country-specific material to enrich the examples
provided. Sally McBeth of Clear Language and Design thoroughly edited the manuscript in plain
language and CM-Design worked on the layout. The overall coordination of the work was provided
by Claire Harasty.
With our thanks to the authors of this publication and to the Swedish International Development
Agency for generous funding, we wish you a fruitful reading.
Azita Berar Awad

Director
Employment Policy Department

Maria Helena André

Director
Workers’ Activities Department
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About this guide
The International Labour Organization (ILO) has prepared this guide for
trade unions that are engaging, together with other key stakeholders, in the
formulation of national employment policies. It is a complement to the ILO’s
more general Guide for the formulation of national employment policies (ILO:
2012). This guide has a focus on trade unions in developing countries. It is
part of a comprehensive training package for trade unionists who want to
play a more effective role in the employment policy-making process.
The key to a successful national policy is social dialogue. When countries
arrive at a common platform through broad-based consultations and
informed debate, all of the actors involved feel ownership of the policy and
are more likely to help implement it and watch carefully as it is put into
practice.
In the last several years, trade unions in many countries have gained
experience in national policy making. Lessons have been learned from these
experiences on how to play a much more active role in setting national
employment priorities.
National employment policy-making is a complex business. This guide
introduces the theories, concepts and processes that go into it. We hope it
will enable trade unions to see where they can participate and where they
still need to build up expertise and capacity so that they can be credible and
effective players.

Recent times have been most challenging for those who seek productive and decent employment. It
has been difficult in most countries to create enough jobs to keep all those available and willing to
work employed. Global unemployment reached almost 202 million in 2013 of which 74 million
are young women and men . For an increasing segment of workers, the quality of employment has
also suffered with the proliferation of more insecure forms of work. Some 356 million workers
lived with their families on less than $1.25 a day in 2014.
These issues have taken a prominent place on the agenda of the International Labour
Organization . And the ILO has been increasingly called upon to provide technical support and
policy advice to governments, employers and workers wanting to explore ways to overcome these
challenges.
In so doing, the ILO brings its own brand of advice, drawing on the expertise of specialists in
various fields and on the values of social justice and social dialogue. This unique combination
truly sets the ILO’s work apart and lends it strength . For in the end, the success of economic policies
is never simply based on having the ‘right ’ recipes. It also depends on the ‘reality checks’ provided
by policy makers, employers and workers and the consensus that can be built.
The social partners and other stakeholders have often been marginalized in discussions about
employment policies. However in recent years, the desire on the part of many governments to
provide meaningful answers to the employment crisis has facilitated the involvement of trade
unions. It is up to trade unions to step up and take the challenge.
The guide that you have in your hands has been written precisely to inform such a process. It will
help equip trade unions with the basic tools and arguments to participate in policy discussions. It
does not pretend to be an exhaustive coverage of all issues, but aims rather to ensure the minimal
level of economic literacy necessary to engage fruitfully in those discussions.
There are three important premises behind the arguments in this guide. One is that reaching the
objective of full and productive employment means mobilizing all of the policy levers: not only
labour market policies and regulations, but also fiscal , monetary, industrial , trade and social
policies.
Another is that employment should be an explicit target for economic policy makers. Recent
history has shown that ‘going for growth’ is simply not enough . Policies have to be gauged for their
employment quality potential .
A final premise is that there are no ‘magic bullet ’ solutions out there. Economic policy-making
is the art of the possible, as it has been said about politics. It has to respond to specific (and often
difficult) national circumstances, with means that are almost always insufficient. Every policy
choice has its own set of costs and benefits, of winners and losers. This is precisely why the process
has to be guided by informed and serious social dialogue.
We hope that this guide will help to improve trade unions’ input into the policy-making process.
This in turn will greatly improve the quality of the process itself.
The guide was written by: Eléonore d’Achon , Claire Harasty and Pierre Laliberté of the ILO.
Miranda Kwong drafted parts of the chapter on the role of trade unions in the policy cycle,
Janine Berg, Laura Schmid and Mareike Theisling contributed to the chapter on labour market
institutions and Tariq Haq to the chapter on macroeconomic policies. Mohamed Gassana and
Mohammed Mwamadzingo provided expert advice on the conception of the guide. Experts in
the ILO country offices and in Geneva provided extremely useful comments on an earlier version .
Jean Ndenzako and Pong-Sul Ahn contributed country-specific material to enrich the examples
provided. Sally McBeth of Clear Language and Design thoroughly edited the manuscript in plain
language and CM-Design worked on the layout. The overall coordination of the work was provided
by Claire Harasty.
With our thanks to the authors of this publication and to the Swedish International Development
Agency for generous funding, we wish you a fruitful reading.
Azita Berar Awad

Director
Employment Policy Department

Maria Helena André

Director
Workers’ Activities Department

NATIONAL EMPLOYMENT POLICIES
A guide for workers’ organisations

About this guide
The International Labour Organization (ILO) has prepared this guide for
trade unions that are engaging, together with other key stakeholders, in the
formulation of national employment policies. It is a complement to the ILO’s
more general Guide for the formulation of national employment policies (ILO:
2012). This guide has a focus on trade unions in developing countries. It is
part of a comprehensive training package for trade unionists who want to
play a more effective role in the employment policy-making process.
The key to a successful national policy is social dialogue. When countries
arrive at a common platform through broad-based consultations and
informed debate, all of the actors involved feel ownership of the policy and
are more likely to help implement it and watch carefully as it is put into
practice.
In the last several years, trade unions in many countries have gained
experience in national policy making. Lessons have been learned from these
experiences on how to play a much more active role in setting national
employment priorities.
National employment policy-making is a complex business. This guide
introduces the theories, concepts and processes that go into it. We hope it
will enable trade unions to see where they can participate and where they
still need to build up expertise and capacity so that they can be credible and
effective players.

The guide is in six parts:

Part 1 explains what national employment policies are and looks at the current
context that has brought employment back on top of national and international
agendas. It explains how the ILO developed its approach to effective
engagement in the policy process.
Part 2 talks about what it means for trade unions to have this new role as a
key stakeholder. It describes the social structures and conditions for dialogue
that need to be in place in a country for trade unions to successfully
contribute to a national employment policy.
Part 3 is a detailed, stage-by-stage description of the national employment
policy-making process. There are seven stages: preparation, issue
identification, formulation, adoption, action planning, implementation, and
monitoring and evaluating. Trade unions need to strengthen their ability to
participate in all stages of the policy cycle. Part 3 provides some practical
suggestions on how to handle the most challenging aspects of employment
policy development. It details the possible ways that trade unions can
engage at each of the stages.
Part 4 introduces the basics of collecting and analysing labour market data
– essential skills for trade unions that want to be credible and informed
stakeholders. It explains where to find good data and when trade unions
might want to collect it themselves. It explains labour force concepts and the
indicators we use to measure them. Trade unions need to be able to interpret
employment numbers so that they can make policy arguments and monitor
policy results.
Parts 4 to 7 present key issues that trade unions may want to see embedded in national
employment policies. We show how they can argue and defend their positions on these topics.
Part 5 arms trade unionists with the main elements of debate around economic
policy. The choice of public policies is influenced by theory and analysis. We look
at macroeconomics, the study of the economy as a whole, and how policies at
this level can influence the creation of decent jobs. We explain and look at the
impact of monetary policy, exchange rate policy, and fiscal policy. We discuss
why and how it is important for trade unions to influence these macroeconomic
policies, as well as policies in particular sectors.

Part 6 talks about the informal economy – that area of the labour market that
is largely unregulated, where workers are unprotected and often exploited.
Trade unions should be equipped and ready to engage in discussions about
national policy responses to the informal economy. These policy responses
should be embedded in every social and economic policy. We also talk about
the ways that organized trade unions in many countries are helping informal
workers to bring their voices to the table.
Part 7 discusses the role of labour institutions – the rules, practices and policies
that affect how the labour market works. We focus on two important labour
market institutions – employment protection legislation and minimum wages.
We look at the theoretical arguments for and against them and at what the
research says. We also look at the linkages between employment and social
protection systems, such as social security, pension plans and unemployment
benefits. Our key message is that national employment policies and social
protection systems have to be closely linked. Trade unions need to be able
to argue for these connections in policy design in order to frame solutions
grounded in long-term, sustainable, employment-centred growth.
Part 8 is a glossary or list of key words that we use in this guide, with
reminders about what they mean. These words appear in blue the first time
you see them.
This guide is by no means the final word on employment policy development. Each
workers’ organization has its own practical experience of what works well and what does
not. And practical experience is not static: each piece of policy work is an opportunity
to refine the approach.
There are concrete examples and case studies all through the guide, showing what
trade unions around the world are doing to further national employment policies in
their countries, and what they have learned from their experiences. There are lists of
references, tools and resources at the end of each part of the guide.
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National employment policies:
What are they?
Why do we need them?
Why should trade unions get involved?
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Quick overview
A national employment policy is a vision and a practical, comprehensive plan for achieving a
country’s employment goals. Countries need them because employment challenges are getting
more and more complex:
•• Demographic trends are putting enormous pressure on labour markets.
•• Structural change in many countries represents a formidable opportunity as well as a huge
challenge, as people move out of the agricultural sector and into the manufacturing or
service sectors in the cities.
•• Economic growth does not automatically translate into more decent jobs and more
benefits for the poor.
•• Informal employment—work that lacks social and legal protections and employment
benefits—is still prevalent in the developing world.
•• Wage inequality is rising across the world, with workers benefitting less from economic
growth.
•• An increasing number of those who work are counted among the working poor.
•• Secure, full-time employment with benefits is no longer the norm in the developed world.
•• There are more women in the labour force, but their quality of employment, including
wages, working conditions and prestige, still lags behind men.
•• High youth unemployment is causing increasing numbers of young people to get
discouraged and leave the labour market.
The need for comprehensive national employment policies has been rising to the top of the
agenda globally, especially in the wake of the 2008 world financial crisis. In this part of the
guide, we tell you what has been happening, especially in developing countries.
Trade unions need to be involved in setting policy directions for employment in their countries.
No one speaks better for workers than their unions. But this new role goes well beyond trade
unions’ traditional areas of concern and means of action. They will have to widen their agenda
to deal with employment issues in a larger economic context.
Unions will need stronger capacities to take part meaningfully in complex national policy
debates, with well-researched arguments and credible representation from all parts of the
labour force. They may need to build coalitions within organized labour in their countries
to achieve a national labour voice, and they may need to build coalitions with like-minded
organizations outside the labour movement.
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1.1. What is a national employment policy?
A national employment policy is a vision and a practical plan for achieving a country’s
employment goals. To make such a plan, a government has to clearly see a country’s
challenges and opportunities. It has to consult widely to reach common agreement
among all interested parties in the economy, including employers’ and workers’
organizations.
A national employment policy is not just a job creation programme. It takes into
account a whole range of social and economic issues. It affects many areas of
government—not just the areas in charge of labour and employment—and every part
of the economy. It brings together various measures, programmes and institutions that
influence the demand and supply of labour and the functioning of labour markets. A
national employment policy should promote decent work, in which international labour
standards, social protection and workers’ fundamental rights go hand in hand with job
creation.
A national employment policy is something that each country must forge for itself,
according to its own context and state of development. It is not just an inspiring
statement of what we hope for. It is a real plan for how we get there. Many stakeholders
have to be involved in making it, and the result has to be something that they can all
work towards.

1.2. G
 lobal trends that make national employment policies more
important than ever
If employment challenges were simple, most of them would be solved. But in fact, the
challenges are getting more and more complex in our globalized world. The range of
issues is huge. Read this summary of the trends and challenges. See if you don’t agree
that addressing them requires placing employment at the centre of each country’s
economic and social policies.

Demographic challenges: An ageing labour force in some parts of the
world and a “youth bulge” in others
Ageing is a particular concern for developed northern economies and countries such
as China. There, the labour force has a much larger share of older workers and a smaller
share of youth. Ever-higher costs for health and social services are borne by a shrinking
working-age population.

1

Other regions have rapid population growth and a “youth bulge”. A large, young work
force can bring wealth if the economy is growing with the right ingredients. But it can
be an enormous weight if the economy is not growing or not creating decent jobs for
these youth.
Figures 1a and 1b show that there will be more old people and fewer young people in all
regions by 2050.
Figure 1a. Age distribution of population in “more developed” regions, 2000 - 2050
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Figure 1b. Age distribution of population in “less developed” regions, 2000 – 2050
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Structural change is happening rapidly in some countries.
Structural change is a key condition for the creation of decent and productive
employment. It occurs when large numbers of workers move out of the agricultural
sector and into manufacturing and service jobs. Structural change can bring about
remarkable improvements in productivity. Some developing countries (mainly in Asia)
have narrowed the productivity gap with industrial countries rapidly. In the past, the
process of structural change often took decades, but in many developing countries
today, it is transforming lives within a generation. In 2003, for the first time in history,
the global share of employment in the service sector surpassed that of the agricultural
sector. This rapid structural change has slowed somewhat since the global financial crisis
that began in 2008.
While there have been gains from structural change in some countries, there are many
issues to address:
•• In countries where structural change takes place rapidly, education and training
systems are often unable to keep pace with the changing skills requirements.
•• The move from one sector to another is not always a guarantee of decent
employment. Many service sector jobs are of very poor quality, with low salaries.
We cannot assume that the growth of the service sector in poor countries increases
incomes for the poor; they might merely be moving from rural to urban poverty.
•• To ensure that structural change translates into better jobs, a country’s employment
policies need to promote investment in higher value-added sectors. Capital
investments in infrastructure are needed, but so are social investments in things like
education, health and occupational safety.

Structural change often means populations on the move.
Structural change is closely related to internal migration – people moving from rural
areas to cities. By 2050, more than two thirds of the world’s population will live in
urban areas. This migration is the result of work rapidly shifting from the farm to the
factory or to informal employment – work that lacks social and legal protections and
employment benefits -in the service sector. It is a complete reversal of global living
patterns within a century. In 1950, only 30 per cent of the world’s population lived in
urban areas (IOM, 2010).

Growth does not automatically translate into more decent jobs and
more benefits.
The world economy expanded substantially between 2002 and 2007. Almost all regions
of the world enjoyed fairly robust employment growth. But employment growth is only
part of the story. The growth during this period did not lead to sustained creation of
decent jobs. Unemployment, informal employment and working poverty persisted.

3

Informal employment is still prevalent in the developing world.
Informal employment is typically small, subsistence farming or very small, family-run
businesses. It is one of the key features of the labour market in many developing
countries. In the agricultural sector of developing countries, informal employment is
always high. But even excluding this sector, informal employment stands at more than
40 per cent in two-thirds of countries for which we have data, and appears to be on
the increase (ILO, 2012a).
Informal workers tend to have low levels of education. This may mean that these workers
have no choice but to work informally. Informal jobs tend to be of low quality, underpaid,
insecure, and unprotected by basic labour standards or worker representation.

The scale of vulnerable employment is far larger than that of
unemployment.
When a worker is purely self-employed, with no formal work arrangement and no
employees except for family members who contribute without receiving wages, we
refer to them as own-account workers. Such workers are less likely to be in formal
work arrangements and to enjoy adequate earnings and social security. While people
in wage employment may not always have all the components of a decent job, they
are still less likely to be poor than own-account workers are.
We refer to own-account and contributing family workers in developing countries as
being in vulnerable employment. The scale of vulnerable employment is far greater
than that of unemployment. For example, there are 14 times more vulnerable workers
in South Asia and East Asia than unemployed workers (ILO, 2010a). In 2007, five out
of ten people who worked were either contributing family workers or own-account
workers. The situation improved considerably between 1997 and 2007, but from high
starting levels. The global financial crisis of 2008 has reversed some of this progress.
Figure 2 shows the slow global shift from subsistence household work to wage work.

4
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Figure 2. Share of wage employment and own-account workers and contributing family
members in total employment, World, 2002-2012
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A smaller piece of the pie: Wage inequality is rising across the world.
The trends show a rise in wage inequality since the mid-1990s in both developed
and developing countries. Between 1995 and 2007, increases in productivity failed
to translate fully into higher wages (ILO, 2010c). This means that workers benefit less
from economic growth. The majority of countries have seen increases in low-wage
employment over the past 15 years. Low-wage workers are disproportionately female
and are also more likely to be members of disadvantaged groups.
While low-wage employment can be a first stepping stone towards better-paid
employment, especially for young workers, it can also turn into a trap, when there are
no opportunities for skills development.
The financial crisis of 2008 is another factor in low wages worldwide, because it led to
massive wage cuts in many countries. The crisis has also weakened collective bargaining,
and this is likely to provoke a further downward spiral of wages.
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Jobs are not an automatic shelter from poverty.
An increasing number of those who work are also poor. Working poverty means that
a person is employed, but cannot lift themselves and their dependents out of poverty.
This may be because the returns of their labour are too low, or it may be because they
cannot get enough work, or both.
In the high-growth years between 1997 and 2007, there was a decrease in the world’s
share of working poor, but this did not have a substantial impact on the poor regions
of the world. Since the global financial crisis of 2008, the rate of working poverty has
continued to decrease in countries going through structural change, but at a slower
pace than before. Since countries with high rates of working poverty have economies
that are growing faster than the world average, the decline in working poverty is
expected to continue. However, as these countries are also growing faster in terms of
population, the actual number of working poor is expected to increase (ILO, 2012b).

Full-time employment is no longer the norm in the developed world.
Over the past two decades, more and more people who want to work full time have
had to accept part-time work. This involuntary part-time work, along with temporary or
time-limited employment, wastes a person’s productive capacity. Skills tend to be lost
when a worker is between jobs or has long periods of unemployment and instability.
Precarious employment also means weaker productivity gains in the future and less
room for prospering and moving up the career ladder. Wages are also lower. Temporary
workers, for example, are paid about 40 per cent less than permanent workers (ILO,
2013a).

More and more women are entering the labour force, but the quality
of their employment still lags behind men.
Globally, the wage-earning labour force now includes a larger share of women 40 per cent.
The last 20 years have seen advances in gender equality in the world of work. Women in
developing countries have been absorbed into the labour market through various channels.
These include working in Export Processing Zones or Special Economic Zones. Women also
work in export-oriented agriculture, and increasingly as independent migrant workers
(ILO, 2012c).
However, much of women’s employment is paid less than men’s and carries less
prestige. Moreover, women are more likely to be in vulnerable employment than men
are, and this gender gap has widened during the past two decades. Women are even
more likely to be unpaid contributing family workers in own-account households, with
no personal income at all.

6

ILO • NATIONAL EMPLOYMENT POLICIES - A guide for workers’ organisations

Figure 3a. Share of wage and salaried workers in total employment, by regions and sex, 2012
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Figure 3b. Share of contributing family workers in total employment by regions and sex, 2012
Sub Sharan Africa

Middle East
Latin America and
the Caribbean
South Asia
South East Asia and
the Pacific
East Asia

Men

19,02

M

North Africa

Women

39,07

W

33,7

W

8,1

M

22,7

W
M 4,7

8,6

W

M 4,0

15,8

W

23,4

M

33,9

W

10,9

M

35,5

W

11,7

M

Central and South Eastern W 5,4
Europe (non EU) and CIS
M
2,1
Developed Economies
and European Union
World

W

2,1

M

0,7

W

25,0

8,6

M

0

20

40

60

80

100

Share in total employment (%)

Source: ILO, 2013b
Note: Preliminary projections (Update October 2013).

7

There are not enough jobs, especially for youth.
After the financial crisis of 2008, the number of unemployed around the world
increased, particularly in high- and middle-income economies. Youth unemployment
rates have increased in about four out of five advanced economies and in two-thirds of
developing economies (ILO, 2013). A big concern is that more and more young people
experience long-term unemployment. Some 35 per cent of unemployed youth in
advanced economies have been out of a job for six months or longer. This is causing
increasing numbers of young people to get discouraged and leave the labour market.
Discouraged workers are not counted as unemployed, but they still suffer from
a lack of employment opportunities. This can have long-lasting effects on youth. It
erodes professional and social skills and prevents young people from gaining skills and
experience on the job. Unemployment early in life is likely to result in “wage scars” that
continue to depress their employment and earnings prospects even decades later.

Underemployment and low wages keep the economy from growing.
Workers are consumers, but high unemployment, underemployment and low wages
mean they have less disposable income. When they reduce their demand for goods
and services, it erodes business confidence. Consumption and investment are two of
the main drivers of economic growth. When firms further hesitate to invest and hire, the
“negative feedback loop” slows economic recovery.
Let’s agree on a policy to solve our problems together

High youth unemployment
is causing increasing
discouragement among
young people
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secure, full-time
employment is
becoming rare

Economic
growth is too
slow

1.3. H
 ow national employment policies got to the top of the
agenda worldwide
This timeline shows how the issue of employment has gained ground since the middle
of the last century.

1944

1948

1964

1966

 he International Labour Organization’s
T
Declaration of Philadelphia calls
supporting programmes to achieve
full employment and raise standards
of living “the solemn obligation” of the
organization.

T
 he United Nations adopts the Universal
Declaration of Human Rights, which says
that “everyone has the right to work, to
free choice of employment, to just and
favourable conditions of work and to
protection against unemployment”.

T
 he International Labour Conference
adopts the Employment Policy
Convention 1964 (122). It acknowledges
that there is a human rights dimension
to work. It serves as a framework for
member states who want to make
national employment policies.

T
 he United Nations adopts the
International Covenant on Economic,
Social and Cultural Rights, which says that
“the right to work … includes the right of
everyone to the opportunity to gain his
living by work which he freely chooses
or accepts, and [states should] take
appropriate steps to safeguard this right”.
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1995

1997

2000

2004
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T
 he World Summit on Social
Development acknowledges the
relationship between employment and
development.

E
 uropean Union member states establish
a set of common objectives for creating
more and better jobs through the
European Employment Strategy. They
agreed on yearly monitoring procedures
and indicators (quantified measurements,
targets and benchmarks) to monitor and
evaluate progress.

T
 he United Nations General Assembly
underlines the importance of full,
productive and freely-chosen
employment to social and economic
progress.

In Africa, an Extraordinary Summit on
employment creation and poverty
reduction convened in Ouagadougou
adopts a Declaration on Employment
and Poverty Alleviation in Africa, a
Plan of Action for the Promotion of
Employment and Poverty Alleviation and
a Follow-up Mechanism and Evaluation.
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2005

2008

2010

 eads of state at the World Summit
H
“resolve to make the goals of full and
productive employment and decent
work for all, including for women and
young people, a central objective of
[their] relevant national and international
policies, as well as [their] national
development strategies, including
poverty reduction strategies, as part of
[their] efforts to achieve the Millennium
Development Goals”.
T
 he United Nations expands the
Millennium Development Goals to include
a new target for employment, recognizing
that decent and productive work for all
is central to addressing poverty. Four
new employment indicators call on all
countries to report progress with data
broken down by sex and urban/rural
differences.

T
 he G20, meeting in Seoul, agree on
25 clear, future-oriented, collective
commitments called The Seoul
Development Consensus. It offers a new
approach to designing economic policy
frameworks that lead to both growth
and global development goals such
as poverty reduction and employment
generation
Meanwhile, at a historic conference in
Oslo, the International Monetary Fund,
along with other international leaders,
calls for an employment-focused policy
response to the global economic
downturn.
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2011

2012

T
 he OSLO Conference on Macro and Growth
Policies in the Wake of the Crisis reached a
broad consensus that we have entered a very
different world in terms of policy making in
the wake of the international financial crisis
of 2008. In the age-old discussion of the
relative roles of markets and the state, the
pendulum has swung toward the state.

In response to the high level of unemployment
in Europe, the European Commission launches
an "employment package" to:
•• support job creation with reduced taxes on
labour and hiring subsidies and exploit the
potential of sectors like the green economy,
information technology and health care
•• help workers succeed and move in the
labour market by investing in skills, based
on better forecasting of need, and by
promoting the free movement of workers
•• strengthen monitoring of employment
policies in EU countries so that employment
and social concerns do not lag behind
economic ones.

2013

T
 he World Bank dedicates its annual World
Development Report to the question of
jobs. It says “Jobs are the cornerstone of
economic and social development. Indeed
development happens through jobs.”
In the same year, Latin America’s Declaration
of Medellin (Organización De Los Estados
Americanos, 2013a) reaffirms that decent work,
productive employment and social inclusion
should be objectives that cut across economic
and social policies and commits its labour
ministers to an action plan (Organización De
Los Estados Americanos. 2013b).
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1.4. W
 hat are countries in the developing world doing about
employment policy?
Mounting concern about employment has led many developing countries to formulate
national employment policies and to strengthen the employment dimension of their
national development frameworks. A national development framework is a country’s
overall plan that sets out its priorities for development over a period of time. Overall,
employment has become more present in national development frameworks. In some
countries, it is illustrated by the names they are given, for instance The Growth and
Employment Strategy in Cameroun and the Strategy for Accelerated Growth and
Employment Promotion in Togo.
The EmPol Gateway is an ILO database that has information about national development
frameworks and national employment policies in 63 countries. Of these, 27 have adopted
a national employment policy, mostly since the global financial crisis of 2008. Eighteen are
in the process of developing one. Five countries are in the process of revising their policy
to better respond to the new employment challenges. There is evidence that countries
are increasingly moving away from tackling employment issues solely through the use of
active labour market policies, such as direct job creation and hiring subsidies. They are
moving towards developing and adopting comprehensive national employment policies,
bringing together various measures, programmes and institutions that influence the
demand and supply of labour and the functioning of labour markets.

National employment policies around the world
In Asia, current or former centrally planned economies (such as China, Nepal, India and
Viet Nam) have adopted a legislative approach. This is less obvious in Asian countries
that have always been market-oriented. In East and South-East Asia (Singapore,
Indonesia, Philippines, Cambodia) policies are geared towards global integration as a
core element of growth and employment promotion (ILO, 2010d). It is either addressed
as part of their national development plans or in specific employment policy documents.
In Africa, there has been a focus on employment-friendly poverty reduction strategies as
well as national employment plans. Following the Ouagadougou Summit on Employment
in late 2004, employment issues became more prominent in poverty reduction strategies.
There is a growing recognition of productive employment as critical to both growth and
sustainable poverty reduction. The African Union and regional economic commissions
have contributed to the recognition of the centrality of employment.
Following the Arab spring of 2011, some Arab countries have started the process of
developing comprehensive national employment policies, such as Tunisia and Morocco.
These countries have moved from active labour market policies that were limited to
young college graduates to more comprehensive policies that address the many other
employment challenges faced by the region.
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In Eastern and Central Europe, many countries have endorsed national employment
policies. These are mainly focused on:
•• active labour market policies (especially for youth). Active labour market policies focus
on stimulating employment through things like direct job creation and hiring subsidies.
•• improving employment services
•• strengthening social protection of the unemployed
•• promoting skills training and other ways to develop human capital
•• encouraging active ageing.
Developing an employment policy is a requirement for countries to be eligible for
entry to the European Union. Their policies must conform to the social European
model and the European Employment Strategy. The social European model promotes
sustainable economic growth and high living standards and working conditions. The big
objective must be to create a more equal society: ending poverty and poverty wages,
guaranteeing fundamental human rights, essential services and an income that enables
every individual to live in dignity. The model includes a commitment to full employment,
social protection for all citizens, social inclusion and democracy.
In Latin America, there is a tendency to focus on specific action plans to address youth
employment as well as conditional cash transfers. These are cash grants to poor families
that are conditional on things like enrolling children in school and getting preventive
health care. Some countries in the region (such as Argentina and Brazil) also have welldeveloped approaches to the informal economy. Informal economies are economic
activities that do not have laws, such as labour laws, governing them or structured
practices, such as paying formal wages.

Strengthening the employment dimension of national development
frameworks
The International Labour Organization’s EmPol Gateway database shows 24 countries
with national development frameworks. Of these,
•• 16 include employment as a key element of their strategic objectives.
•• 13 have a section devoted to employment.
•• 11% refer to national employment policies as a document that should be
formulated or implemented.
•• 14 have specific employment targets alongside growth or poverty reduction
targets. These reflect national priorities (for example: create 80,000 jobs over 20102014 in Honduras; reduce the unemployment rate from 7.6% to 5–6% in Indonesia;
raise the percentage of economically active women from 10 to 15% in Jordan).
•• Almost half use “unemployment” as a top level target, although this indicator has
limited usefulness in countries where many work in the informal economy.
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Countries with national development frameworks increasingly treat employment as
something that cuts across other policy areas. For instance, most now recognize that
young people and women face special obstacles and have specific vulnerabilities and
needs in the labour market. Most also recognize the need to stimulate sectors of the
economy that generate decent jobs.
National development frameworks in developing countries all have some elements of
an employment strategy, but what seems to be still lacking is a strategy for increasing
employment as an objective of growth strategies, rather than simply as an outcome.
Much of the focus is on “supply-side” interventions (making it easier for businesses
to operate and hoping that will create jobs). While almost all national development
strategies explicitly list job growth as a challenge, rarely do they state clearly how they
will bring about this growth. There is still a strong need to pay attention to the “demand”
side by building employment objectives into national growth strategies.
The social partners (employers’ organizations and trade unions) are not frequently
mentioned as stakeholders in national development frameworks. But we know that
their participation in employment policy-making adds a different kind of knowledge to
the traditional expertise of government. There seems to be some connection between
this participation and a changing discourse about employment, with more attention to
decent work principles, in several countries (d’Achon, 2011).
Other challenges remain as well. Countries need to turn political rhetoric into stated
employment objectives with concrete actions. They need better linking between
employment policies and the national budget. And they need to strengthen the labourmarket system’s ability to generate frequent and reliable data required for policy-making
and reporting.

1.5. The ILO’s approach to national employment policies
The International Labour Organization has developed an overall approach or framework
for developing national employment policies. The following documents have provided
guidance for this framework:
•• The Employment Policy Convention, 1964 (No. 122)
•• The 2003 Global Employment Agenda
•• Implementing the Global Employment Agenda: Employment strategies in support
of decent work, 2006
•• The 2008 Declaration on Social justice for a fair globalization
•• The 2009 Global Jobs Pact
•• The 2010 Resolution on employment
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The normative framework
The normative framework is composed of international labour standards that ratifying
countries have committed to implement:
The Employment Policy Convention, 1964 (No. 122)
The Employment Policy Convention provides general principles for member states
working on an employment policy. The document has been ratified by 108 countries
as of December 2013. Convention 122 is one of the four standards that are the most
significant from the viewpoint of governance. These four standards are "priority"
instruments and ILO member states are actively encouraged to ratify them because of
their importance for the functioning of the international labour standards system.
Here is a summary of the six key principles in Convention 122:
1. An employment policy should ensure jobs in quantity and in quality (full, productive
and freely chosen employment).
2. Member States should explicitly commit towards employment, reflected in national
legislation or key declarations of intent.
3. Employment policies should take into account the level of economic development
and should be in line with national practices.
4. They should ensure that the economic and social policies all take into account the
objective of employment and that they mutually support it.
5. Governments have to set up procedures or mechanisms through which
employment-related measures can be decided upon and reviewed.
6. Consultations with social partners and key actors should take place both at the
earliest stages of policy formulation and during the implementation process.
Convention No. 122 is supplemented by the Employment policy recommendation, 1964
(No. 122), and the Employment policy (supplementary provisions) recommendation,
1984 (No. 169). These recommendations outline policy approaches in greater detail. The
ILO has adopted about 20 other instruments to guide advocacy and technical work in
fields such as skills and enterprise development, employment services, the employment
of persons with disabilities and other vulnerable groups, employment relations and
multinational enterprises.
A guide on employment in international labour standards is available for those who
seek more detailed information (see Resources and Tools section).
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The policy framework
The policy framework gives policy advice that countries may want to follow or that can
guide their policy process and content:
The Global Employment Agenda of 2003
The Global Employment Agenda sets out the framework for building national employment
policy. The agenda places employment at the heart of economic and social policies. It aims
at increasing productive employment but it underscores that work alone is not enough.
What should be promoted is decent employment in which international labour standards,
social protection and workers’ fundamental rights go hand in hand with job creation. It calls
for a wide-range of integrated and well-designed policy interventions, cutting across macroand microeconomic dimensions and addressing both labour demand and supply.
The implementation strategy for the Global Employment Agenda (2006)
Implementing the Global Employment Agenda: Employment strategies in support of
decent work organized the agenda around six main policy areas:
•• Employment expansion
•• Skills, technology and employability
•• Enterprise development
•• Labour market institutions and policies
•• Governance, representation and advocacy
•• Social protection
The 2008 Declaration on social justice for a fair globalization
This declaration reaffirmed the commitment “to place full and productive employment
and decent work at the centre of economic and social policies”. It underscores the
importance of decent work and promotes an integrated approach to achieving decent
work objectives, because these objectives are “inseparable, interrelated and mutually
supportive” (ILO, 2008, p. 2).
Following up on the declaration, the 2010 Resolution on employment, adopted by the
International Labour conference, identified some areas which still need further action for
governments and social partners (ILO, 2010a):
•• Look at the role that macroeconomic policies (national, regional and global
economic policies) can play in fostering growth and employment.
•• Maximize the impact of policies in various economic sectors on employment.
•• Reinforce non-discrimination and gender equality in employment.
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•• Promote strategies for the rural and informal economy.
•• Reinforce the participation of trade unions and employers’ organisations in
formulating employment policy with government.
•• Pay more attention to the quality and conditions of work, wage policy, freedom of
association and collective bargaining.
The 2010 Resolution stresses the following points:
•• The full economic and social growth potential of a society can only be realized if
people are benefiting from a social protection floor.
•• Social security schemes can only be financed with a sound economic and
employment base.
•• Freely-chosen employment requires respect for fundamental principles and rights
at work.
•• Social dialogue is essential, both for a fair sharing of the benefits of productivity
gains and for a fair sharing of adjustment burdens in times of economic crises.
•• Productivity gains and employment growth require an enabling environment for
sustainable enterprise.
In 2014, the International Labour Conference adopted a second Resolution on
employment (ILO, 2014). It reasserts that full and decent employment should be a major
goal of public policies. It also reaffirms the importance of social dialogue as a tool to
achieve this objective.
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What has to be in place for trade
unions to successfully take part in
national employment policy?
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Quick overview
Trade unions are embedded in one important concern of people’s lives—their job. They
understand the labour challenges in their country and they have practical ideas for overcoming
them. That makes them natural stakeholders in employment policy-making. No one speaks
better for workers than their unions.
Taking on this role means that trade unions have to face some challenges. They will need to
move from activities centred on their traditional concerns of wages and working conditions to
understanding employment issues in a larger economic context. They will need to be as active
as possible in their country’s forum for national employment policy stakeholders. They will need
to build coalitions among themselves, and with other like-minded organisations. All of this
means that they will have to build capacity and expertise in their organizations, so that they can
be active players all through the policy cycle.
National employment policy processes that successfully integrate trade union input have these
four common features:
•• Effective social dialogue is the cornerstone of the policy process. Social dialogue is more than
information-sharing, but it is not negotiation. Governments have the final say in national
policies. But tri-partite social dialogue, involving government, labour and employers, is
essential for credible and effective employment policy formulation and implementation.
•• Strategic partnerships are vital. By joining with others, trade unions can assemble a critical
mass of voices that is more likely to be taken into account by policy makers.
•• Employment policy involves many different actors: the employment ministry, the key
employment-generating line ministries, the ministry of finance, the central bank, civil society
groups representing youth, women, people with disability and informal workers. A wellinformed national employment policy requires bringing all these stakeholders together in
an institutional framework where social dialogue can take place.
•• The employment policy process has to be aligned with the overall national planning process.
A national development framework is a country’s overall plan that sets out its priorities for
development over a period of time. In principle, national budgets are aligned with these
priorities.
Trade unions also need to play a role in ensuring that rural and informal workers are at the
table. In some countries, trade unions are in the process of changing their governance structure
to give representation to informal economy workers. For example, some trade unions have
revised their constitutions so that informal economy workers or their associations become
members. Another option is to form alliances with organizations of informal workers.
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2.1. A new role for trade unions
Trade unions are embedded in one important concern of people’s lives – their job. They
understand the labour challenges in their country and they have practical ideas for
overcoming them. They are central advocates for the promotion of decent employment.
That makes them natural stakeholders in employment policy-making. No one speaks
better for workers than their unions.
Trade unions have gained experience and broadened the perspective of governments
in many countries, by taking part in poverty reduction strategies and ensuring that they
include issues such as decent work (d’Achon, 2011). Their input on national employment
policy is even more crucial. But this new role goes well beyond trade unions’ traditional
areas of concern and means of action. Here are some of the challenges:

Widening the agenda
Trade unions deal daily with a whole range of traditional issues, such as wages, pensions,
benefits, collective bargaining, health and safety, working conditions and many other
things. With an increasingly complex employment reality to address, they will have to
extend their areas of intervention and social dialogue to wider socio-economic policies.
This means moving from activities centred only on labour institutions towards an
understanding of employment issues in a larger economic context.

New and creative actions
To influence national employment policy, trade unions cannot rely only on traditional
industrial relations structures. They have to re-think and diversify their means of
intervention. In countries that have a forum bringing together all national employment
policy stakeholders, trade unions should be as active as possible. This provides the best
channel for them to raise their concerns on employment. Where such a forum does not
exist, they need to advocate for one.

Building coalitions
Addressing employment challenges involves so many policy areas that the only way to
tackle them is through the broadest possible partnerships and coalitions. Given the limited
resources of individual unions, forming networks with social and economic actors at the
national level can be very effective. Strategic networking with like-minded organizations
helps to ensure places (and voices) at the various tables. Moreover, workers are rarely
represented by a single umbrella organization at the national level, but rather by several
trade unions. This makes it harder to coordinate the workers’ viewpoint and represent the
workers’ interests. Coalition-building among trade unions themselves is key. Trade unions
also need to ensure that women, youth and informal workers are well represented and
their voices heard in the process of developing a national employment policy.

1

Stronger capacities
To participate meaningfully in complex national policy debates, trade unions may need
to build capacity and expertise within their organizations. They will need to present wellresearched arguments that justify their position. That means that they will need good
data, good analysis of the data, and good policy advice. They will also need to build
a membership base that understands the issues as well as coalitions that can help to
influence the public debate.
These things are not entirely in a trade union’s hands. The availability and quality of
data depends on the statistical agencies in any given country. Good analysis requires
time and dedication. Policy advice has to work in the specific circumstances of any given
country, and this also requires knowledge and skills. Educating the membership is not
done overnight and requires resources, good methods and foresight. This last point,
while important, is beyond the scope of this guide.
Each trade union faces its own challenges when it comes to allocating limited resources.
But keep in mind that having in-house specialists in labour market and employment
analysis can make an important difference in your trade union’s capacity to influence
public policy.
Establishing partnerships with universities and research institutions is another good way to
get data, analysis and advice. This also helps to create coalitions around public policy issues.
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2.2. Four key features of a successful policy process
National employment policy processes that successfully integrate trade union input
have four common features:
•• Effective social dialogue
•• Strategic partnerships
•• Strong institutional anchorage
•• Alignment with the national planning process.

Effective social dialogue
Social dialogue means all types of negotiation, consultation and information sharing
between governments and their social partners. Social dialogue is the cornerstone of
credible and effective employment policy formulation and implementation.
For trade unions to participate effectively in social dialogue, a country needs to respect
freedom of association and the right to bargain collectively. The International Labour
Organization (ILO) has identified eight conventions covering fundamental principles and
rights at work. Among these are Conventions No. 87 and 98, which cover freedom of
association and the effective recognition of the right to collective bargaining (ILO, 1948;
ILO, 1949).
There has to be a sound industrial relations environment, with effective law enforcement
and mechanisms for resolving disputes. Trade unions need to be legitimate,
independent and representative of workers, including marginalized workers such
as youth and informal workers. ILO Convention No. 144 sets forth the meaning of
"representative organizations" of employers and workers (ILO, 1976).
Convention 144 also it requires ratifying states to ensure that there are effective
consultations among representatives of the government, employers and workers
about items that are on the agenda of the International Labour Conference. It says that
employers and workers must be represented on an equal footing in any consultation
bodies and that consultations must take place at least once every year (ILO, 1976).
Both the government and its social partners must have the technical competence or
capacity to deliver and implement agreements. Trade unions are increasingly being
recognized as strong and viable partners in the national policy-making process because
they make valuable contributions and often have the capacity to help implement and
monitor policies. They augment the traditional expertise of government with a different
kind of knowledge and experience. In several countries, labour participation has helped
to change the discourse about employment, with more attention given to decent work
principles (d'Achon, 2011; Harasty et al., 2012).
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Consultation is not negotiation
Consultation is more than mere information sharing, but it is not negotiation. The
International Labour Organization’s employment policy convention (No. 122) requires
governments to consult the representatives of the persons affected by the measures and
not simply to inform them before deciding (ILO, 1964). But the convention does not oblige
governments to negotiate until an agreement is reached. The government has the final say.
The convention advocates for broad participation in consultations, including those
working in the rural sector and the informal economy. The scope of the consultations
covers all stages of national employment policy design, including implementation,
monitoring and evaluation.
Consultation should not be limited to employment policy measures in a narrow sense.
Governments should consult social partners on all economic policies that have a
bearing on employment promotion.
Trade unions need to be proactive
Trade unions should not wait for the government department in charge of employment
to bring them on board. Government departments do not always carry out their role in
coordinating social partners’ contributions. It is common for material like background
information and agendas to be distributed late, limiting workers’ ability to formulate
adequate responses. Ask for the background information. Take steps to be well
informed and present in strategic forums. Take advantage of opportunities to participate
in the NEP process.
Real engagement goes beyond information sharing, consultations and rubber-stamping
of decisions which have already been made by others. Genuine participation means that
trade unions share control over setting priorities, influencing resource allocation, and
implementing and monitoring policies.

“They consult us but, at the end of the day, they don’t do what we ask”
is a frequent concern of trade unions. That is why it is so crucial to put in place
a mechanism for participating in the formulation of the national employment
policy:
üüIt guarantees that the unions will be high-profile partners and players in
the process.
üüIt institutionalizes social dialogue in the process.

4

ILO • NATIONAL EMPLOYMENT POLICIES - A guide for workers’ organisations

Strategic partnerships
The more organizations making the case for the same priorities, the better. Trade unions
cannot rely on their own efforts only. They need to build coalitions and partnerships,
both among themselves and with like-minded organizations. They also need to learn
from those who have been successful in influencing national planning.
Different stakeholders have different agendas and interests. This should not
hinder their working together to find a common platform, although competing
interests will certainly arise. For example, in Senegal, a National Committee of
Social Dialogue was set up to draw together 17 trade unions with the aim of
unifying claims and proposals for the formulation and monitoring of a national
poverty reduction strategy. Progress was made, yet the performance of the
committee was weakened by persistent rivalries among unions (d’Achon, 2011).
By forging alliances, trade unions can attract attention to issues of concern to them.
By joining with others, they can assemble a critical mass of voices that is more likely to
be taken into account by policy-makers. A single institution giving voice to a concern
at national level in any country is likely to have impact only in cases where it has wide
representation. In countries where membership in workers’ organizations is low, forging
alliances can open up new channels to ensure that their concerns reach decision-makers.
In each country, it is necessary to identify the actors with whom to establish
partnerships. This might include international financial institutions, the United Nations
and the wider donor community, ministries of economy and finance, employment,
private sector and civil society groups, and others. Work in broad coalitions with likeminded organizations can also help to fill gaps in capacity.
For example in Canada, trade unions are members of the Canadian Centre for
Policy Alternatives. This independent research institute is concerned with issues
of social, economic and environmental justice. Founded in 1980, the centre is
one of Canada’s leading progressive voices in public policy debates. By working
with the centre, unions are able to bring solid arguments to hot debates—
like the myth that an aging population will cripple public health care, or that
meeting climate change obligations is a job-killer.

Strong institutional anchorage
Workers’ organizations have their traditional forums for social dialogue relating to their
traditional sphere of interest, such as working conditions and wages. Taking part in such
forums is part of a union’s day-to-day work. However, an integrated and comprehensive
approach to employment policies requires an institutional framework that goes beyond
traditional issues.
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A prerequisite for successful engagement in a national employment policy-making process
is to create the structure and conditions to enable participation to happen. Employment
policy involves many different actors: the employment ministry, the key employmentgenerating line ministries, the ministry of finance, the central bank, civil society groups
representing youth, women, people with disability and informal workers. A well informed
national employment policy requires bringing all these stakeholders together in an
institutional framework where social dialogue can take place.
The institutional framework should be mandated, by law or decree, to cover broad
social and economic issues. It should be given adequate resources to function and have
not just a consultative role, but an advisory one. This goes a long way in establishing the
credibility of the institutional framework.
Anchoring the national employment policy in such an institutional framework is a
prerequisite for success. First, it gives visibility to the policy. Second, it formalizes
coordination between the various actors involved and coherence among the policy
interventions. Third, it ensures that this coordinated approach is not a ‘one-shot exercise’
but a continuous and institutionalized approach to employment policy.

Alignment with national planning processes
National development frameworks are the place where national priorities are defined.
A national development framework is a country’s overall plan that sets out its priorities
for development over a period of time. In principle, national budgets are aligned with
these priorities.
The national employment policy should be consistent with and anchored into the
overall development framework. Its timing should be coordinated with the timing of
the national development framework’s formulation and revision schedule. There should
be policy coherence in terms of objectives, targets, and monitoring indicators. The
leading actors should closely collaborate. This close alignment creates a ‘strategic space’.
It makes it possible to convince decision makers to make employment a central and
accountable target of economic policies.
In many countries, steering committees develop and monitor the national development
framework. Technical working groups follow specific areas, such as the private sector,
health, and education. Some countries have succeeded in setting up working groups
on employment. This can facilitate the integration of the national employment policy
into budgeting, planning and monitoring cycles. Countries that have poverty reduction
strategies, for example, have opened up their national planning processes to a wider
range of stakeholders, including trade unions.

6
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What do trade unions need to do to make this happen?
Trade unions need to have a good understanding of the government planning process.
The planning process is now well structured in most countries. It is cyclical, with a
calendar of events that repeat every year. Often, information about this policy cycle is
widely disseminated and easily accessible.
The challenge is to maintain engagement throughout the full cycle, not to just give
limited and isolated inputs. That means finding ways to overcome the clashes of
calendars with unions’ everyday work. One way of doing that is to identify champions
who will focus on employment policy-making.
Trade unions are not the traditional partners of a country’s ministry of economy and
finance, but it is this government area that leads the planning process. Trade unions
need to lobby the government ministry in charge of employment to act as the interface.
It is responsible for structuring social partners’ contributions to the debate.

7

2.3. E nsuring a place at the table for rural and informal
workers
Those working in the rural sector and the informal economy have specific constraints,
needs and difficulties in the labour market. Most often, these are independent workers
who are not subject to laws governing employment contracts covered by collective
bargaining. Often, such workers are scattered and difficult to locate. This increases the
difficulty and cost of organizing.
How can trade unions ensure that the voice of informal and rural workers is at the
table during national employment discussions? In some countries, trade unions are
responding to these challenges. Some are in the process of changing their governance
structure to give representation to informal economy workers. For example, some
trade unions have revised their constitutions so that informal economy workers or their
associations become members.
Another option is to set aside human and financial resources for developing alliances
with organizations of informal workers. Trade unions can establish common negotiating
platforms by organizing consultations with existing associations or networks. Over the
last two decades, there has been a significant growth in autonomous, membership
based organizations of informal economy actors. There are organizations of homebased workers, domestic workers, street and market vendors and others. Some have
opted to register as trade unions while others remain associations or loose networks.

8
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Case studies: The role of trade unions in
including informal workers in social dialogue

India: Over the last decade, trade unions have organized rural
informal workers into rural workers’ unions, reaching 172,270
members by 2011. These unions set up 14 workers’ information
centres, which helped more than 83,800 informal workers to access
social security schemes.
Indonesia: The Konfederasi Serikat Pekerja Seluruh in Indonesia
formed the Building and Public Works Union for construction and
the Indonesian Transport Workers Union for transport. Most of their
members are informal. The building and public works members
automatically become members of the union’s cooperative and
professional associations, giving them economic and occupational
protection.
Nicaragua: The Confederación de Trabajadores por Cuenta Propia
developed a strategy in 2009 to help self-employed workers enhance
their businesses through social dialogue with certain employers
and local governments. This strategy has been shared with similar
organizations in other countries of the subregion.
Ghana: With 87 per cent of the labour force informal, various sectoral
unions have organized workers over several years and some of them
have joined the Ghana Trades Union Congress. The Ghana Union of
Traders’ Associations was formed in 1989 as a federation of 15 national
and regional associations of self-employed informal traders.
Senegal: The Confédération Nationale des Travailleurs du Sénégal,
with the MESCO bank, offers financial services to women who have
been laid off and are operating small informal businesses such as
trading, food processing and catering.
India: The Self Employed Women’s Association protects poor
women in informal self-employment and small businesses. It offers
savings and credit services, health insurance and childcare. Similar
initiatives for the working poor, especially women in the informal
economy, are being developed by the network Women in Informal
Employment: Globalizing and Organizing.
Source: ILO, 2013
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The role of trade unions
in the policy cycle
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Quick overview
This section gives an overview of the national employment policy process and the entry
points for trade union engagement. It is based on the Guide for the formulation of
national employment policies (ILO 2012a). In practice, of course, there will be variations
in the way the process unfolds. There could be delays between stages, or there could
be many activities taking place at the same time. This overall picture of the process is
meant to be helpful in planning, thinking ahead and strategizing.
This diagram shows the policy process as a cycle with seven stages. In the centre of the
cycle, we see various ways that trade unions may be involved. The nature of the activity
varies with each stage. We will discuss each of these stages and activities in more detail
in the next sections.

The 7 stages of the policy process

Preparation

Monitoring
and evaluating

Issue
identification

Analysis
Polling

Research

Political processes
Feedback
Implementation

Advocacy

Consultations
Engagement
Refinement

Formulation

Policy lenses
Action planning

Adoption

v

An overview of the role of trade unions in the policy cycle, stage-by-stage

2. Issue identification

1.

Preparation

Stages

vi

Objectives

Description and trade unions’ role

Put in place the
organizational
framework for the
policy process.

Trade unions should designate one or more
representatives to systematically participate in the
organizational framework for the NEP process. First, all
key players should be identified. Second, a tripartite
and inter-ministerial steering committee should be
set up to ensure policy coherence, ownership and
sustainability. Third, a technical team is needed to
animate the process. The roles of everyone in the
framework should be clearly defined.

Define the policy’s
overarching goal
(Example: “The
attainment of full,
productive and freely
chosen employment
for all women and
men”).

The long-term goal of the policy is based on sources
such as the national development framework, the
country’s vision and the presidential programme.
Dialogue with the key players is also essential.
Workers’ organizations should be associated to the
definition of the employment policy goal. They need
to be ready to contribute substantially.

Prepare a timeline for
the policy process.
Plan and budget for
the resources needed.

One of the first tasks of the organizational structure
is to prepare a timeline and identify the resources
needed to steer and implement the national
employment policy process. Trade unions should
take good note of the calendar of events for the
formulation process. They should be proactive in
getting information on how they can participate most
effectively in the process. They should identify the
resources they need to effectively engage.

Produce the
statement of issues
which identifies the
opportunities and
constraints of the
labour market.

This stage involves research and broad-based
consultations to collect all stakeholders’ views on the
challenge they face and, in the case of trade unions,
their constituents’ needs and demands.
Workers’ organizations can play a particularly valuable
role in identifying emerging policy concerns and in
providing independent critical analysis. Because of
their involvement with workers at the grassroots level,
trade unions are aware of trends or emerging issues
that other partners, including the government, might
ignore.
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4. Adoption

3. Formulation

Stages

Objectives

Description and trade unions’ role

Prioritize issues
identified in Stage
2. Choose 3 to 5
priorities for the
national employment
policy.

Trade unions have a key role to play in influencing the
choice of priorities for the national employment policy.

Define the objectives
corresponding to
these priorities.

They also have an important role in precisely defining
the statements of policy objectives.
Trade unions have a role to play in discussing various
policy options to achieve the objectives, bringing
their own information to the debate based on direct
experience and involvement with their membership.

Decide on policy
interventions to
achieve these
objectives.

Obtain a national
consensus on the
national employment
policy.

Once drafted, the national employment policy should
be submitted to the key stakeholders (both tripartite
and inter-ministerial). This is the last opportunity for
trade unions to voice their concern and advocate for
the incorporation of their suggestions. The national
technical team in charge of drafting the national
employment policy should integrate the comments
received and finalize the policy document.

Give all authority
necessary to
ensure the national
employment policy is
taken seriously by all
actors.

Adoption by the government is a key step to give an
executive force to the national employment policy.
This may take various forms, such as a statement,
decree, or law.

Let people know
about the national
employment policy
(disseminating and
communicating).

Everyone who is affected by the national employment
policy should know about it. However, this phase is
often neglected. Workers’ organizations can make
significant contributions by simplifying employment
policy documents and disseminating them in userfriendly formats, deepening the debate. They can
organize awareness-raising events and advocacy
initiatives.

vii

7. Monitoring & evaluation

6. Implementation

5. Action planning

Stages

viii

Objectives

Description and trade unions’ role

Clearly define the ways
and means by which
the objectives of the
national employment
policy are going to be
achieved.

This stage takes time and labour, but it is the key to
putting policy into action. Trade unions sometimes
ignore it, because it is less visible to the public than the
other steps of the policy cycle. But at this stage, critical
decisions are made that will ultimately determine the
effectiveness of the national employment policy. The
policy’s outputs, activities and inputs (such as financial
and human resources and equipment) are defined.
The monitoring framework is designed with ‘smart’
indicators for all outputs and activities. The coordination
mechanism is made operational.
At this stage, it is important that workers’
organizations provide input to ensure that the
program and budget decisions reflect their views and
what was agreed upon in the national employment
policy. They should also commit to directly
implementing some parts of the action plan. If they
are excluded from this process, they should advocate
for more access to budget and decision-making.

Turn the policy vision
and the action plan
into reality.

Translating the NEP into reality is not as simple as it
sounds. It entails changing habits and ingrained ways
of dealing with employment issues. Trade unions must
find a way to fully play their role in coordinating and
implementing the NEP. They should fully engage in the
steering committee and build the capacity to face up
to their implementation responsibilities.
Workers’ organizations can also help to promote
public sector transparency by building a culture
of accountability about the implementation of the
national employment policy.

Measure and evaluate
the results of the
policy’s action plan
and analyse what
needs to be done in
the future.

Workers’ organizations can help ensure the regular
monitoring of the policy’s implementation, both as
producers of information and users of information
produced by others. Trade unions are well situated to
produce certain types of monitoring information as
the policy is put into practice. They can also analyse
monitoring information and share and discuss it with
the membership.
Trade unions should be very involved in evaluating the
policy’s effectiveness, to see if it is meeting its original
intents and if there are any unintended outcomes,
both positive and negative. A mid-term evaluation can
help to reorient the policy if needed. A final evaluation
can be used for the formulation of a new national
employment policy.
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3.1. S tage 1: Preparation – The role of trade unions in launching
the policy process

Preparation

Monitoring
and evaluating

Issue
identification

Formulation

Implementation

Action
planning

Adoption

Trade union membership in the policy’s steering committee
In most cases, the government creates a steering committee entrusted with the
mandate to formulate the national employment policy. This steering committee
is tripartite, composed of government members and representatives of employers’
organizations and trade unions. Trade unions must find the ways and means to be active
in this committee throughout the process.
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One good practice is to nominate at least one trade union staff member to be the
focal point within the organization. This person represents the union in all meetings
throughout the process. Participation should be sustainable over time.
In countries where many trade unions co-exist, they may not all have an opportunity to
have representation on the steering committee. This is true, in particular, when a decision
is made to keep its size relatively small. The challenge then becomes finding ways to
coordinate workers’ viewpoints and organize common representation. This can be done
by establishing a platform for the defense and promotion of trade unions’ interests.
For example, this might take the form of an inter-trade union committee to followup on employment issues and contribute inputs to the preparation of the national
employment policy. Trade unions can then agree on one or two workers’ representatives
to sit on the steering committee on behalf of the country’s trade unions.
At the same time, each trade union should be responsible for holding separate, internal
meetings with their own constituents. This allows for more intensive discussions,
enabling individual unions to think things through and define their position.

Planning activities and resources needed for trade union participation
Two of the steering committee’s first tasks are to:
•• Prepare an annual timetable of key policy development events.
•• Identify the resources needed to steer and implement the NEP process.
This is a good opportunity for trade unions to take good note of the calendar of
events for the formulation process. They need to be in the right place at the right time.
They should be proactive in getting information about how they can participate most
effectively in the process. They also need to identify the resources they themselves need
to effectively engage.

Strong trade union participation means building capacity and expertise
It is not easy, with tight resources, to maintain participation in all the meetings and
activities throughout the national employment policy cycle. Trade unions have to think
about how they can build capacity.
They may need to dedicate staff to employment policy to ensure continuous exchanges
between the government and workers’ organizations. Such staff would need advocacy
skills and expertise. They would be responsible for regular communication with other
stakeholders, for getting timely information on the process and for forging working
relationships with the ministry responsible for employment and other key actors.

2
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Trade unions also need to strengthen technical capacity. Lack of financial resources is a
concern, but the need for expertise should receive high priority. Lack of policy expertise
limits the value an organization can add to the process. There is a danger that the
dialogue will become ideological rather than evidence-based. Internal capacity can
be built up by creating a policy research department and staffing it with the required
experts. Unions can also forge partnerships with academics on specific research issues,
and they can share their research with one another.

For example, the African Labour Research Network is a leading think tank
on labour issues. Formed in 2001, its members are labour-related research
institutes and research departments of trade union federations in Africa.
The network aims at strengthening the capacity of trade unions to engage
policymakers on issues that affect workers and their families through cuttingedge research.

Developing a clear vision or goal
A national employment policy is designed to take the employment situation from
wherever it is right now to the accomplishment of a stated vision or goal – “What is it
that we are trying to achieve here?”
Workers’ organizations should be involved in defining this broad policy goal. It provides
an overall direction for the specific, practical and measurable employment objectives
that they will help to set in Stage 3.
The International Labour Organization gives an example of this type of overarching
vision or goal in employment policy convention No. 122: “the promotion of full,
productive and freely chosen employment” (ILO, 1964). Another example is the
employment goal of Madagascar’s National Employment Action Plan: “to contribute
to the generalization of decent work to reduce poverty” (Government of Madagascar,
2006).
Too often, policy-making quickly gets bound up in options and solutions with unclear
goals. The risk is to introduce measures that address problems in a flawed way. Before
going into the problem-solving step, it is necessary to clearly define the long-term and
‘high-level’ policy goal.
Having a clear policy goal is a good way to start because it puts everyone on the same
path.
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3.2. S tage 2: Issue identification – Using an employment
diagnostic

Preparation

Monitoring
and evaluating

Issue identification

Formulation

Implementation

Action
planning

Adoption

What is an employment diagnostic?
Policies that are built on rigorous evidence are more likely to yield good outcomes. That is
why it is important to use research evidence to identify policy issues. The research approach
is called an employment diagnostic. An employment diagnostic describes the labour market
and employment situation and identifies the policy issues that need to be addressed.
An employment diagnostic does not identify priorities or present policy options. This
happens at Stage 3, Formulation. Although it is research based, a good employment
diagnostic goes beyond academic research to include broad-based consultations with

4

ILO • NATIONAL EMPLOYMENT POLICIES - A guide for workers’ organisations

all stakeholders. It requires collaboration and data sharing among government, research
departments, independent research institutions and all of the social partners. The
considerable experience of trade unions should be taken seriously.
The employment policy diagnostic should be seen as a “work in progress”, because one
diagnostic exercise cannot cover everything, and employment challenges evolve over
time. It will be necessary to identify what needs to be analyzed first and what needs to
be integrated into future policy cycles.
The employment diagnostic should be widely shared and discussed, not reviewed
behind closed doors by a limited number of government officials. It is not a good
practice for governments to hire a consultant or a think-tank to do the diagnostic, which
is then discussed in a tripartite meeting without adequate time for trade unions to
digest the report and prepare their arguments.
Done properly, the employment diagnostic becomes a key tool to help decide on the
objectives of the national employment policy. It will:
•• Enrich the social dialogue with robust and credible evidence and prevent them
from becoming purely ideological debates where points of view are irreconcilable.
•• Foster advocacy efforts with solid diagnostic analyses pointing to the root causes
behind employment issues.
•• Support Stage 7 (monitoring and evaluation) by providing information to develop the
national employment plan targets and benchmarks for evaluating the impact of the NEP.
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What is the most efficient way to build knowledge for the diagnostic
exercise?
Start with what is already available.
In many countries, lots of analysis and research has already been undertaken. Look at
existing policies and programs. Look at recent studies, reports and articles. Identify inprogress and planned research relating to employment, so as to not duplicate efforts.
Trade unions produce a lot of knowledge that should be collected and used. Consult
with members and produce an inventory of what is available.

Identify the gaps and the areas that need deeper analysis.
The areas you choose for more research will be influenced by the government’s
priorities as well as external events (such as natural disaster, economic downturn or food
crisis). Trade unions have solid experience of the world of work and can play a valuable
role in identifying employment challenges that should be further researched.

Build new knowledge.
There are many ways to produce an employment diagnostic. They can involve research,
data analysis, modelling and scenario-building exercises, as well as policy, institutional,
legal and expenditure reviews. Trade unions can contribute by providing first-hand
information to feed in the employment diagnostic.
They can also undertake their own research. In this case, it may be strategic to consider
with whom to establish partnerships. Joint contributions not only share costs but
also ensure the research will reach the widest audience possible and be credible to
government officials. Working with the right partner will ensure that the diagnostic
findings are being used and are not ‘left in a desk drawer’.
In some cases, where trade unions felt they were technically not up to detailed
discussions on socio-economic policy, they have recruited consultants and expertise
from the universities or research centres. In other cases, trade unions have hired
professionals to complement their research staff.

Share the research.
Participate in communicating the research and making knowledge intelligible. Think of
evidence as transmittable: to the point, easy to digest and shareable. Use it for advocacy
with decision makers who hold the power to implement a change in policy or law.
Advocacy can also be about changing public opinion to support the employment cause.
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Take stock of
existing knowledge

What are the
gaps?
What are the areas
that need deeper
analysis?

Build new
knowledge
Research, interviews,
data analysis, focus
group, etc.

Share the knowledge

Trade Union Congress - Ghana
Traditionally, the research activities of the Trade Union Congress in Ghana have
focused on wages, with very little attention to wider socio-economic issues.
Participation in the first Ghana Poverty Reduction Strategy showed the need to
upgrade the research division to enable it to undertake work that will help it to
influence national policies. The Trade Union Congress has therefore hired two
professionals to complement its research staff.

What should the employment diagnostic look at?
Look at the broader issues
To be truly effective in advocacy, make sure the diagnostic resonates with the wider
national priorities (such as the national development plan).
Do not limit the diagnostic exercise to the traditional labour market issues, such as
wages. Look at other elements that have an impact on labour market performance.
Here are some examples:
•• Advocate for looking at the macroeconomic framework as part of the diagnostic
exercise.
•• Identify the economic sectors that have the highest potential to generate valueadded and productive employment. What are the constraints in increasing
productive employment in these sectors?
•• Poverty analysis can help identify what types of jobs are more likely to benefit the
poor.
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•• Employment and labour market analysis examines the labour market situation and
the main determinants of employment.
•• Employment policy reviews identify the economic, social and legal contexts that
affect employment.
•• Look at the institutional environment. Adequate institutions, with sufficient, trained
staff are essential conditions for implementing a national employment policy.
Reviewing the institutional framework is hence also key.
•• Review public spending to assess its impact on employment outcomes. For an
example, the International Labour Organization has documented the experience of
Public Works in Chile (ILO, 2010).

CASE STUDIES
El Salvador
In El Salvador, the trade unions prepared a position paper that
presents their priorities for the national employment policy
(ILO, 2013a). This document contains a detailed diagnostic
of the employment situation. It includes an analysis of labour
market data, of the macroeconomic situation and of the labour
market. It then presents the priorities identified on the basis of
the diagnostic, followed by concrete suggestions on measures
that need to be taken.
The vision of the trade unions for the national employment
policy is “Overcome poverty, with jobs” (Superar la probeza,
con empleos). Their goal is to “generate employment
opportunities to improve the quality of life of working families”.
The Salvadorian trade unions also prepared a document that
highlights the areas where the unions need to strengthen their
capacities to engage effectively in social dialogue around the
national employment policy.
This was a common effort of the two main trade unions
in the country with support from the International Labour
Organization.
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Mongolia
The Confederation of Mongolian Trade Unions played a
significant role in the national employment policy-making
process. It trained its leaders on important concepts of
decent work, prepared an employment policy position paper,
contributed to tripartite discussions and supported union
leaders engaged in the implementation of the national
employment policy.
The confederation contributed to the employment policy
through a position paper, The role of trade unions in
employment strategies (Ahn, 2014). To make the study
participatory and collect a wide range of views, the
confederation organized one-day group meetings in four
provinces located in the north, south, east and west. Each
meeting was attended by 10 to 15 union leaders. To finalize
the position paper, a national consultation meeting took place
in May 2011 with 40 participants representing 13 provincial
federations and 25 industrial federations.
The paper’s diagnostic uses the International Labour
Organizations four strategic objectives: labour standards,
productive employment creation, social protection and
social dialogue. It also analysed the lessons learned about
employment recovery patterns in Mongolia in the aftermath
of the 2008 global economic crisis. It discussed the potential
growth industries for employment generation in the country.
These findings were used as background material for the
confederation’s capacity building workshops. A “CMTU/
ILO Capacity Building Workshop” was held in Ulaanbaatar in
September 2011. It presented the position paper to the leaders,
enhanced the level of their understanding on the impacts of
the global economic crisis on labour and employment and
introduced them to the policy recommendations of the ILO
2009 Global Jobs Pact (ILO, 2009).
The workshop led to the successful development of union
proposals on employment promotion strategies. These were
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presented at the Tripartite Forum on National Employment
Strategy held in Ulaan Baatar in September 2011. They
contributed to the formulation of the national employment
policy.
Then in November, 2011, the Confederation held the CMTU/
ILO Union Capacity Building Workshop on a National
Employment Strategy for Mongolia in Orkhon Province. This
was a window of opportunity for 35 participants from 10
different provinces to review the draft national employment
policy from the perspectives of trade unions. They made a
number of comments on issues related to using ambiguous
terminologies, the unrealistic timeframe of each action plan,
the unspecified role of trade unions in its implementation and
the lack of a gender dimension.
 any of the confederation’s activities were covered by the local
M
newspaper and air media and this publicity added value in the
form of public advocacy.
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Other issues to pay attention to:
•• Make sure that the analysis is not confined to identifying problems, such as high
unemployment or low wages, with little or no analysis of the underlying causes.
This is not always easy. A broad set of cultural, social, economic, institutional and
legal forces affect employment. Be careful not to overly focus on a single cause.
Make sure to factor in variables that cut across issues, such as gender and age.
•• Ensure that the knowledge produced is credible. To this effect, advocate for the
use of existing planning-tools and for working with the right partners that have
legitimacy and expertise in the areas that are researched.
•• Make the best case evidence by combining the national and the universal,
quantitative and qualitative data, to tell a compelling story as succinctly as possible.

11

3.3. S tage 3: Formulation – Setting priorities, objectives,
outcomes and indicators
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In most countries, the list of issues emerging from employment diagnostics tends to be long.
Addressing all these issues at the same time may result in doing too little of everything. That
is why setting priorities is essential. Concentrating on a few well-defined areas of concern is
far more likely to have impact than trying to push for a wide range of priorities.
Each priority then needs to be translated into a policy objective. An indicator must then
be chosen to measure performance in reaching the objective and to help evaluate the
outcomes.
Trade unions need to come well prepared to these discussions. Priority setting is the result
of a combination of political and technical judgments. It depends on the interactions
between different interest groups (including trade unions), but it is also based on technical
considerations. It is crucial to be strategic and realistic about the priorities to push for.
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Setting priorities
Start with a list of all the problems identified during the diagnostic. Identify a maximum
of five priorities based on clear criteria. Using clear criteria helps you make the case for
the choice of one priority over another when meeting with other stakeholders. These
criteria include:
•• National circumstances: Is your country undergoing an economic crisis? Is it
experiencing high economic growth rates? Is the population aging rapidly or
is there a ‘youth bulge’? Are industrial relations tense or smooth? Was a new
government recently put in place or are elections looming?
•• National priorities: Link employment priorities with the priorities of the national
development framework or the presidential program. Determine the main areas
that are most politically acceptable to the Government.
•• Financial and human resources: Is addressing the chosen priority affordable, realistic
and sustainable over the course of the policy?
This table shows the thinking process for setting priorities in Liberia for its 2009 national
employment policy.
Example: Liberia’s 2009 national employment policy
Criteria

Situation

Post crisis (civil war ended in
2003)
National
Severe impact of the global
circumstances economic crisis in 2008/09
The vast majority of people live
in poverty
Rebuild essential infrastructure
National
priorities
(Liberia
Poverty
Reduction
Strategy)

Availability of
resources

Revive the traditional engines
of growth in mining, minerals,
forestry and agriculture

Choice of priority

••Scale-up direct emergency job
creation: public works
••Enhance sustainable opportunities
for productive decent work
••Employment-intensive
infrastructure rehabilitation and
public works programmes
••Upgrade educational and skill
levels to match demand in key
growth sectors and to increase
labour productivity

Establish a competitive business
environment to help diversify the
••Promote competitive and
economy in the medium term
sustainable small and mediumscale enterprises
••Scarce resources should be
Country is low income, highly
directed to rebuilding essential
dependent on foreign aid
infrastructures through emergency
Global economic crisis imposes
job creation programmes
severe budget constraints

13

Outdated curricula
and programmes

•• Skills needs assessment

•• Quality assurance system

•• Reform Technical
Vocational Education
and Training system with
involvement of the social
partners

causes

effect

•• Provide business
development services
for young people

•• Provide “second chance”
training

•• Review apprenticeship
training model and
scale-up proven
initiatives

•• Provide short-term
retraining to newly
graduated youth

•• Extend unemployment
benefits to young
people

•• Build required
infrastructures
to enhance the
development efficient
value chains

•• Adopt an industrial
policy that will promote
job-rich sectors

OBJECTIVE:

Encourage job
creation through
revitalisation of
job-rich sectors and
entrepreneurship
development

•• Improve access to credit to
promote self-employment and
micro and small and medium
enterprises (e.g. establish an
employment fund to distribute
credit to newly created startups)

•• Reduce administrative costs
(e.g. revise tax code, provide
targeted subsidies to newly
created firms)

•• Reduce or eliminate
unnecessary business
regulations and administrative
requirements.

•• Develop entrepreneurship
skills. Make entrepreneurship a
career option.

Small and
underdeveloped
private sector

Shortage of jobs for
young people

High growth
sectors do not
create jobs

High youth
unemployment rate

Lack of linkages with
the world of work

Education and training
not responding to
labour market needs

OBJECTIVE:

Improve access and
standards of technical and
vocational education and
training (TVET) and focus
curriculum on meeting
the demand of the
labour market

INTERMEDIATE
OBJECTIVES

OUTCOMES
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Setting policy objectives
Once priorities are set, the focus of the analysis shifts from finding out what happened
to why. An employment diagnostic tree is a useful tool to identify the causes and
effects of an employment issue (ILO, 2012b). The identified causes, or branches and
sub-branches of the employment diagnostic tree, will correspond to a menu of possible
interventions to address them and solve the higher level objective.
For example, in the tree below, the main issue is the high youth unemployment rate in a
country’s urban areas. Some of the causes identified in the tree are:
•• A small and underdeveloped private sector.
•• Very low job creation potential in the country’s growing economic sectors.
•• Outdated technical and vocational education and training.
•• Lack of linkages between education and training and the world of work.
For each of these causes, the diagnostic tree proposes interventions.

Drafting objectives
Who writes the national employment policy? Government leads the process, but in most
cases the policy goes through many versions or iterations, involving a wide range of
stakeholders, including trade unions. Ideally, there should be two or three drafts circulated
for comments.
Trade unions need to be involved in the wording of the national employment policy. They
need to take part in translating the priorities into a clear and concise policy framework.
Every time a policy priority is identified, some statement of objectives is adopted. The
objectives are what the policy should accomplish. Objectives are broad, formal, long-term
problem-solving achievements. They need to be drafted carefully and be as precise and
explicit as possible.
Going back to our example of youth employment from our diagnostic tree, here is an
example of a draft objective, showing how being explicit and precise makes it better:

Reducing the skills
mismatch

Reducing the
skills mismatch:
Improve access and
standards of technical
and vocational education
and training and focus
curriculum on meeting
the demand of the
labour market
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Drafting outcomes and indicators
Once you have a clear picture of what you want to accomplish overall (the national
employment policy goal), as well as what objectives will move you towards the goal, you
need to decide what measurable milestones you will need to hit throughout the time
span of the national employment policy.
Outcomes are concrete statements about the desired effects of a policy. They describe
a measurable change expected to happen within a given timeframe. They are always
connected to an objective.
When writing an outcome, draft a specific, measurable, obtainable achievement.
Going back again to our example of youth employment, here is an example of a draft
outcome, showing how being concrete and specific makes it better:

Revised technical and
vocational education
and training curricula
and programmes

New
technical
and vocational
education and
training curricula and
programmes, revised with
the involvement of the
social partners, applied
in educational
institutions

When drafting objectives and outcomes, avoid vague and overly technical language:

Encourage
development and
allow growth only in
physiographically
suitable areas

16

Urban
development shall
only be permitted
in areas with the
appropriate topography
and soil conditions
to support such
development.
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Every outcome must have an indicator
An indicator is a research instrument that gives information to measure achievement or
reflect changes connected to a policy intervention. Here are some examples of types of
indicators:
•• Time or deadline: Period by which the result must be achieved.
•• Quantity indicators: Targeted percentage points measuring an achievement, such as
an employment rate. The target may have a range with upper and lower bounds.
•• Quality indicators: Targeted quality levels such as high, medium or low. For
example, if you were assessing a draft national development plan, you could rate its
focus on employment as “high”, “medium” or “low”.
•• Activities undertaken: An example might be the number of training workshops,
meetings, and conferences that are to take place regularly. The outcome might be
written: “The Consultative Body shall hold at least two sessions yearly to address
issues of concern and monitor implementation of the policy.”
Here are some examples of indicators for the objectives and outcomes in our technical
and vocational education and training example:

Outcome

Objective

New curricula and programmes,
revised with involvement of the social
partners, introduced in all educational
institutions

Reducing the skills mismatch - Improve
access and standards of technical and
vocational education and training
and focus curriculum on meeting the
demand of the labour market

Indicator (deadline): New curricula and
programmes introduced by the year
20xx

Indicators (quantity): Share of hard-tofill vacancies (by occupation) to total
vacancies down by x percentage points
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How can trade unions influence the choice of policy alternatives?
Internal consultation and debate
Trade unions need extensive discussions with their members and affiliates to define
a common position. These discussions will naturally place a high priority on issues
of direct concern to the membership, but it is crucial that they also focus on wider
measures to promote employment.

Social dialogue
Trade unions will favour some policy alternatives more than others in the employment
tree diagnostic. To be heard, trade unions need to lobby for tripartite dialogue involving
the government, trade unions and employers’ associations. Social dialogue will ensure
consensus and a common platform.
Trade unions must have representation on the national employment policy steering
committee and they must participate effectively in other meetings and workshops
where policy priorities and options are discussed.

Well prepared, evidence-based arguments
Saying “This should be the priority” may be accurate but is not helpful in changing
opinions. Specific statements and robustly substantiated analysis can. Showing what
worked in other contexts may be a compelling, evidence-based policy argument.
It helps to be prepared for the discussions and debates. In advance of social dialogue
meetings, prepare evidence-based policy arguments in favour of a limited number
of priorities (maximum five). Describe targeted policy interventions for each of them.
Submitting a detailed position paper can help to better voice concerns.

18

ILO • NATIONAL EMPLOYMENT POLICIES - A guide for workers’ organisations

3.4. S tage 4: Adoption – Finalizing and communicating the
national employment policy
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Influencing the final draft
Ideally, the national technical team responsible for drafting the national employment
policy will circulate drafts for comments and consolidate these into a final draft. They
will then organize a national-level forum (tripartite and inter-ministerial) for validation (a
validation workshop).
How much negotiating space is there at this stage? This is the last opportunity for
trade unions to voice their concerns and advocate for the incorporation of their final

19

comments. Keep in mind that transforming a large number of stakeholder submissions
into a coherent and affordable strategy is challenging. The drafting team has probably
been overwhelmed by the number of issues and has struggled to glean the main
priorities from a huge amount of information.
Because negotiating space is narrow at this stage, it is all the more important to:
•• make strategic policy suggestions
•• make a strong, evidence-based case grounded in the country’s reality
•• move beyond general statements to suggesting ways forward that are costed and
realistic.

Lobbying for adoption
Once the draft policy has been properly debated, the national technical team draws up
a final policy. It is then submitted for adoption to the relevant government bodies. The
government then decides on the official form the policy takes: it could be a statement,
a decree, a law or some other form. In some cases, formal adoption may take time
or be delayed. At this stage, the process moves away from being a technical exercise
and becomes a more political one. If you are happy with the document, lobby for its
adoption.

Communicating the policy to your constituents and beyond
Trade unions have a key role to play in creating ‘ownership’ of the policy. Ownership
is needed to ensure that there is commitment to the policy and accountability for
its implementation. Creating ownership requires a sound communication strategy.
Workers’ organizations can make significant contributions because of their experience in
simplifying complex ideas for their members in user-friendly formats.
There are many ways to get the message across to the membership and the wider
public:
•• Report regularly to the membership on how the policy is being implemented.
•• Make copies of the official policy document available to all of the membership and
have them deposited in the libraries.
•• Carry out print-based information campaigns in local languages giving information
about, for example, the goal and the objectives of the policy, its priority measures
and those responsible for implementation.
•• Hold public debates locally or on radio or television.
•• Conduct web-based discussion forums.
•• Hold briefing workshops or awareness-raising activities at the national, regional and
local levels.
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•• Hold press conferences and lobby at public meetings.
•• Organize capacity-building training activities with the support of the ILO Bureau of
Workers Activities and workers and employment specialists in ILO sub-regional and
country offices.
Example: The National Union of Metalworkers of South Africa (NUMSA) uses
cartoons to explain the national development plan
helen and trevor meet in an airport lounge as they are on the way to a conference.
they don’t realise that numsa’s irvin Jim is sitting behind them in the same lounge.
he overhears their conversation.
trevor. it’s
good to see you. i’ve
been wanting to have a
chat with you for
a while

and i
think you will be
interested in seeing
the final draft of the
ndp

yes. they demand suc
creases and then emp
won’t take on new wo

let me see if i can get
a photo of this. it will look
so good in numsa news

to us it looks like a
society with insiders
and outsiders

organised
workers protect
themselves at
the expense of the
unemployed.
exactly

they
make the price
of labour too
high so business
doesn’t want to
employ

so, according
to both of them,
unemployment is
our fault

The DA says:

The NDP says:

Numsa says:

Cosatu has become a stumbling
block to job creation

Worker leadership must allow the
unemployed more access to jobs.

They are both saying the same
thing. They are saying that
unemployment is caused by trade
unions. Now we can see we are
right; the NDP copies DA policies.

The DA says: We have to deregula
the labour market. Collective
Bargaining must be flexible. We
say no to extending agreements to
non-parties. It is the voices of the
organised workers that should be
regulated, not the market.

Source: http://www.cosatu.org.za/docs/misc/2013/numsacartoon.pdf
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3.5. S tage 5: Action planning – Programming and budgeting the
national employment policy
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“Vision without action is only dreaming, action without vision is only
passing time, but vision with action can change the world.”
Nelson Mandela
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Trade unions tend to be more engaged in the early stages of the national employment
policy process, but less so or even not at all in the later stages. Trade unions need to
sustain effective engagement throughout the policy cycle, including action planning,
implementation, monitoring and evaluation.
The national employment policy should be accompanied by an operational document
or action plan. It can be a separate document or included in the policy itself. The action
plan should clearly determine:
•• what action or change will occur
•• who will carry it out
•• by when it will take place
•• what resources are needed to do it.

From policy planning to implementation: Action planning
Planning

Action Planning

Inputs
(resources)

Activities

Policy planning

Outputs
(results)

Outcomes

Objectives

Goal

Implementation

Inputs are the resources needed for the actions to be taken. These might be human
resources, financial resources or equipment and ‘bricks and mortar’.
In action planning, outputs or results are the direct products of actions taken to pursue
policy outcomes. All of these inputs, activities, and outputs will, we hope, lead to
achieving the outcomes, objectives, and overall goal we set in policy planning.
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What to look at in the design of the action plan
•• Check to make sure that the plan is aligned with the priorities
established in the national employment plan document.
•• Are the priorities you pushed for actually embedded in policy actions?
•• Is there consistency between the stated objectives and proposed
actions to achieve them?
•• Figure out which activities your trade union can be involved with or
responsible for.
•• Make sure that the format of the action plan is aligned with national
practices. For example, in most countries, results-based management
is the rule. The format of the action plan should comply with it by
focussing on measurable results.
•• Make sure there are timelines on everything. Without specific time
frames and deadlines, some tasks may never get completed.
•• Check to see if responsibilities are clearly set out. Trade unions can
play a role in choosing the right institutions and people to carry out
activities for the plan. These should be people and institutions that
can stay engaged over the whole period of implementation.
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TVET department in the MoL
is strengthened to supervise
and monitor implementation
of the new curriculum

The curriculum of all
vocational/technical training
institutions is aligned

An inventory of all
vocational/technical training
institutions is available in
printed and electronic forms

Outputs

0

0
0

Consolidate the inventories of
each region into one document

Publish the document in both
print and electronic forms

0

Year 1

0

0

0

0

Year 2

0

0

0

0

Year 3

Estimation of resources required

Conduct the inventories

Nominate one person in each
region to conduct the inventory

Activities

0

0

0

0

Year 4

0

0

0

0

Year 5

Partners

Secretariat
General of
MoL

TVET
Department,
MoL
Financial
Department
of MoL,
Ministry of
Finance, ILO
International
Training
Centre

TVET
TVET
Department, institutions
Ministry
of Labour
(MoL)

Responsible
structure

Outcome 1.1: Revised curriculum for vocational and technical education and training linked to the needs of the labour market

Objective 1: Improve access and standards of technical and vocational education and training (TVET) and focus curriculum on meeting the demand
of the labour market

An action plan template with an example
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Financing the national employment policy
National budgets are the main tool for moving beyond wishful thinking on employment
towards concrete results. Budgets set out a government’s priorities often more
accurately than the policies on which they are based.
Yet it is hard to find the employment content in a national budget. For example, the
Conference of African Ministers of Economy and Finance raised this concern in 2010:

“National policy announcements on job creation are rarely linked to quantifiable budget
targets and disappear once the budget preparation process is completed. In other
words, employment does not feature in the end-of-cycle assessment of the budget …
Coordination across ministries, especially ministries of finance and labour, have been a
missing link when it comes to employment policies.”
There are two reasons for this disconnect. First, the prevailing view of employment for
many years has been that it is the result of economic growth and social investments in
things like education and health. This view makes it unnecessary to explicitly integrate
employment in public budgets. Market forces are in charge of employment and the role
of the state is weak.
The 2008 global financial crisis marked a turning point in this thinking. It put the state
back in the driver’s seat to implement reform. It raised policy questions about the most
effective means through which public budgets can generate and support decent work.
There is a new momentum to take employment budgeting seriously.
The second reason that budgeting for employment policies is challenging is because
employment cuts across economic sectors and is impacted by so many areas of
economic and social concern: gender, age and environment issues, to name just a few.
There are so many actors that need to be engaged in generating employment. It is hard
to link up these sectors, issues and actors in a budget.
Ministries of labour need to have sufficient financial means to coordinate and implement
employment policies with other key productive ministries. Sectoral ministries have to make
employment a central and accountable target of their policies and budgets.

What is pro-employment budgeting?
Pro-employment budgeting means integrating employment into the national budget
by looking at all government revenue and expenditures through an employment lens
(ILO, 2014). In other words, a pro-employment budget is one that raises and allocates
money to implement policies and programs in a way that moves towards the creation of
decent work.
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Pro-employment budgeting does not mean doing a separate budget for employment
that would be managed by the ministry in charge of employment. Rather, this is an
attempt to assess government priorities as they are reflected through the whole budget
and examine how they impact employment. Pro-employment budgeting is not just
about allocating resources for employment. It is also, and maybe primarily, about
enhancing the efficiency of existing resources, by asking “How can we accomplish more
and better employment with each dollar spent?”
Pro-employment budgeting does not mean looking at employment as the only priority
in the national budget. Governments pursue various objectives, such as macroeconomic
stability and growth.

Integrating employment in
the national budget does
NOT mean to:
•• Show an interest only
in employment
•• Increase the share of
the budget reserved
for employment
•• Set up a two-part
national budget, one
for employment, and
the other for other
national policies.

Integrating employment in the
national budget DOES mean
that:
All policies and all budgets
of all state-run structures
(ministries, national
agencies, decentralised
structures) integrate the
employment objective.

Analysing the national budget through an employment lens can reveal
discrepancies between what a government says it is doing and the actual
resources it devotes to implementing policies on employment.
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In brief, pro-employment budgeting is an effective tool to:
√√ Influence government spending and policies in favour of employment.
√√ Demonstrate inefficiencies in government spending and identify
opportunities to reallocate to employment expenditures.
√√ Highlight the level of real government commitment to employment .
√√ Involve and empower trade unions to be a part of the budget process.
√√ Increase accountability and transparency of government budgets.

How do you do it?
Pro-employment budgeting is a relatively new process, and the tools for doing it are still
being developed. Processes vary from region to region, but some good practices have
been identified:
•• Ministries of finance tend to allocate resources based on the quality of the request
for funds. It is crucial to advocate for funds based on solid arguments. Be realistic
and focus on measurable results and targets.
•• Ministries of finance should be key partners when starting to develop a
national employment policy. By its mandate, a ministry of finance can facilitate
the integration of national employment policies into the budget. It can also
provide methodological support on the procedures and give guidance on which
interventions the national employment policy should focus on.
•• Align the national employment policy on the priorities set out in the national
development framework. Within a context of tight financial resources, not all
elements of the policy can be addressed at once. Linking with the national
development plan helps identify areas that are most politically acceptable to the
government.
•• Establish strong collaboration between the employment ministry and the ministry
of planning and economy. Ministries of economy and planning are usually the
leading structures of the national development framework and can best ensure
coherence with the national employment policy.
•• Public expenditure reviews provide a critical analysis of how effectively resources
were used in the past and how they might be more effectively used in the future.
They can be used to defend new spending proposals or convince the ministry of
finance that past budgetary allocations were used efficiently. They can evaluate
the amount of public funds that can realistically be earmarked for the national
employment policy.
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What role can trade unions play in the national budgeting process?
The budget document can help hold government accountable for its level of
performance with the funds it receives. In many countries, there is a move from a
bureaucratic and administrative culture towards a more open, accountable and citizenoriented budgeting process. As a result, in many countries, the role of social partners in
the budget process is growing or has the potential to do so.
Consultation: Trade unions can help ensure that employment features high in the
public budget by being in the right place at the right time. Trade unions need to be
acutely aware of the timetable of key budgetary discussions and events.

For example, the Government of Mauritius consults the social partners in the
course of the preparation of the national budget. For three consecutive years,
much emphasis has been laid on employment creation.

Bringing independent analysis: Trade unions can provide independent, critical analysis and
new information to the debate.

In India, the non-governmental organization Samarthan undertakes budget
analysis and monitoring of the country’s biggest employment program –
The National Rural Employment Guarantee scheme. They undertook in-depth
studies of the financial flows and analysed the budget data. They managed
to identify bottlenecks and problems. They proposed solutions. For example,
changing the way in which the funds were released resulted in fewer delays for
the workers. The NGO also provides training in drawing up budgets for staff at the
village level.

Each year in Canada, the Canadian Centre for Policy Alternatives produces
an Alternative Federal Budget. It is a “What if?” exercise. For example, the
2014 Alternative Federal Budget shows what the federal government could
do if it decided to seriously address Canadians’ largest social, economic and
environmental concerns. It delivers a plan that would lift 855,000 Canadians
out of poverty, reduce income inequality, boost the economy, lower
unemployment to 5.4% — and balance the budget just one year later than the
federal government’s plan. It demonstrates in a concrete and compelling way
that another world really is possible.
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Broadening the debate in civil society: Trade unions can help to disseminate
budget information in simplified and user-friendly formats that most stakeholders can
understand.

Kenya’s Budget Highlights 2011-2012: Citizen’s Guide is an example of a userfriendly document. It is easy to read and contains data, charts and short
summaries of spending priorities. The six-page document includes useful pie
charts that break down revenue sources, a simple table on macroeconomic
indicators projected through 2013-14, and a diagram that provides both visual and
numerical information about spending priorities. The document focuses directly on
some of the key concerns of citizens: food insecurity, youth unemployment, social
protection and infrastructure investment for faster economic growth.
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Further, a breakdown of where the money is coming
from excluding domestic debt rollover of KShs.62.3
billion is shown below:

Figure 1: Government Resources for budget 2011/12
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3.6. S tage 6: Implementation – What role can trade unions play
in making it happen?
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Unions can set up and take part in the policy’s co-ordinating structures
What does the coordinating structure look like for a national employment
policy?
Employment is a cross-cutting issue. It concerns many government ministries outside
the ministry in charge of employment. It affects different levels of government (national,
regional, local) and different actors, including workers’ and employer’s organizations
and other specialized agencies. That makes it crucial to define a well-structured
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framework for interactions among all the stakeholders involved in implementing the
policy. Their roles and responsibilities must be defined.
Coordinating structures vary from country to country, but often share these features:
•• A permanent structure at the national level provides steering and coordination
for the implementation of the national employment policy. It is usually formally
set up by legislation and is most commonly called an inter-ministerial committee
or a national employment commission, council or committee. Its membership
should be high-ranking to ensure sustained commitment at the top level of the
political sphere. It should be tripartite, involving the ministry of labour and its
social partners representing organized labour and employers. It should also be
inter-ministerial, including in particular the ministries responsible for economy
and planning, finance, and trade. Depending on the country, this body might also
include representatives from the central statistical organization, university and
research institutions, youth and women’s organizations, and others.
•• To ensure effective co-ordination, the structure should be led by one of the most
influential authorities in the country, such as the prime minister, a minister of
cabinet, or the minister of economy or planning.
•• The national structure is supported by an executive committee or secretariat,
usually led by the ministry in charge of employment. This structure actually
coordinates the implementation of the action plan and oversees the technical work.
For example, it prepares progress reports for the inter-ministerial committee.

In Sri Lanka, implementation of the National Human Resources and
Employment Policy is led by the Senior Ministers’ Secretariat under the
overall guidance of a National Steering Committee. Subcommittees are set
up for policy implementation. The Senior Ministers’ Secretariat creates public
awareness of the policy and obtains feedback in order to refine and build up
relevant strategies and action plans for implementation.

•• Technical work groups or task forces can be set up to advise the national
coordination body, produce policy briefs and carry out research on specific issues.
In some countries consultative committees or groups have an information role in
the implementation of the policy.
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The USA President’s Council on Jobs and Competitiveness advises the
President on the sustainable growth and competitiveness of industry and the
labor force. Its members are appointed by the President and offer the diverse
perspectives of the private sector, employers and workers. The council solicits
ideas from across the country about how to bolster the economy. It reports
directly to the President on the design, implementation, and evaluation of
policies to promote growth, enhance skills and education, maintain a stable
and sound financial and banking system, create stable jobs and improve the
long term competitiveness of economy.

•• The inter-ministerial and tripartite coordination structure at the national level
should be completed by a structure at the regional or local level. That structure
has the same function and composition as the national coordination structure,
involving people who are acting more locally. It ensures that the NEP is anchored
and implemented at the local level.

Diagram of a coordinating structure

Inter-ministerial
steering
committee
Chair:
Prime Minister

Cabinet

Social
partners

Executive
structure
Chair:
Minister of Labour

Implementing
ministries

Technical structure
Chair:
Director
Employment Dpt

Ministry in charge
of Employment

Regional / local
structure
Chair:
Regional
Employment
director

Regional
department of
implementing
ministries

Specialised
agencies

Regional
bureau of
specialised
agencies

Social
partners

Social
partners

33

CASE STUDY
Jordan: How the absence of the right
coordination structure prevented the
implementation of the National Agenda’s
strategic approach to employment
In 2005, Jordan adopted its National Agenda which had
its various pillars on employment and vocational training;
investment; education; higher education; and social safety
nets.
While these pillars allowed for a focused approach to each
topic, the cross cutting issue of employment was tackled
under ‘employment and vocational training’ but did not
receive adequate attention under other pillars, especially
investment which represents the demand side of the labor
market. This could have been remedied had one of the main
recommendations of the National Agenda, ‘to establish the
Higher Council for Human Resource Development (HCHRD)
Chaired by the Prime Minister’, been implemented. But it
was not. Hence, the ability to coordinate across ministry
between the demand and supply functions and provide
continued guidance has been virtually absent.
For an issue as critical and cross cutting as employment, it
is hard to see how coordination and guidance would take
place without an umbrella structure which represents the
supply and demand sides of policy making as well as the
main stakeholders. The HCHRD would need to be supported
by a small Secretariat which could be drawn from the
National Center for Human Resource Development (NCHRD)
to link up with the important monitoring or analytical needs
on HCHRD.
Source: Hashemite Kingdom of Jordan, 2011
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What role can trade unions play in building a successful co-ordination
structure?
•• Make sure that the national employment policy clearly describes every aspect of
the coordination structure and how it will be set up, both nationally and regionally.
•• Make sure that your roles and responsibilities as a social partner in the coordination
structure are clearly spelled out.
•• Push for qualified and experienced labour representatives at all levels of the
coordinating structure. It is most efficient to engage the same actors who took part
in the formulation process. The more you participate, the more experience and
understanding you gain.
•• Proposing existing structures that can be used to avoid institutional proliferation.
If possible, link national employment policy coordination and implementation to
structures that are already influential in the country.
In a number of African countries, steering committees were put in place
to follow up on the Ouagadougou Summit. These committees could
then be entrusted with the steering of the national employment policy.
Another example of avoiding duplication is to use the ministry in charge of
employment, which usually has a planning and policy department, as the
executive or secretariat structure supporting implementation.

•• Once they are set up, try to ensure that the coordination structure continues to
function at all levels and to involve the social partners. Often, parts of the structure
become a forum for dialogue only, or are seen as being needed only when an issue
has to be dealt with (Harasty et al., 2012).
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CASE STUDY

The role of the All-China Federation of Trade Unions
in implementing national employment policy
The federation is one of the seven core members of the 21-member
Inter Ministerial Employment Policy Council. The council is in charge
of drafting policies, monitoring progress and reporting results. The
other six core members are the Ministry of Human Resources and
Social Security, the Ministry of Finance, the National Development
and Reform Committee, the People’s Bank of China, the National
Taxation Bureau and the National Administration of Industry and
Commerce.
The All-China Federation is a main leader in conducting inspections
and monitoring the national employment policy’s implementation.
These inspections are required by the State Council once or twice
a year. Several inspection and monitoring groups are organized to
include the 21 members of the Inter-Ministerial Council.
Together with the Ministry of Human Resources and Social Security,
the Ministry of Education and the All-China Federation of Women,
the All-China Federation of Trade Unions organizes the Annual Youth
Employment Promotion Campaign in May and the rural-urban
migrant workers campaign in January.
The Federation regularly conducts its own special inspections
and evaluations of the impact of the national employment policy
implementation, generally focusing on disadvantaged, unemployed
workers. The results are submitted directly to the State Council.
The Federation has its own Employment Services Centres and
Assistance Centres for Disadvantaged Workers. These support
national employment policy implementation by providing, for
example, employment services, vocational training and micro credit
services.
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Unions should continuously collaborate with the ministry in charge of
employment
This ministry plays a key role in coordinating the social partners’ contribution. It is the
interface between social partners and influential ministries such as finance and economy
that are traditionally not used to interacting with labour.
During the poverty reduction strategy process in Senegal, the ministry in
charge of employment was absent from the process although it had been
invited. Without their traditional champion to support, argue, and technically
and politically validate their inputs with the public administration, the social
partners’ room to maneuver was strongly limited. Face to face with the
Ministry of Economy and Finance, it was difficult, because this ministry was not
used to dealing with social partners (d’Achon, 2011).
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Unions can develop tools for the inclusion of vulnerable groups in the
process
Informal workers
Workers in the informal economy are usually excluded from labour law protection. In
some countries, trade unions support these workers either within their own established
organizations or by helping them to set up their own. Here are some examples:
Establishing new trade unions: In Peru, a 1992 decree introduced the possibility for
independent workers to form organizations. In September 2006, the Latin American
Confederation of Workers (Central Latinoamericana de Trabajadores) created a new
federation of informal workers in Peru, which groups eight national unions of informal
workers.
Changing the status of existing trade unions to incorporate informal
workers’ associations into the decision-making structures: In Spain, an
association of self-employed people across a number of sectors has been set
up, with full voting rights in the trade union confederation.
Establishing networks, partnerships or joint policy forums with informal
workers’ networks: The Bangladesh Home-Based Workers Association was
established in 1995 and is now present in 64 districts with 18,000 home-based
workers. It is affiliated to the International Textile, Garment and Leather Workers’
Federation and HomeNet.

Youth
Youth are another example of a vulnerable labour group. Social partners can promote
youth employment by, for instance, developing and managing apprenticeship and
vocational education and training systems, and by setting up training funds. Several
Asian and African countries have tripartite involvement in their national human
resources advisory councils. Tripartite involvement is strong in designing national skills
certification systems in the Caribbean Community member states, in Chile, Malaysia,
Mauritius, Singapore, South Africa, Sri Lanka, Tunisia, Turkey and many European
countries.
In some European and Latin American countries, youth representatives are involved in
the governance of national training systems (ILO, 2013b).
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CASE STUDY
Working together to boost youth employment in
Serbia
In Serbia, young people were particularly hard hit by the
global economic crisis. Over a third are unemployed, and for
those who have found work, one out of three are in temporary
or informal, unprotected jobs. Often what they learned in
school does not match what employers are looking for, making
it hard for them to find a job.
To address these issues, the governments of Serbia, trade
unions and employers, working together, have designed
new policy interventions to give young people, especially
those with low levels of education, a chance to find a decent
job and keep it. With the support provided through a pilot
project funded by Italy, Serbian trade unions prepared a
training tool targeting young people most at risk for long term
unemployment.
Italy’s funding also supports an initiative by Serbia’s National
Employment Service, connecting young people with limited
opportunities for education directly with employers, who train
them on the job.
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Unions can directly implement activities in the policy’s action plan
Unions can be involved in implementation, for example, by:
•• Supplying job training for workers
•• Ensuring that specific problems of women workers and other particular groups are
addressed
•• Providing education and outreach on other workplace issues such as HIV/AIDS
•• Providing outplacement counselling and re-training in the event of mass lay-offs or
displacements of their members.
Comisiones Obreras, the main trade union in Spain, offers information,
guidance, job searches and help with self-employment. It provides information
and guidance to workers taking part in its own training courses, including
identification of labour market opportunities, personal assessment, training
opportunities, and job-seeking techniques (ILO, 2006).
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CASE STUDY

Kyrgyzstan: The role of trade unions in the national
poverty reduction programme
The Complex Principles of Development of the Kyrgyz
Republic, the country’s national development framework,
proclaimed the political and social wellbeing of the people
of Kyrgyzstan as the common national goal for the period
up to 2010. The first stage of implementing the national
development framework was the National Strategy of
Poverty Reduction. This strategy contained a complete
package of activities, programmes, projects and research for
the period up to 2005.
A presidential decree created the National Council and
the Secretariat for the national development framework.
Coordinating committees and 23 expert working groups
were formed. Trade unions were part of these coordinating
and working bodies. Large-scale preparatory work lasted for
two years.
The Secretariat worked out a set of activities with
implementation deadlines, funds allocated and expected
results. Trade unions are among the actors. For instance,
trade unions are responsible for the development of social
partnership, the improvement of the legal basis, and staff
training and retraining.
The Federation of Trade Unions of Kyrgyzstan contributed
to the National Strategy of Poverty Reduction in the section
on Building a Fair Society. The Federation helped to draw
up proposals for the means test and the methodology for
evaluating social standards.
It also helped to improve the mechanism for social support
to offset increased energy costs, and it worked on a proposal
for social passports for the needy, a scheme that would
provide a more complete picture of poverty in different
regions. Trade unions were also able to get their positions on
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the raising of real incomes, wages and their levelling, and job
creation incorporated into the strategy’s priorities.
Preparation of the strategy took place in a context of open
and equal dialogue among partners. Conferences on its theory
and practice were held, as were representative international
seminars, round tables and consultations. These events
included trade union participation, and others were held by
the trade union organizations themselves.
The Federation of Trade Unions of Kyrgyzstan organized
local training seminars for trade union activists, in which
union positions were adopted and proposals were prepared.
Regional trade union structures gave a good account of
themselves when implementing the projects related to water
supply, the rehabilitation of social and cultural facilities, and
social mobilization. Trade union activists helped regional and
district social workers to prepare social passports and poverty
cards.

Source: Semyonova, 2004, pp. p. 29-35

Unions can create parallel processes to support implementation
Trade unions can set up their own parallel consultative processes to advocate for their
case more effectively or to ensure wider representation of interests. To be more efficient,
however, policy advocacy needs to linked back into national forums.
When governments lack the political will to implement national employment policies,
trade unions can play a role in keeping the policy alive. This is the case in Zanzibar, for
example, where the national policy was languishing.
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CASE STUDY
Zanzibar’s unions create a parallel strategy for
decent work
Creation of productive and sustainable employment
opportunities is at the core of achieving the goals of the long
term vision of Zanzibar. The Zanzibar Employment Policy of
2009 has the objective of stimulating national productivity
to attain full and freely chosen productive employment in
order to reduce unemployment, underemployment rates, and
enhance labour productivity. The Zanzibar Strategy for Growth
and Reduction of Poverty for 2010-2015 identifies employment
creation under its first pillar on “Growth and Reduction of
Income Poverty”.
The Zanzibar Trade Union Congress is an umbrella body
representing workers formed in 2002 from a merger of
nine unions in the region. At a workshop organized by the
trade union congress and supported by the Danish Trade
Union Council for International Development Cooperation in
December 2011, participants lamented the lack of political will
to implement the national employment policy.
In response, the trade union congress has prepared a trade union
strategy on decent work and employment. It aims to give credence
to job creation as a priority for poverty alleviation and social and
economic development. The congress believes that the best
approach to achieve decent work and promote employment in
Zanzibar is through social dialogue.
There are several ways in which trade unions can contribute to
decent work and decent employment in Zanzibar:
•• Ensure freedom of association is respected and enhanced
in Zanzibar. Freedom of association is a critical pillar for good
governance and accountability and ensures the participation of
working people through their trade unions.
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•• Enhance the capacity and strength of trade unions, through
membership recruitment drives, effective representation and
service provision to union members and workers.
•• Engage in a systematic advocacy and lobbying campaign
on decent work and decent employment in Zanzibar. More
emphasis should be given to the role of women and youth in
job creation, especially in the rural areas through local economic
development, social economy and public enterprise initiatives.
•• Ensure that collective bargaining is the most direct
contribution of trade unions to job creation and poverty
reduction.
•• Promote the observance of trade union rights at the centre of
economic prosperity.
•• Support mechanisms for productivity improvement as a
factor in job creation and improvement in the standard of living.
•• Consider becoming major economic actors themselves through
the establishment of labour-based enterprises.

Source: ZATUC/LO-FTF, 2011
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3.7. S tage 7: Monitoring and evaluation – How do we know it is
working?
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Monitoring provides reliable data and useful feedback about the implementation of
the policy. It is a continuous process that directly helps the stakeholders responsible for
policy implementation in their work. Evaluation is an analysis of the monitoring data to
determine if the policy is succeeding or failing, and why. It takes place at intervals over
the life of the policy, often every five years.
Taken together, monitoring and evaluation are the mechanism for assessing whether
the goals and targets of the policy are being achieved, the impacts it has had, and
the nature of the challenges and constraints. They are tools for refining the policy and
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developing future policies. They support the policy dialogue between the government
and the social partners. They help the government to communicate about its policy
choices and advocate for resources when the budget is being discussed.
Monitoring and evaluation tells you if you are implementing the policy right and if you
are implementing the right policy. All national employment policies should contain a
description of the monitoring and evaluation framework.

Types of evaluation
There are two types of evaluation that come out of the monitoring exercise. Process
evaluation uses the information collected to explain why targets are being reached or
not. Impact evaluation looks at outcomes. The well-being of individuals, households
or communities and the effects of the programme are measured and compared to
what would have happened without it. It is sometimes hard to measure these impacts
because of other factors that might be affecting people’s well-being.

What is going on with the policy?

Monitoring

Has the policy been implemented as expected?

Process evaluation

What is the impact of the policy?

Impact evaluation

When policies fail to have the intended effect, it is usually due to one or two types
of failure. A theory failure occurs when the policy was implemented as intended, but
failed to have the desired effect. For example, a country adopts measures to enhance
education of young people to curb youth unemployment, yet youth unemployment
remains high. The policy measures were implemented but no changes have occurred.
The theory that youth unemployment is due to the low level of education may be
wrong. Or, the policy may have had an implementation failure. For example, the
education and training system that the policy put in place may not have responded to
labour market needs, or may not have been accessible enough for youth.
The evaluation of the national employment policy should also look at:
Relevance: Was the problem correctly identified? Were any important aspects
overlooked? Was the logic of the intervention correct? Why or why not?
Effectiveness: Have the planned results been achieved? Why or why not?
Efficiency: Have resources been used in the best possible way? Why or why not?
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Intended and unintended impact: To what extent has the policy contributed
towards its longer term goals? Why or why not? Have there been any
unanticipated positive or negative consequences of the project?
Sustainability: Will there be continued positive impacts as a result of policy once it
has finished? Why or why not?

What are the elements of a good monitoring and evaluation
framework?
The NEP should clearly describe the framework that will be put in place for monitoring
and evaluation. The monitoring and evaluation frameworks that are built into national
employment policies vary from country to country, but they should include clearly
assigned roles and responsibilities, reasonable time frames, realistic budgets, and an
assessment of any barriers there might be to collecting data.
A monitoring and evaluation framework is sustainable if it is relevant, effective and
efficient. Trade Unions should be vigilant and ensure this is the case.
The framework is relevant if it clearly defines who will be producing and using the
information and what their needs are. There should be close links between the national
statistics agency and the ministry in charge of employment.
The framework is effective if it produces information on time that can be effectively
used in the decision-making process. It should establish the structure and timing of the
information flows among the various stakeholders.
A monitoring and evaluation framework is efficient if it produces results at an acceptable
cost.
Good monitoring and evaluation frameworks also tend to use “SMART” indicators to
monitor targets. That means choosing indicators that are:

Specific
Measurable
Achievable
Relevant
Time-bound.
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What roles can trade unions play in monitoring the national
employment policy?
Trade unions can play various roles, as both producers and users of labour monitoring
information, and as watchdogs (ILO, 2012).
•• Trade unions can contribute to debates on the priorities and results of monitoring
and evaluation exercises. They can also work to ensure that there are linkages
between the employment monitoring framework and the overall national
monitoring system – for example, the national bureau of statistics.
•• Trade unions can take part in the design of the monitoring and evaluation system
by helping to choose realistic employment indicators.
•• Trade unions can actually carry out monitoring functions and provide analysis
and policy advice. Trade unions have a comparative advantage in certain types of
monitoring.
•• Where trade unions have research capacity, their independence is a useful
contribution to policy analysis. Some systems also draw on independent research
institutes, universities, non-governmental organizations and other social partners.
•• Trade unions can do action-oriented monitoring. For example, they may wish to
track the implementation of employment programmes at the local or enterprise
level. Trade unions can monitor closer to the workers and directly intervene
if programmes are not achieving their intended results. In difficult political
environments, direct intervention may be less confrontational than producing
reports critical of a government.
•• Trade unions can disseminate information. In countries with low literacy levels,
most workers can not access complex evaluation reports to find out whether a
policy is working or not. Some trade unions have expertise in turning information
into products suitable for a range of domestic audiences, for example through
media and public education campaigns.
•• Trade unions can report on and publicize concerns when there is a lack of
consistency between implementation and the national employment policy. They
can bring these concerns to the government when regular reports are prepared or
when the action plan is revised.
Most national employment policy monitoring and evaluation frameworks include
representatives of trade unions on their committees or working groups. However, in
some political environments, trade unions may prefer to remain outside the system for
fear of co-optation and control by the government.
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CASE STUDY
Trade unions monitor the labour market in Russia
The global financial and economic crisis aggravated unresolved
problems in the Russian labour market. The Federation of
Independent Trade Unions of Russia decided to start monitoring the
situation in the labour market. The monitoring system was organized
in different economic sectors and in different regions of the Russian
Federation. As of October 2008, it was undertaken weekly.
Information was provided by the primary trade union organizations,
the central committees of sectoral unions and regional associations
of trade unions. They gathered weekly statistics on the enterprises
where problems in the social and labour spheres existed, which were
then analysed weekly by the federation. This monitoring considerably
supplemented the monitoring of the Ministry of Health and Social
Development of the Russian Federation, because not all unemployed
were taken into account by the government and local authorities.

Trade union monitoring paid particular attention to:
•• dismissals
•• wage reductions and wage delays
•• delay of bonuses and other payments provided for in collective
agreements
•• employers’ refusals to conclude or prolong collective
agreements
•• the implementation of reduced working hours regimes
•• work shutdowns
•• the implementation of compelled holidays on the
administration’s initiative
•• credit rates applied by the enterprises
•• the facts of credit refusals
•• other problems frequently accompanied by violation of the
labour legislation by the employer.
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The results were presented for discussion in the Russian
Trilateral Commission for the Regulation of Social and Labour
Relations and in the Government Commission on sustainable
development of the Russian economy.
Outcomes achieved
The trade unions insisted on the expansion of the
government’s role in promoting employment. Measures to
contain tensions in the labour market were developed in all
regions of the Russian Federation and were implemented
in 2009-2011. Financing of the activities came out of the
federal budget, which made it possible to reduce the level of
registered unemployment by 1.4 times from early 2009 to the
third quarter of 2011.
In the Russian Federation overall, more than 5 million people
were involved in various programs from the beginning of 2009
to September 2011. Activities included:
•• vocational training of workers threatened with layoffs
•• the organization of temporary and public works
•• internships (on-the-job training) of graduates of vocational
training institutions
•• targeted support to citizens, including their resettlement to
another location to fill jobs
•• measures to promote small entrepreneurship and selfemployment of unemployed residents.

The trade unions’ monitoring system aided the establishment
of a working group on modernization of the mono-industrial
towns in the framework of the Government Commission
for Economic Development and Integration. The working
group includes representatives of the government, the
administration of the President of the Russian Federation, the
state corporations and banks with state participation, institutes
of development, and the Federation of Independent Trade
Unions of Russia. Government support to the modernization of
the mono-industrial towns helped to create new workplaces,
thereby considerably reducing the rate of unemployment. In
2010-2011, from the list of 335 mono-industrial towns, 50 were
selected to be supported by funds from the federal budget (35
in 2010 and 15 in 2011).
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The data collected by the trade unions’ monitoring (for instance,
data on the salary debts in the particular enterprises) helped
to solve a lot of problems for enterprises with the help of the
government. The trade unions’ monitoring information often
reflected more specific data concerning particular enterprises
than the data provided by the official statistics.
The trade unions’ monitoring system also enabled accurate
short-term forecasting. This made it possible to quickly reveal
problems in particular regions, sectors of economy and
enterprises and to implement necessary measures.
It is necessary to point out that this monitoring was the only one
in the country, which was not based on the information received
from the employers.
Source: Esaulova, 2011
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Three examples of frameworks for coordinating, implementing, monitoring and
evaluating national employment policies

Country: Uganda
Coordination and piloting

Implementation

A high level National
Employment Council with a
membership at the Permanent
Secretary or Chief Executive
Officer level and drawn from
different ministries, departments
and agencies and social
partners.

The policy states that
Government shall take the
overall responsibility for the
implementation of the policy
with the participation of other
actors including the private
sector, employers’ and workers’
organizations, development
partners, non-governmental
organizations, community-based
organizations and individuals.

Terms of reference:
This Council shall guide and
monitor efforts towards the
implementation of the policy.
It will identify priority areas
for action; suggest ways for
integrating the employment
objective into all sectors of the
economy; help raise awareness
of different dimensions of the
employment problem; suggest
guidelines; and set employment
targets.

52

The Federation of Uganda
Employers and Labour Unions as
social partners shall co-operate
with the ministry responsible
for labour and other relevant
bodies in monitoring the
achievement of the objectives of
this policy and in dissemination.
Both employers’ associations
and labour unions shall be
encouraged to include a large
number of members from smallscale unregistered enterprises,
including employers with one or
two workers and casual/seasonal
union members.

Monitoring, evaluation and
financing
Monitoring and evaluation of the
implementation and impact of
policy measures at all levels shall
be carried out on a regular basis
using appropriate indicators.
This will involve full participation
of the government ministries,
departments and agencies,
private sector, workers’ and
employers’ organisations and civil
society.
No additional funding is foreseen.
The financing of the national
employment policy is spread over
the line ministries, departments
and agencies as well as local
governments, social partners and
civil society organisations.
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Country: Jordan
Coordination and piloting

Implementation

The High Council for Human
Resource Development will
be headed by the Prime
Minister and composed
of members from the
main ministries concerned
with human resources
and employment issues
(education, higher education,
labour, economy and trade),
representatives of the private
sector and labour unions,
and specialized technical
institutions.

The Implementation Team will
be composed of all ministries
and public agencies in
charge of implementing the
various actions. The Council
of Ministers has assigned the
Minister of Labour to lead the
Implementation Team and report
to the Council of Ministers and
the High Council for Human
Resource Development (once
established) on progress made.

Once established and
fully operational, the high
council will review quarterly
reports and take necessary
coordination action across
ministries and public
agencies. The high council
will also review a yearly
progress report prepared by
the Implementation Team
and present it to the Council
of Ministers for approval if
it involves changes to the
Action Plan.
It is also proposed that the
National Centre for Human
Research Development
become the Secretariat of
the high council to ensure
evidence-based policy
making, providing timely
information and analysis to
decision makers.
The National Employment
Strategy is envisioned to be
completely updated every
three years.

Monitoring, evaluation and
financing
Monitoring and evaluation at an
institutional level takes place within
two governmental units:
•• The Government Performance
Administration Unit at the Ministry
of Public Sector Development
•• The Delivery Unit in the Prime
Minister’s Office.

The Government Performance
Administration has helped align
the national employment strategy’s
performance indicators with those of
The Implementation Team is
envisioned to meet on a monthly the National Agenda and has provided
the Implementation Team with an
basis with sub-teams or subautomated system to update progress
project groupings on themes
on each action within. It has also
such as demand, supply, and
provided extensive training to the team
institutional.
on monitoring and evaluation systems.
The Implementation Team would
The Delivery Unit has uploaded the
prepare a quarterly report on
Implementation Plan on its publically
progress made against the
timetable and indicators outlined accessible website and will produce a
monthly report to the Prime Minister
in the Implementation Plan.
tracking progress on implementation.
The quarterly report would
also outline any challenges or
Aside from this, there is currently no
delays and propose ways to
independent evaluation program in
overcome them. Modifications
place for the national employment
of the project briefs and
strategy. Such capacity needs to be
Implementation Plan would
developed in a sustainable way in a
have to be presented to the
public agency which has considerable
Implementation Team and
independence from the implementing
approved by the Minister of
ministries and agencies.
Labour. Any changes in the
The National Centre for Human
Action Plan would have to be
Research Development is the ideal
submitted to the Council of
existing agency to carry out this
Ministers for approval.
function, as evaluation of human
A small but highly professional
resources and employment policies
Implementation Unit at the
is within its mandate. It is also
Ministry of Labour would
independent from any of the executing
be needed to support the
ministries. The centre would need to
Implementation Team.
build evaluation capacity to carry out
this role.
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Country: China
Coordination and piloting
An inter-ministerial and tripartite
Meeting was set up in 2003
to steer and coordinate the
employment policy. It includes
21 members, including key
ministries, the Bureau of Statistics,
trade unions, youth association,
women’s federation, disabled
persons’ federation, industry and
commerce association, and the
governor of each province.
The Presidency was first handled
by the ministry of labour. As there
was a lack of engagement of
other ministries, the chairmanship
was then given to the Vice-Prime
Minister. This high level authority
is key in getting all actors’ buy-in
and commitment.
The Assembly meets twice a year:
once at the beginning to identify
the annual action plan and once
at the end of the year to review
and evaluate the progress and
implementation.
The set-up of coordination
systems at local level is provided
by the employment policy law of
2008. Local levels have the same
function as the national Meeting
but at local levels. They include
Vice-Governors, employment
directors, social partners and
representatives of key ministries.

Implementation
The public employment service
is the key implementing
mechanism. All government
levels have to identify
employment targets and are
responsible for achieving the
agreed employment objectives.

Monitoring, evaluation and
financing
The evaluation and monitoring
system has five components:
1. Examination from top to
bottom. This is conducted by the
Inter-Ministerial Meeting in the
name of the State Council, or by
a local inter-department team in
the name of local government
to examine implementation
progress and performance.
2. ‘Social supervision’ from
bottom to top. Governments at
all levels establish a tip-off phone,
website, mail box, and so on
to receive opinions concerning
employment issues from all
corners of society.
4. Individual supervision is
conducted by trade unions, the
China federation of industry and
commerce, and so on.
5. A pilot programme was
launched in 2011 by the
ministries of finance and labour.
Sixteen indicators are identified
to evaluate the national
employment policy results, as
well as government performance
in management and use of the
employment fund.
Allocations of resources are
linked with the monitoring and
evaluation system to ensure
that public spending is used
to achieving the nationally and
locally agreed employment
targets.

Sources: Republic of Uganda, 2011; Wang, 2013; Hashemite Kingdom of Jordan, 2011
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Gathering and analysing
labour market data
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Quick overview
Analysing labour market data is important for three reasons:

1.

To identify and understand issues in the labour market so that you know
what you are talking about when you enter into dialogue with others around
employment policy.

2.

To inform decisions about national employment policy with objective,
empirical foundations.

3.

To evaluate the costs and benefits of policies, measures and programmes.

Labour market data helps to shed light on policy concerns. We can use it as a baseline
or starting point when we make policy or set employment targets and we can use it to
evaluate the effects of our policies over time.
This part of the guide introduces you to the basics of collecting and analysing labour
market data. It explains where to find good data and when trade unions might want
to collect it themselves. It explains labour force concepts and the indicators we use to
measure them.
When it comes to employment, the International Labour Organization’s primary
objective is to achieve “full and productive employment and Decent Work for all,
including for women and young people”. We look at the indicators the ILO has chosen
to measure progress toward that target.
All through this section, we give you examples of how countries are using indicators and
data analysis. We look briefly at how to analyse data from single and multiple indicators
to build a case for a policy position.
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4.1. The basics
Why is data analysis important for trade unions?
Analysing labour market data is important for three reasons:

1.

To identify and understand issues in the labour market so that you know
what you are talking about when you enter into dialogue with others around
employment policy.

1.

To inform decisions about national employment policy with objective,
empirical foundations.

2.

To evaluate the costs and benefits of policies, measures and programmes.

Where do we get good data?
Every country has statistical agencies that produce data through labour force surveys
and a national census. The data is often limited or very general, often due to resource
limitations. Trade unions can and should play a lead role in encouraging the collection of
good data.
Trade unions should also collect data on their own membership and the conditions in
their workplaces. Some data is in collective bargaining agreements. You can also survey
your membership, preferably with the help of experienced researchers.

What do we want to find out by collecting data?
We want to get a good description of the labour market situation at one point in time
and over time. We want to know whether people who want to work can find jobs, and
what kind of jobs there are out there, both in quantity and quality. Do we have people
who are underemployed in activities that keep them in poverty? If there are unemployed
or underemployed people, who are they? Are they young or old, men or women?
Where do they live? What educational background do they have?
The statistics that we collect by asking these kinds of questions are called indicators.
Here are some examples of things we want to know and the indicators that can provide
this information:

1

What is the magnitude of the employment challenge? How many people
work? How many people want to work?
•• Number and percentage of people who want to be active participants in
the labour market (indicator: labour force participation rate)
•• Number and percentage of people who are available and actively seek
work, but cannot find work (indicator: unemployment rate)
What institutional capacity is needed to address the employment challenge?
Employment services, training institutions, budget, etc.
•• Number and percentage of people who want to be active participants in
the labour market (Indicator: labour force participation rate)
What are the needs in terms of social insurance/assistance for the
unemployed?
Which measures are needed to facilitate entry into employment?
•• Number and percentage of people who are available and actively seek
work, but cannot find work (indicator: unemployment rate)
To which extent is the employment challenge quantitatively being met?
To what extent can the employed population potentially support the rest of
the population?
Number and percentage of people who have worked or held a job for at least
1 hour in the past week (indicator: employment rate)
What measures to improve productivity/quality of employment?
What measures to facilitate relocation/training?
Number and percentage of people who work but wish/need to work more or
do different kind of work (indicator: under-employment rate)

2
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How do we use the data?
This kind of data helps to shed light on policy concerns. We can use it as a baseline or
starting point when we make policy or set employment targets and we can use it to
evaluate the effects of our policies over time.

The basic building blocks of the labour force
Working age population (15+ or 15-64)
Labour force (economically active
population)
Employed

Inactive population

Unemployed

Example from Tanzania
Population 15+ years
21,003,960 (21,003,960)
Female
Male
11,002,233
10,001,727
(10,001,727)

Economically active population
18,821,525 (18,821,525)
Female
Male
9,767,354
9,054,172
(9,054,172)
(9,767,354)
Employed
17,944,556 (16,627,133)
Female
Male
9,164,713
8,779,845
(8,086,325)
(8,540,809)

(11,002,233)

Not Economically active population
2,182,434 (2,182,434)
Female
Male
1,234,879
947,555
(947,555)

(1,234,879)

Unemployed
876,968 (2,194,392)
Female
Male
602,641
274,327
(967,847)
(1,226,545)

Note: This distribution of population 15+ years uses both standard ILO and national definitions.
(The national figures are in parentheses.)
Source : National Bureau of Statistics (Tanzania), 2006

3

4.2. U
 nderstanding labour force concepts and the
indicators we use to measure them
The concept of employment
Three criteria define employment
(including self-employment):
1. Age: To be in the age range chosen to define the active population,
usually 15 and older.
2. Duration of the activity: All persons who have worked at least
one hour during a specified brief period (in general, one week)
including all those who have a job, but are on leave for various
reasons.
3. Nature of the activity: Must be an activity of production of goods
and services according to the national accounting system.
(International Conference of Labour Statisticians, 1982).

The concept of employment can be broken down into sub-groups to capture the range
of employment situations in the world of work. There are two main ways to break it
down:
•• by sector and type of economic activity
•• by type of work or conditions of employment.
Sector and economic activity
When breaking down employment data on this basis, we use one of these classification
methods:
•• The International Standard Industrial Classification of All Economic Activities, Rev.4
•• The employer’s status (public or private)
•• The productive organisation mode (formal or informal)

4
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International Standard Industrial Classification of All
Economic Activities (ISIC), Rev.4 First level
A.
B.
C.
D.
E.
F.
G.
H.
I.
J.
K.
L.
M.
N.
O.
P.
Q.
R.
S.
T.

Agriculture, forestry and fishing
Mining and quarrying
Manufacturing
Electricity, gas, steam and air conditioning supply
Water supply; sewerage, waste management and remediation activities
Construction
Wholesale and retail trade; repair of motor vehicles and motorcycles
Transportation and storage
Accommodation and food service activities
Information and communication
Financial and insurance activities
Real estate activities
Professional, scientific and technical activities
Administrative and support service activities
Public administration and defence; compulsory social security
Education
Human health and social work activities
Arts, entertainment and recreation
Other service activities
Activities of households as employers; undifferentiated goods- and servicesproducing activities of households for own use
U. Activities of extraterritorial organizations and bodies

Type of work or status in employment
When breaking down employment data on this basis, we use one of these classification
methods:
•• The International Standard Classification of Occupations (ISCO): This organizes jobs
based on the tasks and duties undertaken in the job.
•• The International Classification of Status in Employment (ICSE): This classification
is based on the type of contract a person has with other persons or organizations
when performing a job.

5

International Standard Classification of Occupations
(ISCO-08)
Major Groups
1.

Managers

2.

Professionals

3.

Technicians and associate professionals

4.

Clerical support workers

5.

Service and sales workers

6.

Skilled agricultural, forestry and fishery workers

7.

Craft and related trades workers

8.

Plant and machine operators and assemblers

9.

Elementary occupations

10. Armed forces occupations

The International Classification of Status in Employment
(ICSE-93)

6

1.

Employees; among whom countries may need and be able to distinguish
“employees with stable contracts” (including “regular employees”)

2.

Employers

3.

Own-account workers

4.

Members of producers’ cooperatives

5.

Contributing family workers

6.

Workers not classifiable by status
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The concept of unemployment
The three criteria used to define unemployment
1. Without work: A person of working age who has not worked for more
than an hour during the period for which statistics are gathered.
2. Currently available for work: The person is available for employment
during the data-gathering period.
3. Seeking work: The person is actively seeking paid employment or
seeking income from self-employment.

In some cases, countries apply a more relaxed definition of unemployment, using only the
first two criteria. Using this relaxed definition leads to very different figures and may be
more appropriate in certain country settings. Any analysis of unemployment should clearly
state the statistical definition used for gathering the data and calculating the indicator.

The concepts of underemployment and inadequate employment
situations
Time-related underemployment
Time-related underemployment means gathering data about people who are willing
to work more hours than they are currently working. The hours they work during the
data-gathering period are compared to a selected threshold, such as a 40-hour work
week.

The three criteria in the definition of time-related
underemployment
1. Willingness to work additional hours
2. Availability to work additional hours
3. Having worked less than a threshold relating to working time.

7

Inadequate employment situations
There are three types of inadequate employment situations:

8

1.

Skill-related inadequate employment: This includes people who want to
change their current work situation to use their current occupational skills
more fully, and are available to do so.

2.

Income-related inadequate employment: This includes people who want to
change their current work situation to increase their income by increasing their
productivity, by getting such things as better tools and equipment, training or
improved infrastructure.

3.

Inadequate employment related to excessive hours: This includes people
who want to work fewer hours with a corresponding reduction of income.
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4.3. Choosing indicators for your data collection
Once you have identified what you want to know, you need to choose the indicators
that will make it possible to measure it. Three traditional labour market indicators are:
•• The employment-to-population ratio
•• The unemployment rate
•• The labour force participation rate.
To get a good picture of what is going on in the labour market, you cannot look at these
indicators separately. They need to be analysed together.

The employment-to-population ratio
The employment-to-population ratio (shown as EPR in this diagram) is a basic yardstick
for understanding the overall demand for labour in an economy. It provides information
on the ability of an economy to generate employment.
It is defined as the percentage of employed persons in the working-age population:

Employed

Working
age
population

100

EPR (%)

Most indicators can be broken down by other indicators, such as sex or age, to arrive at
a higher level of precision in the analysis.
For a sub-group of the working-age population, such as women, it is the percentage
of this sub-group that is employed. The employment-to-population ratio for women
(EPRw), for example, would be calculated as:

Employed
women

Female
working
age
population

100

EPRw (%)
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Interpreting the data
When the employment-to-population rate rises over time, it usually means there is
increasing demand for workers within the economy.
This may not always be a positive thing. It may signal, for example, that there are limited
education options for young people so they are joining the workforce. Or, it could mean
there is little unemployment assistance or other social benefits in a country. A number
above 80 per cent often indicates an abundance of low quality jobs. If sharp increases
are not matched by a corresponding increase in the Gross Domestic Product, it could
point to decreasing levels of labour productivity (the Gross Domestic Product or GDP
is the main measure of a country’s economic output – the total value of all the goods
and services it produces).
A low percentage means that a large share of the working-age population is
unemployed or not attached to the labour force. Reasons for inactivity could include
being in school, being retired, doing unpaid housework, or being ill or unable work. This
kind of information is essential for interpreting the employment-to-population ratio.

Unemployment rate
The unemployment rate (UR in this diagram) reflects the ability of an economy to
generate employment for those persons who want to work but are not doing so, even
though they are available for employment and actively seeking work.

Unemployed

Labour force

100

UR (%)

For a given sub-group of the labour force, the unemployment rate is the percentage
of this group that is unemployed. For example, the unemployment rate for youth (URy)
would be calculated as:

Unemployed
youth
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Youth labour
force

100

URy (%)
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Interpreting the data
In most developed countries, the unemployment rate is an important indicator
of labour market performance, and a key measure of labour underutilization. In
developing countries, the significance and meaning of the unemployment rate
is much more limited. In the absence of unemployment insurance or other social
safety nets, most people of working age must engage in some form of economic
activity, however inadequate. They often work in the informal economy and in selfemployment.
Unemployment trends should be analysed with changes in total output measured
by the Gross Domestic Product (GDP). Healthy economic growth is often associated
with a decrease in the unemployment rate. However at the start of economic
expansion, the unemployment rate may actually increase, as discouraged workers
and others previously not in the labour force start their job searches.
In most cases, a decline in the unemployment rate is accompanied by an increase
in the employment-to-population ratio. The unemployment rate should also be
analysed with indicators such as:
•• duration of unemployment
•• time-related underemployment
•• proportion of the unemployed who benefit from unemployment insurance
schemes or temporary work schemes (where they exist)
•• availability of job skills training and apprenticeships
•• number of people benefitting from such programmes.

11

Labour force participation rate
The labour force participation rate (LFPR in the diagram below) provides information
about the size of the supply of labour currently available for work compared to the
whole working-age population.

Labour force

Workingage
population

100

LFPR (%)

Interpreting the data
The relationship between the unemployment rate and the labour force participation
rate is usually stable over the short term. It may vary over the medium-to-long term
when there are changes to the demographic makeup of a population or the economy.
Changes to laws and policies can also affect the relationship. For example, an increase
in the legal school leaving age could reduce the labour force participation rate. Rising
education rates among women and acceptance of women in the workplace often leads
to a higher labour force participation rate.

12
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4.4. Measuring full and productive employment
The international community has established Millennium Development Goals, the first
of which is to “eradicate extreme poverty and hunger” (ILO, 2013c). It has set a target to
“achieve full and productive employment and Decent Work for all, including women
and young people”. To monitor progress toward this target, the ILO has selected four
indicators:

1.

Employment-to-population ratio (%)

2.

Working poverty rate (%)

3.

Labour productivity growth rate (%)

4.

Vulnerable employment rate (%)

We discussed the employment-to-population ratio in the previous section. Here, we
explain the other three indicators.

Working poverty rate
The working poverty rate (WPR in the diagram below) gives the proportion of the
employed population living in households that are classified as poor. “Poor” means
these households have consumption or income levels below a set national or
international poverty line.

Employed
people in poor
households

Total
employed

100

WPR (%)

Example from Tanzania
(1) Total employed living in poor households
(2) Total employed living in non-poor household
(3) Total employed = (1) + (2)
(4) Working poverty rate = (1) ÷ (3) × 100

2000/1

2007

4 985 637
10 348 535
15 334 172
32.5%

5 620 099
12 709 912
18 330 011
30.7%

Source: ILO, 2012a
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Interpreting the data
Poverty is a concept that is applied to households, and not to individuals, based on the
assumption that households pool their income. The question is whether a household’s
total income is sufficient to lift the entire household out of poverty. Whether a worker
is counted as working poor depends on his or her own income, the income of
other household members and the number of household members who need to be
supported, including children, elders, and other dependents.

Labour productivity level and labour productivity growth rate
Labour productivity represents the total volume of output (measured in terms of Gross
Domestic Product) achieved per unit of labour (measured in terms of employed persons).

Output (GDP
at constant
prices)

Total
employed

Level of
Labour
Productivity

Labour productivity growth is the annual change in output per employed person.

Example from Albania, showing labour productivity level in 1990 and 2011 and
growth over 20 years
Year
1990
2011

Labour productivity (1990 USD)
6 800
15 324

Source: ILO, 2013b

Labour productivity growth rate between 1990 and 2011: 3.9%
Interpreting the data
One limitation of computing labour productivity as GDP per employed person lies in the
fact that it associates changes in output with only one factor of production, labour. The
amount of capital used by labour, or changes in that capital, or changes in labour force
composition is not taken into account. Things like investment in technology and human
capital can affect labour productivity growth.
Analysing labour productivity growth together with employment indicators, such as the
employment-to-population ratio or the unemployment rate can tell us about how well
labour is being utilized. For instance, a combination of low labour productivity with low
unemployment and a rising GDP can point to high labour utilization.

14
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Vulnerable employment rate
This indicator gives information about the proportion of workers whose status in employment
may place them at a higher degree of economic risk than other employed persons.
The vulnerable employment rate (VER in the diagram) is defined as the percentage of
the total number of employed people who are own-account workers or contributing
family workers (CFWs). Own-account workers are self-employed with no employees.
Contributing family workers are engaged without pay in a family establishment.

Own-account
+ CFWs

Total
employed

100

VER (%)

Example from Indonesia
(1) Own-account worker
(2) Employer
(3) Employee
(4) Casual worker
(5) Contributing family worker
(6) Total employment
(7) Vulnerable employment rate = ((1)+(5))x100/(6)

2001

2009

17 451 704
23 117 951
26 579 000
6 072 161
17 586 601
90 807 417
38.6%

20 810 300
24 605 242
28 913 118
11 497 658
18 659 126
104 485 444
37.8%

Source: Data from SARKENAS, own-calculation

Interpreting the data
High levels of this indicator may point to inadequate employment conditions and a
lack of job creation in the formal sector. But to establish this, you should analyse this
together with other indicators, including:
•• informal employment
•• employment-related income of such workers relative to cost of living
•• inadequate employment because of excessive hours
•• social protection coverage available.
Progress in this indicator would show up as a declining trend over time, as well as
progress in these other indicators.

15

Indicators of precarious employment
In recent years, there has been a noticeable increase in the number of wage earners
who are employed on a casual basis, have fixed-term contracts or work through
temporary employment agencies. This trend away from permanent contracts is having
a definite impact on job and income security, earnings level, training opportunities, the
prospect for career advancement, and access to both collective bargaining and social
protection.
Referring back to the example from Indonesia, you will notice that the category that
has increased the most in Indonesia is that of casual worker. While these kinds of
employment relationships are not deemed “vulnerable” by the ILO’s definition, they
are nonetheless generally more insecure, or precarious, than regular, permanent
employment contracts. While the drive for labour force flexibility is growing in all regions
of the world, it is not as well documented by labour force surveys, because they often
do not reflect all kinds of job contracts (ILO, 2012b, Chapter 1).

16
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4.5. M
 easuring equal opportunity and treatment
in employment
Occupational segregation by sex
This indicator provides information about men’s and women’s occupations. By
“occupation” we mean a set of jobs whose main tasks and duties are highly similar.
The indicator sheds light on the extent to which women and men benefit from
different opportunities and treatment in work life.
There are three measures of occupational segregation by sex. All of them use the
International Standard Classification of Occupations sub-groups.

1.

Female share of employment

This measure shows where there are concentrations of women and men in each group
of occupations. A group in which the female share of employment is high (for example,
more than 80 per cent), may be considered as “female dominated”. If the female share is
low (for example, less than 20 per cent), it may be taken as “male dominated”.

2.

Occupational distribution

This measure shows the number of women and the number of men employed in each
occupational group, as a proportion of total female and male employment, respectively.
This data may reflect gender differences in access to employment opportunities in some
occupational groups.

3.

Duncan Index of Dissimilarity

This is the most popular indicator of the labour markets segmentation on the basis of sex
in various occupational group or by employer’s status. Higher numbers indicate more
occupational segregation. A zero value means there is no occupational segregation.
Example: Sex segregation by type of enterprises, Cameroon 2005 and 2010
Enterprise Type
Public administration
State or parastatal enterprises (enterprises
with functions related to government)
Large private companies
Small and medium enterprises
Micro-enterprises and self-employed
Agricultural unit
Cooperatives

Duncan Index of sex Duncan Index of sex
segregation 2005
segregation 2010
15.38
11.56
19.33

10.45

17.26
15.16
10.11
14.64
15.43

18.50
19.56
8.78
6.55
21.79

Source: Institut National de la Statistique, 2011
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Interpreting the data
The index does not identify which occupational groups create these differences. As a
single value, the index has the advantage that comparisons over time and between
countries are easy to present. A disadvantage of using this index is that changes over
time and differences between countries are not driven only by the sex composition of
occupations. They may also reflect differences or changes in the occupational structure
of the labour market.

Gender wage gap
The gender wage gap measures the differences in pay between men and women.
A positive gender wage gap indicates that men earn more than women in the
occupation concerned. A negative gender wage gap indicates that women earn mor
than men.
Earnings data are typically only available for employees, which means that it does not
reflect large numbers of own-account workers or employers, especially in the informal
sector. There, income differences between men and women may be larger.
The gender pay gap also does not capture income differences between the sexes that
result from uneven access to paid employment. For instance, when men are overrepresented among paid employees (with relatively high incomes) and women are
over-represented among the self-employed in the informal sector (with relatively low
incomes), the overall gap in incomes is likely to be greater than what can be captured
by the gender wage gap.
The following series of figures demonstrates that male-female pay differentials are firmly
present. The occupations showing the lowest differentials were professional nurse and
office clerk – all occupations that are likely to be dominated by women. The gender
wage differential for salespersons reached over 40 per cent in Bolivia, with the majority
of countries in the range of 10-30 per cent. Even hotel receptionists and professional
nurses – traditional female occupations – had large gaps, although there were also more
incidences where wages in these occupations were higher for women than men.

18
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Figure 1: Gender wage differentials of selected occupations (ISCO skill level 2,
secondary education)

Office clerk

Salesperson
Bolivia (1997)
Cyprus (2006)
Lithuania (2006)
Korea Republic of (2006)
Russian Federation (2007)
Romania (2005)
Malawi (2002)
Hong Kong, China (2007)
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Bahrain (2006)
Portugal (2006)
United Kingdom (2007)
Cuba (2007)
Brunei Darussalam (2002)
Moldova, Republic of (2007)

Korea, Republic of (2006)
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Moldova, Republic of (2007)
Portugal (2006)
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United Kingdom (2007)
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Nigeria (1997)
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Hong Kong, China (2007)
Luxembourg (2006)
Malawi (2002)
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Source:ILO, 2010.
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Share of women in wage employment in the non-agricultural sector
This indicator shows the percentage of women in paid employment in sectors other
than agriculture. The indicator may vary from 0 per cent (only men) to 100 per cent (only
women). Equal numbers of women and men in the sectors would give an indicator value
of 50 per cent.
In some countries, non-agricultural wage employment represents only a small portion of
total employment. Therefore, this indicator should be considered together with additional
information on the situation of women in the labour market. For instance, it is important
to look at the share of women in total employment − by status in employment, level of
education, level of remuneration, wage differentials, and women’s and men’s access to
social protection.

20
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4.6. Other indicators of decent work
Youth not in education and not in employment
This indicator measures all youth who are outside the educational system and not in
employment. It is a broader measure of potential youth labour market entrants than just
measuring youth unemployment.
A high rate for this indicator, when compared with the youth unemployment rate, could
mean that a large number of youths are discouraged workers, or do not have access to
education or training. It is important, for potential policy interventions, to find out why
youth are disengaged, using tools such as youth surveys.
A high rate among females as compared to males is often an indication that female
youths are engaged in housework and child care. When such activities prevent female
youth from going to school, they place young women at risk of not gaining the skills
they need to succeed in the labour market.
It may also be useful to analyse information on the number of youth benefitting from
training and apprenticeship programmes, and to get a separate figure for the number
of unemployed youth who benefit. If no such programmes exist, it could be useful to
identify the skills gaps for jobs that exist or are likely to be in demand. This would give
you information for policy action.

Informal employment rate
The informal employment rate is an important indicator of the quality of employment in
an economy. It is defined as the percentage of all employed people who are in informal
employment.
Informal employment is measured according to guidelines from the 17th International
Conference of Labour Statisticians. It includes the following sub-categories of workers:
•• paid employees in informal jobs ( jobs without either a social security entitlement,
paid annual leave, or paid sick leave), whether in the formal or informal sector
•• paid employees in an unregistered and/or small and unincorporated private
enterprise.
•• own-account workers in an unregistered and/or small and unincorporated private
enterprise.
•• employers in an unregistered enterprise and/or small and unincorporated private
with fewer than five employees.
•• contributing family workers.

21

Low pay rate
The low pay rate is defined as the proportion of paid employees whose hourly wages at
all jobs equal less than two thirds of the median hourly wages of all employees.
2. Low-pay threshold
= 2/3 x $180 = $120

1. Median
or D5: $180

Lower
paid worker

1

2

Highest
paid worker

20 21 22 23 24 25 26 27
$119

50 51

91 92 93 94 95 96 97 98 99 100

$120

The cut-off point of two-thirds of the median hourly earnings may be unrealistic for
developing countries. In many developing countries, this value would be below the
subsistence minimum. If so, it may be better to use the minimum living wage (the
poverty line) as the cut-off point instead.
The low pay rate is relative to all of the hourly earnings in a country. When those at the
bottom end increase their hourly earnings relative to other workers, the rate is likely
to decrease. But if all workers increase (or decrease) their hourly earnings at about the
same rate, the low pay rate would remain the same.
As a “relative” measure, this indicator complements the “absolute” measure provided
by the working poverty rate. You need to analyse both to get a better picture of the
relationship between income and living standards. A decrease in the low pay rate likely
signals an improvement in living conditions for workers at the bottom end of the wage
distribution. That would also mean a decline in the working poor rate.

Excessive hours
This indicator looks at employment where hours worked exceeds 48 a week. It is an
indicator of exposure to overwork – the point at which there can be negative effects on
workers’ health, safety on the job, and work-life balance.
Progress toward decent work means acceptably low levels of employment in excessive
working time according to national circumstances.
It is worth analysing excessive working time for differences between women and men. In
many countries, a higher percentage of men in paid employment work excessive hours
as compared to women.

22
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4.7. Using good data to build a case
Example for a single indicator
This example shows how to interpret a trend in the vulnerable employment rate:
Level

Trend

Signal

High

Increase

Worsening situation in labour market

High

Decrease

Some progress, more can be done

Low

Increase

Worsening situation in labour market

Low

Decrease

Good progress

Example for multiple indicators
Let’s suppose that we are analysing trends in our labour market, using the four
indicators from the Millennium Development Goals. We see the following trends:
•• Increase in the employment-to-population ratio
•• Increase in the vulnerable employment rate
•• Decline in the working poverty rate
•• Stagnant labour productivity growth rate
In our analysis, we would likely find that some part of the increased employment
(as shown by the increase in the employment-to-population ratio) can be accounted for
by the rise in vulnerable employment. In total, people are earning more, as shown by
the falling working poverty rate. However, the stagnant growth or labour productivity,
along with the increased rate of vulnerable employment, indicates that the labour
market situation may only be improving for some segments of the population.

23
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How do macroeconomic
and sectoral policies affect
employment?
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Quick overview
In the realm of economics, the goal of public policy is to grease the wheel of economic
activity, while at the same time making sure that the activity leads to both improved
productivity and job quality. The choice of public policies is influenced by theory and
analysis. In this part of the guide, we look at macroeconomics, the study of the economy
as a whole, and how policies at this level can influence the creation of decent jobs. We
first look at the impact of monetary policy, exchange rate policy, and fiscal policy and we
discuss why and how it is important for trade unions to be involved in influencing these
macroeconomic policies.
Then we look at the role of national policy in influencing the development of various
industries and sectors within the economy (industrial and sectoral policy). This is of
special interest to trade unionists in developing countries, where economic growth in
recent decades has often been concentrated within enclaves, such as natural resource
extraction or special economic zones producing goods for export. The goal here is to
diversify economic activities and steer them towards higher value-added sectors, or
sectors seen as job-rich or strategic. (An example of a strategic sector might be one that
builds a country’s food security.) We examine the thinking that goes into setting policy
priorities for developing sectors in an economy. We introduce some analytical tools for
figuring out just how much employment will be generated by government investment
and productive growth in a particular sector.
Finally, we look at trade policy and in particular the trend to trade liberalization, and we
discuss why it is especially important for trade unionists in developing economies to
monitor and be a part of any such policy developments.
There is also a role for trade unions in monitoring and advocating that employment
be at the core of the whole array of macroeconomic, sectoral and trade policies, and
that those policies should be coherent and complementary in expressing and working
toward that goal. This ensures the success of each policy and helps to make one policy
benefit or enhance others. Targeted interventions at the sector level should be coupled
with pro-employment macroeconomic policies, within a clear strategy for productive
structural change.
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5.1. What is macroeconomics?
The goal of economic policy is to grease the wheel of economic activity, making sure
that it leads to improved productivity and job quality, while maintaining financial stability.
The choice of public policies is influenced by theory and analysis. That is why it is
important to know which theory informs policy-makers. It inevitably has effects on the
policy proposals they make or are likely to accept.
Macroeconomic theory is the study of a country’s general economic activities and the
policy factors that impact them. It came about as a response to classical economists,
who assumed that markets naturally tended toward satisfying demand, eventually
resolving problems like product surpluses and unemployment. According to the classical
economists, there was no point for governments to intervene in the economy. Any
attempt to do so would make the situation worse.
In the aftermath of the Great Depression, economists such as John Maynard Keynes
challenged such beliefs. He suggested that the economy was not self-balancing and
that government intervention could be used successfully to counteract disruptive
economic fluctuations.

Keynesian macroeconomics
Keynes found that classical economics failed to explain prolonged unemployment and
recessions. He proposed that the answer did not lie in waiting for the labour market
to balance itself back to full employment through wage cuts. He believed what was
happening in the labour market was a consequence of broader developments in the
rest of the economy.
Keynes said that economic cycles were driven by investment booms and busts. Workers’
consumption went up and down along with the investment booms and busts. The
goal was therefore to use government policy levers to soften the ups and downs of the
economy. Once it admits that full employment does not come “naturally”, the government
can use policy levers to ensure that the economy is not operating below its potential.
Each government has an array of tools it can use for these purposes. It has the power
to tax and spend (fiscal policy). It has authority over the central bank, which sets the
interest rates that influence credit (monetary policy). The use of those tools constitute
what is called today macroeconomic policy.
Keynesian macroeconomics rose to become the dominant economic theory among
capitalist nations for nearly 40 years. It was most famously used during World War II to
keep unemployment at historically low levels. Macroeconomics also led to the creation
of the International Monetary Fund (IMF) and the World Bank in the 1940s.

1

The Chicago School and supply-side economics
In 1956, Milton Friedman of the University of Chicago modified macroeconomic theory,
citing Keynes’s disregard for inflation –an increase in prices across the entire economy–
caused by artificially stimulating the economy. He rejected the Keynesian notion that
governments can “manage” demand. He argued that attempts to do so are destabilizing
and likely to lead to inflation. Economists from the Chicago school believed that the role
of government is to control inflation.
This school of thought, which is also called “neo-classical” economic theory, sees a
limited role for public policy, and therefore government, in economic affairs. Its premise
is that minimal government intervention in the marketplace will produce the best
economic outcomes. Supply-side economics draws on the thinking of this school. It
argues that bolstering an economy’s ability to supply more goods is the most effective
way to stimulate economic growth. It therefore seeks to augment demand by cutting
taxes, reducing regulations on businesses and lowering prices through increased
production. Supply-side economics rose to prominence in the 1970s, at a time when it
did indeed seem that governments were no longer able to influence either inflation nor
unemployment.
During the 1980s, supply-side economics inspired a great deal of the thinking at the
IMF, World Bank and the Organization for Economic Development and Co-operation.
It favours the free movement of goods and capital, in the belief that such freedom
will bring investment where it is most needed and will bring the highest returns, thus
generating more productive jobs. This viewpoint holds that government action cannot
improve on the action of market. It was often imposed on governments in developing
countries as part of structural adjustment policy packages.
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The dominant macroeconomic policy framework since the 1980s: The
Washington Consensus
This new “consensus” came to be known as the Washington Consensus. It is embodied
by the following policy packages. The “augmented” Washington Consensus of 2003
came about as a result of the failure of the first wave of Washington Consensus
policies. It was a belated realization that institutions matter when it comes to economic
performance.
Original Washington Consensus
1990
1. Fiscal discipline
2. Reorientation of public expenditure
3. Tax reform
4. Financial liberalisation
5. Unified and competitive exchange rates
6. Trade liberalisation
7. Openness to Direct Foreign Investment
8. Privatisation
9. Deregulation
10. Secure property rights

“Augmented” Washington Consensus
2003
the previous 10 items, plus:
11. Corporate governance
12. Anti-corruption
13. Flexible labour markets
14. World Trade Organization agreements
15. Financial codes and standards
16. “Prudent” capital account opening
17. Non-intermediate exchange rate regimes
18. Independent central banks/
inflation targeting
19. Social Safety Nets
20. Targeted poverty reduction

This framework’s monetary policy exclusively targets the attainment of low, single-digit
inflation. Its fiscal policy is limited to maintaining prudent debt levels and ensuring that
deficits meet a specific target.
The International Monetary Fund devised economic stabilization programmes, whose
objective was to lower inflation and restore a country’s internal equilibrium (employment
and price stability) and external equilibrium (balance of payments). These policies were
to be complemented by structural adjustment packages, conceived by the World Bank.
The packages aimed to curtail the role of the state in the economy so that the prices of
goods and services would float and adjust to free market levels.
By the early 2000s, many countries that adhered to this agenda had succeeded in
achieving price stability and had curtailed their external and internal imbalances.
However, they were plagued with poor growth and little private investment, high
unemployment and rising poverty.
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Why should trade unionists support a role for government in the
economy?
The failures in the credit and capital markets of 2008 caused governments to take
another look at their role in the economy and to reapply some of Keynes’s approaches
in order to get through the crisis.
Trade unionists are well aware of another kind of failure that occurs in an insufficiently
regulated market: wage-setting in economies with a surplus of labour. In principle,
wages should reflect the productivity of the work done. However, when there are many
more workers willing to supply their labour than there are jobs available, employers
have the bargaining power to set wages too low. This failure can be addressed by
policies, laws and regulations on collective bargaining and minimum wages.
Moreover, governments are often the only economic actors capable of providing goods
that are useful for all, but that no investor would take on because it is either too risky or
the returns are too low. This too is a market failure.
When trade unionists talk about economic and employment policy, the starting
point should be very pragmatic. Neither free markets nor a benevolent government
will solve problems magically. Each country faces a specific situation with its own
constraints and opportunities. There are inevitably trade-offs between different goals.
You need to be able to identify the problems and the opportunities, and then figure
out the best ways to use limited means to achieve the objectives. The key here is to
ensure that workers’ interests are not sacrificed in the process.
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5.2. How do macroeconomic policies help to create
decent jobs?
Macroeconomic policy refers to how governments and other policy makers intervene
to improve economic performance and well-being. It starts with setting policy
objectives, such as achievement of sustainable economic growth and development,
stable prices and full employment. Some of the objectives set are potentially in
conflict with each other, which means that, in attempting to achieve one objective,
another one is “sacrificed”. For example, many central banks, such as the European
Central Bank, have set inflation targets that often run counter to the goal of reaching
full employment. This is because the tools used to reduce price inflation are usually
increased interest rates or restricted credit. These slow down economic activity.
To achieve their policy objectives, policy makers set targets to aim for. In recent years,
policy inspired by the Washington Consensus have typically had targets for inflation,
budget deficits and public debt levels. Targets are often fixed and widely known, such
as the European Union’s inflation target of two per cent. Other targets may be more
flexible or set within a range, such as the exchange rate for a nation’s currency.
Once policy objectives and targets are established, policy makers need to choose
between different policy tools, or instruments. These instruments are the levers of
control of the macro-economy. They include monetary instruments, such as interest
rates set by the central bank, and fiscal instruments, such as tax rates and government
spending.
Macro-economic policy is often shaped by long-held beliefs. These influence the
choice of objectives, targets and instruments. For example, some economists put the
eradication of poverty above the maximisation of corporate profits. This will strongly
influence their belief about how the tax system should be used. Also, different
economists may use different economic models and forecasting techniques. This may
lead them to disagree about the need, size or timing of policy changes.
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What are the main policy levers of employment?
The policy levers of employment are mostly found outside the realm of labour market
policies. That is because the demand for labour (that is, for workers) is for the most part
the result of the overall demand for goods and services in the marketplace. While most
of this demand will be influenced by what and how much people are consuming in their
households and enterprises, government policy plays an important role. For example,
government infrastructure programmes or a policy of low interest rates will induce
employment growth through increased spending by government and private actors.
On the other hand, evidence shows that changes in employment policies and labour
market regulations have at best a marginal impact on employment growth. They do,
however, have a significant impact on the quality of employment.
This means that trade unions that want to discuss pro-employment policies should
not confine themselves to dialogues with labour ministries. However crucial these
dialogues may be, they are missing a lot of the action. You have to interact with areas
of government concerned with finance and industry, as well as with the central bank,
which controls interest rates and the supply of credit.
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5.3. W
 hat does a pro-employment macroeconomic
policy framework look like?
A pro-employment macroeconomic policy is one that sets full and productive
employment as a policy objective. It sets a fixed and widely known employment target,
such as the European Union’s “75% of the 20-64 year-olds to be employed by 2020”. It
uses monetary and fiscal instruments in a way that will lead to the achievement of the
employment objective and target.
The broad goal is continuously high levels of employment and output, with the highest
sustainable rate of economic growth, relatively stable domestic price levels and a stable
exchange rate for a nation’s currency. A pro-employment macroeconomic framework
requires that its policy tools work together. This ensures that there are sufficient
domestic and external resources available to sustain the employment goals and provide
the space for counter-cyclical policies. Altogether, they ensure that the economic
environment is conducive to economic diversification, economic growth and sustainable
creation of productive employment opportunities.

Monetary policy in a pro-employment macroeconomic framework
“Runaway” inflation hurts economic growth and development. However, a proemployment monetary policy cannot focus exclusively on the target of single digit
inflation. Monetary policymakers have to keep in mind other policy goals, such as
ensuring that credit is available at reasonable terms to increase output and employment.
In pursuing stability, policy makers too often limit themselves to the goal of stable prices
for goods and services, but not the stability of assets such as land, housing or stock
prices. Recent crises have shown that central banks need to pay attention to “bubbles”
and find the means to prevent exaggerated and speculative increases.
Monetary policy should also aim to increase the resilience of the domestic financial
system to external shocks. For example, it should ensure that commercial banks have
enough liquidities to keep lending to small and medium enterprises during a global
financial crisis such as the one that occurred in 2008. This will increase the incentive for
people to save and invest.
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A worker inspects prints of R$ 20 Brazilian reais bills during the production process at the
Casa da Moeda, the national mint, in the Santa Cruz suburb of Rio de Janeiro.

Exchange rate policy in a pro-employment macroeconomic framework
An exchange-rate regime is the way a government manages its currency in relation to
other currencies and the foreign exchange market. It matters because it facilitates the
purchase of needed goods from abroad, such as oil or production equipment. But it also
matters because a rate that is set too high can be detrimental to small producers who
can face an inflow of cheap foreign goods.
A country’s exchange-rate regime is closely related to its monetary policy and the two
are dependent on many of the same factors, such as the interest rate policy.
There are three approaches or regimes for managing the exchange rate. With a floating
exchange rate, the market dictates movements in the exchange rate. With a pegged
float, the central bank keeps the rate from deviating too far from a target band or value.
A fixed exchange rate ties the currency to another currency –such as the U.S. dollar or
the euro– or to a basket of currencies.
A pro-employment exchange rate policy should be geared towards stability. This
reduces risk and enables economic actors to decide whether to invest in export-oriented
sectors or in domestic-oriented sectors. A pro-employment exchange rate policy
should also be geared towards competitiveness of the economy in terms of imports
and exports. In addition, foreign exchange reserves should be built up to cope with
economic volatility.
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Both a fixed rate regime and a purely floating one expose a country’s currency to
overvaluation. When the exchange rate is overvalued, the cost of exports goes up and
competitiveness on international markets declines. This may have important implications
for employment levels. Some form of a pegged floating regime helps to keep a currency
competitive. For example, adjusting the exchange rate within a band could help absorb
unanticipated shocks and provide some degree of flexibility for domestic monetary
policy. Maintaining the exchange rate within the band could also provide an anchor for
price stability by demonstrating a degree of monetary discipline (Williamson, 2003).

Fiscal Policy in a pro-employment macroeconomic framework
Meeting full and productive employment goals requires rethinking the approach
towards fiscal policy. It is a very powerful tool. Fiscal sustainability requires monitoring
debts and deficits and setting in place explicit fiscal rules to keep them within a
boundary. However, fiscal policy cannot and should not be limited to that. Attempts
should be made to shift from a pro-cyclical to a counter-cyclical fiscal policy stance.
Pro-cyclical fiscal policy means spending a lot when times are good. This can encourage
boom-bust cycles, which diminish the efficiency of public spending. Counter-cyclical
policy means building up fiscal space during booms and normal periods of economic
growth. During a downturn, this will allow for fiscal stimulus through enhanced public
investment and maintenance of social protection policies.
The economy has cycles, which usually look like this picture:

Boom
Expansion

Recession

Depression

The counter-cyclical approach to fiscal policy is challenging to put into practice. In times
of recession, everyone wants their governments to compensate for the contraction in the
private sector. For that to be possible, it is necessary to build up fiscal space during times
of economic growth. In developing countries that have high levels of unsatisfied basic
needs, this is very difficult and requires strong fiscal discipline. All the actors must work
towards an agreement that looks not only at short term effects, but at longer term ones as
well.
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Trade unions should be able to analyse government expenditures and budget reports
and engage in a constructive, evidence-based dialogue with the government. You should
be in a position to suggest alternatives if you feel the expenditure pattern will not lead
to employment growth. You may want to partner with academics who can use analytical
tools to measure the benefits of linking public spending with employment creation.
If your country has joined the International Monetary Fund (IMF), you should also ask to
take part in consultations under its Article IV. Article IV consultations usually take place
once a year. IMF economists visit the member country to gather information and hold
discussions with government and central bank officials, and often private investors and
labour representatives, members of parliament, and civil society organizations. Be ready
to actively participate and come with solid arguments to defend you positions.

CASE STUDY
An opportunity to revisit fiscal policy in Uganda?
Uganda embarked on an Economic Recovery Program in
1987. The main macroeconomic policy concern has been price
stability. This has translated into tight monetary and fiscal
policies, a flexible exchange rate, and extensive privatisation
and deregulation efforts. During the last decade, Uganda has
brought its fiscal balance (excluding grants) down gradually
from double-digit deficits in the early 2000s to deficits of
below 6 per cent of Gross Domestic Product (GDP) since
2005/06.
The high rate of economic growth in Uganda in the century’s
first decade was accompanied by important reductions in
poverty and structural change in the economy. But agriculture
still employed a high and rising proportion of the labour
force, despite its falling contribution to the GDP. The share of
employment in the manufacturing sector actually declined
between 2000 and 2005.
The government has not altered its spending patterns in
response to the 2008 global economic crisis. Inflation concerns
drove the government’s fiscal response and its decision not
to put in place a stimulus package. Authorities wanted to
maintain their fiscal target of reducing the deficit to below 5
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per cent of GDP. They were also concerned about discouraging
private investment, “crowding it out” by directly stimulating
the economy.
However, some recent studies have pointed out an alternative
view on the relationship between fiscal deficits and inflation
in countries with excess capacity like Uganda (Epstein, 2009;
Weeks, 2009; Muqtada, 2010). In a country such as Uganda,
where the economy is operating below its full potential,
borrowing or printing money to finance the deficit need
not result in inflation or crowding out private investment. If
the increased expenditure is directed towards a sector like
infrastructure, private investment will most likely follow.
Public investment linked to employment generation and
structural change requires fiscal policy to be adaptable and longterm in its objectives. This flexibility in the fiscal framework is also
needed to allow Uganda, a low-income country, to adjust to
unforeseen circumstances and external shocks.
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5.4. A
 nalysing industries and sectors in the light of
pro-employment policy
For 30 years, mainstream economists frowned upon the idea of targeting sectors of an
economy for policy intervention. The idea was that governments were not equipped to
choose the “right” sectors, and that was best left to market forces. Today, such policies
are seen as legitimate and necessary to accelerate growth with better labour market
outcomes.
When national development frameworks target leading or emerging sectors of an
economy for investment and development, they often miss the opportunity to prioritise
or rank them on their ability to create more and better jobs. Trade unions can and
should influence these policy choices.
To prioritise sectors on the basis of employment, you need a good understanding of
sectors’ productivity and growth potential, their employment multipliers, and their
backward and forward linkages with the rest of the economy. We discuss these
concepts here.

Productive structural change in developing economies
In developing countries, economic growth in recent decades has often been
concentrated within enclaves, such as natural resource extraction for export or special
economic zones producing goods for export. These enclaves have few linkages with
the rest of the economy. Such enclaves have very low employment and income
multipliers. This means that these sectors only benefit those segments of the
population that are somehow linked to export activities. The majority are excluded from
the benefits of growth in the economy.
This concentration of growth in just a few industries means weaker development of
other manufacturing and the services sub-sectors that go along with them. Much of
the population may still be engaged in low-productivity agriculture. Investment has
increased, but from a low base, perpetuating reliance on foreign aid.
Economic diversification that promotes productive employment can be achieved
through well thought-out industrial and sectoral policies. These policies ultimately aim
to structurally change developing economies into economies with higher value-added
work and higher productivity.
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Considering job quality
Creating jobs alone is not enough. A fundamental criterion for targeting priority
sectors is the quality of the new jobs within priority growth sectors.
Wages
Balanced wage policies restore the link between wages and productivity.
Achieving them requires strong social partnerships and effective collective
bargaining. Unions need to use collective bargaining to engage governments
and other employers to achieve decent, fair wages, keeping in mind that labour
peace is a necessary condition for economic growth and job creation.
Working hours and balancing work and non-working life
Studies suggest that flexible working regimes and negotiated working
arrangements are key factors for high productivity and job satisfaction. They
provide a good balance between work and social and family life. Achieving such
arrangements requires friendly, open employer-employee relations.
Occupational safety and health
Job quality depends on the environment and working conditions in which
economic activities take place. Working conditions that increase the risk of
accidents and disease have very high economic costs for workers. Appropriate
occupational safety and health standards, procedures and education in the
workplace have a big impact on productivity.
Availability and sustainability of social protection systems
Benefits such as paid family leave, health insurance, and unemployment benefits
are key indicators of a quality job. In precarious and vulnerable employment,
the lack of these benefits affects the quality of work and productivity. Social
protection and employment benefits systems are a pre-requisite for decent and
productive employment and should be available for all.
Skills development and training
When a workplace offers opportunities for improving skills, it creates an
environment that inspires workers and provides incentives for higher quality
work. Skills acquired on the job often help determine a worker’s career path.
Governments and employers should use human resource policies, workplace
consultation and trade union negotiations as ways to take into account workers’
interests and career development.
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Declining
sectors

Productive structural change

Setting priorities for employment growth in sectors
One way of thinking about increasing the level of employment is to increase the number
of labour-intensive sectors in the economy. Another is to increase the degree of labour
intensity within sectors. Ranking sectors according to their employment creation
potential helps with setting priorities for achieving an employment target.
It would be short-sighted to only prioritize sectors according to their degree of labourintensity.
Other criteria to look at include:
•• the weight of the industry in total employment
•• the relationship between labour-intensity and productivity in the sector
•• technological change to come
•• how the global market is evolving.
When making policy choices, it is important to look at the nature of the support to
priority sectors. For example, public investment in rural roads to support agricultural
development will have a higher labour intensity if the policy promotes labour-intensive
technological choices to build and maintain those roads.
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Analysing linkages between sectors
Sectors are linked in production processes through backward and forward linkages.
Figure 1 shows how Sector A’s production depends on inputs from sectors B, C and D.
These are called backward linkages. Sector A’s production will in turn be used as inputs
by other sectors for their own production (Sectors B, E and F in the figure). These are
forward linkages.
Figure 1. Inter-sectoral linkages
Inputs to sector A
come from
sector B, C and D

Outputs of sector A
are used as inputs in
sector B, E and F

SECTOR B

SECTOR B

SECTOR A

SECTOR C

SECTOR E

SECTOR D

SECTOR F

Backward linkages

Forward linkages

When we prioritise a sector, we should ask ourselves about the sector’s linkages. To
know the total employment creation potential of a given sector, we take into account
the sector itself (direct employment creation) as well as the sectors linked through
backward and forward linkages (indirect employment creation). Such an analysis is very
useful to check the validity of policy choices from an employment creation perspective.
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In Figure 2, we look at the example of the automobile sector and ask ourselves, “Which
sectors produce parts of a car (backward linkages)? Which sectors use automobiles in
their production (forward linkages)?”
Figure 2. Backward and forward linkages in the automobile sector

Which sectors
produce parts of a
car ?

automobile
sector

Which sectors use
automobiles in
production?

Employment elasticity and the multiplier effect
An employment elasticity is a numerical measure of how employment growth varies
with growth in output. We use elasticity when we want to see how employment changes
when we change output levels in a sector.
An employment elasticity is defined as the average percentage point change in
employment for a given population group when there is a one per cent change in
output over a selected period. Knowing the employment elasticity for a sector allows us
to calculate how much employment can be created by developing this sector (ILO, 2009,
Chapter 8).
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Figure 3 shows the multiplier effect. Sector A has an employment elasticity of 0.4, this
means that: For 100 units produced, 40 jobs will be directly created in sector A.
Taking into account the backward linkages, Sector A indirectly generates 46 additional
jobs in related sectors:
•• Sector B needs to produce 20 units for sector A to produce 100 units. With an
employment elasticity of 0.7, Sector B generates 14 jobs (0.7 x 20) to produce the
inputs needed for Sector A.
•• Sector C needs to produce 60 units for Sector A to produce 100 units. With an
employment elasticity of 0.4, Sector C generates 24 jobs (0.4 x 60) to produce the
inputs needed for Sector A.
Similarly, forward linkages indirectly create another 22 jobs.
The increase in output in Sector A (100 units) thus generates 108 jobs in total.
Figure 3, The multiplier effect

SECTOR B
0.7

SECTOR C
0.4

SECTOR D
0.2

100 units
20 units

10 units

SECTOR A

60 units

30 units

SECTOR E

60 units

COMSUPTION

Employment
elasticity 0.4

40 units
Backward linkages

14
JOBS

SECTOR B

24
JOBS

8
JOBS

Forward linkages

40
JOBS

7
JOBS

15
JOBS

The multiplier effect in an export sector
In export-oriented industries, weak local sourcing (importing the inputs needed for
production) has led to concerns over the limited employment impact of these industries
on the national economy. Figure 4 illustrates the possible shortcomings on the local
economy.

17

In this example, the production of Sector X depends on imported inputs and inputs
from sector D. So, when 100 additional units are produced in Sector X, only 30 units of
inputs are produced nationally and 130 units of inputs are imported. These imported
inputs do not create any jobs in the country. The only indirect job creation from
backward linkages in this example will come from sector D, which has an employment
elasticity of 0.2, or 6 new jobs created.
Sector X produces goods that are mostly exported (70 units), partially consumed
at home (20 units), and partially used as inputs for sector B (10 units). Sector X thus
indirectly creates 7 jobs in sector B. Exports and consumption do not create any jobs.
Clearly, job creation opportunities are lost with increasing production in sector X.
Figure 4. Multiplier effect in an export sector
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Sectorial strategies can help to maximize the benefits of export sectors by improving
local conditions and supporting local suppliers. Enhancing backward linkages (local
procurement) is an effective way to increase the labour intensity of growth of export
sectors.
Trade unions may want to partner with academics who can use analytical tools such as
Social Accounting Matrices. These analyses quantify the multipliers in the economy, so
that policies can better link public expenditures with employment creation.
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CASE STUDY

Trade unions play a part in upgrading the textile
and clothing strategy in Morocco
Over the last decade, the textile and clothing sector in Morocco
has been under pressure. The liberalization of trade lead to
increasingly intense international competition.
Initially, the trade unions were left out of the sector’s upgrading
and restructuring efforts, but they gradually became key partners
in formulating and implementing the strategy.
A tripartite national steering committee was set up, composed of:
•• Employers in the textile and clothing sector
•• General Confederation of Moroccan Enterprises
•• The three most representative trade unions
•• Ministry of Employment and Vocational Training
•• Ministry of Industry, Commerce and Economic Upgrading
•• National Agency for the Promotion of Small and Medium-sized
Enterprises

These partners also decided to set up a committee to deal in a
socially responsible way with the new challenges of globalization
in the textile and clothing industry. Bipartite and tripartite
discussions focused on undertaking a common diagnostic
of the sector. The studies raised national partners’ awareness
and promoted a mutual understanding of the constraints and
opportunities faced by each party.
Employers understood that the social dimension was a new
component of international competitiveness and were more willing
to listen to information about things like vulnerable work contracts,
inadequate social protection, wages lower than the legal minimum
wage, and women suffering from wage discrimination.
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Trade unions came to understand that, because of globalization,
employers were facing a context where fast fashion and reactivity is
the rule. They were faced with constraints that can affect job security,
such as seasonality of exports and conditions imposed by buyers.
The national partners recognized that the textile and clothing
strategy would gain from an improved social dialogue and
better integration of the economic and social determinants of
competitiveness. These insights fed into tripartite discussions and
the development of a National Tripartite Action Plan to promote
the competitiveness of the textile and clothing industries through
the promotion of decent work.
The action plan, which reflects the needs of each party and the
solutions they identified, will be implemented over several years.
The upgrading and restructuring strategy has been redefined
to include responding to training needs and ensuring decent
working conditions and social protection to attract and keep
young qualified workers.
The new plan also calls for sound labour-management relations
within the firms to preserve social peace. Full respect of freedom
of association and a constructive social dialogue at the sector level
are central issues of the plan. It also takes gender into account,
given that women are the vast majority of workers in the sector.
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5.5. Why trade unions need to pay attention to trade
policies
Trade liberalization is the reduction of tariffs and other measures that regulate
commerce across borders. Too often, trade liberalization is uncritically presented as a
positive for economic development and employment. The reality is far more complicated,
and trade unions need to keep a sharp eye on trade policies in their sectors.
While trade opens export opportunities, it can harm domestic producers if they are
not equipped to face external competition or to take advantage of the new export
possibilities. Throughout history, governments have protected young and growing
industries, to give them breathing space to develop before facing off with the rest of the
world.
It is critical for developing countries to have the space to choose their level of
engagement with the rest of the world, to choose which sectors to open or to protect, in
view of their job and development potential. Governments also need the policy space to
help and nurture sectors that have a strategic social and economic importance for their
countries.

Why are tariffs an important tool for developing countries?
Ill-conceived liberalization can result in the breakdown of entire sectors, particularly
in agriculture. For developing countries, it is far easier to protect a sector through a
tariff than come up with a sophisticated array of supportive measures for the sector.
Countries with limited fiscal space have little ability support those who are on the losing
end of trade liberalization.
Moreover, in developing countries, import tariffs are far easier to collect than most
forms of taxation. This is especially true in countries with large informal sectors, where
taxes are hard to collect. In developed countries, tariffs on international trade represent
only one per cent of total government revenues. For developing countries, this revenue
is on average about 30 per cent.

Other trade-related issues
“Old style” trade agreements were almost entirely focused on tariff-related issues. “New
style” trade liberalization concerns itself far more with issues such as the regulation of
investment and services, intellectual property and government procurement. Trade
unions should carefully monitor these issues, because they impact on a government’s
ability to regulate.
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For example, governments have often used their buying power through procurement to
favour domestic producers and local employment. In the resources sector, governments
often make the granting of concessions (such as mining rights) contingent on some
local employment, local purchasing, or re-investment conditions. These are tools that
government can use to ensure that the producers (local or foreign) have the most
linkages with the rest of the economy.
In the past 20 years, these forms of intervention have been dismantled in the name of
removing state interference in the workings of the market. This has resulted in limiting
government powers to protect through multilateral trade agreements. Governments
that have limited levers to steer their economies need to preserve this policy space.

The role of trade unions
Trade unions should pay close attention to the implications of what is being negotiated
under the umbrella of trade agreements. They should demand transparency in the
negotiating process and get access to the texts. They should engage with governments
and employers’ organizations on the likely impact on employment of the proposed
changes. Cross-border social dialogues and agreements can also have huge impacts
on the employment situation and working conditions, especially when dealing with
multinationals. Visit the ILO website for more information on cross-border social
dialogue and agreements.
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Resources and tools
Epstein, G. 2007. Central Banks as Agents of Employment Creation. In J.A: Ocampo
and K.S. Jomo (eds.) Towards Full and Decent Employment. London and New York: Zed
Books, p. 92-122.
ILO, Voluntary cross-border social dialogue initiatives and agreements, such as
International Framework Agreements .
http://www.ilo.org/ifpdial/information-resources/cross-border-social-dialogue-andagreements/lang--en/index.htm

Skills for Trade and Economic Diversification (STED): This is an analytical tool to
provide guidance for the design of education and training policies that contribute to
trade development and economic diversification and foster the creation of decent
employment.
http://www.ilo.org/employment/Whatwedo/Projects/WCMS_151399/lang--en/index.htm
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Quick overview
Maimouna lives in Ouagadougou in Burkina Faso. She sells home-made donuts and
juice spread out on the pavement next to the supermarket. She operates outside
the law, without a permit. Often, shopkeepers accuse her of unfair competition. She
worries about confrontations with police or municipal authorities, and often pays
bribes to escape eviction and the confiscation or destruction of her property. Her
income is irregular, her hours are long, she has no social security, no health and
safety standards. There is no organization of street vendors in her town.
Bopha is a rural migrant from the countryside to the city in Bangladesh. She has
a job in a textile factory -- her first paid job. Bopha did not get an employment
contract. She does not receive a payslip and has no permanent employment status.
Her job is focussed on weaving, spinning and hanging fibres, whilst most men are
employed in more skilled positions such as machine supervisors or fabric dyers.
She works long hours. Her wages are low and she is not always paid on time. She
does not know about labour laws and she is not entitled to social protection or
employment benefits. Every month, Bopha sends money to her family.
Maimouna and Bopha work in the informal economy. The ILO defines the informal
economy as “all activities that are, in law or practice, not covered or insufficiently
covered by formal arrangements” (ILO, 2002). This section explains what informality is
and how we measure it. We summarize the various theoretical viewpoints on why it
exists and look at some policy options for addressing informality based on its context
and causes.
When the majority of the workforce in a country is active in the informal economy,
policy-makers should consider the impact of every single policy decision upon this
sector and these workers. This is why, when formulating a national employment policy,
trade unions should be ready to engage in a discussion on the impact of the policy
choices on the informal economy and be able to suggest some policy responses. The
discussion on informality should not be relegated to policies specifically targeted at it,
but should be embedded in every social and economic policy.
Trade unions are responding to informality in developing economies and informal
workers are organizing. We look at a number of case studies in this section that show
how collective action and collective bargaining have improved conditions in the informal
economy.
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6.1. D
 efining the informal economy: The informal sector
and informal employment
The ILO defines the informal economy as “all activities that are, in law or practice, not
covered or insufficiently covered by formal arrangements” (ILO, 2002). That definition
includes informality in terms of both:
•• the enterprise someone works for (working in the informal sector) and
•• the informal characteristics of the worker’s job (informal employment).
The informal sector consists of unregistered and small, unincorporated private
enterprises engaged, at least partly, in producing goods and services for the market.
√√ An enterprise is unregistered when it is not registered under national laws, such as
commercial acts, tax or social security laws, or professional associations’ regulatory
acts.
√√ An enterprise is considered small when it has fewer permanent employees than
a certain number (for instance five employees). The number is set in the national
context.
√√ An enterprise is unincorporated if it is not a legal entity set up separately from its
owners. This usually means that no complete set of accounts is kept.
√√ When people produce goods or services just for their own household’s
consumption, such as food or childcare, this is not counted as an informal sector
activity.
Informal employment refers to jobs that lack basic social or legal protections or
employment benefits. Some examples of these protections are advance notice of
dismissal, severance pay and paid annual or sick leave.
An example of informal employment would be casual day labourers, who earn wages
without a fixed employer. This is often seen in agriculture and construction.
Informal employment also includes people involved in many kinds of self-employment
or own-account work (self-employment with no employees). One example would be
people who work on their own equipment at home for a piece rate without direct
supervision. Contributing family workers—family members who help out with a family
business without pay or without formal employment status—can also be included in this
category. So are people who are indirectly employed through a temporary agency.
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The overlap between informal employment and the informal sector
A large part of informal employment is, of course, in the informal sector, but the two
do not overlap completely. Workers may be working informally for enterprises that
operate in the formal economy (for instance, casual daily labour for a large construction
company). And some employees working for enterprises in the informal sector may
be holding formal jobs. An example of this would be a salaried worker with a regular
contract, employed by a small, unincorporated firm.

Informal
employment

Informal jobs in households
and in formal sector enterprises

Informal
sector

Formal jobs in informal sector
enterprises

El Salvador’s informal economy. In the latest year that data is available for this country,
informal employment in the formal economy illustrates well the overlap between
informal employment and the informal sector was 14.8 per cent of total employment
(not counting agriculture). Informal employment within the informal sector was 53.4
per cent (ILO, 2012a). That means that a total of 68 per cent of the country’s workforce
were in the informal economy. When the majority of a country’s workforce is active in
the informal economy, policymakers should consider the impact of every single policy
decision upon it.

2
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6.2. Measuring informality
In 2003, the 17th international conference of labour statisticians adopted guidelines on
a definition of informal employment as an international statistical standard. It is difficult
to precisely measure informality, for two reasons. First, the informal economy involves
people working in so many different sectors and in such different conditions, that it is
hard to find ways to count them. Second, many types of informality are hidden:
•• The actors involved may not be in official registers.
•• Their work may be casual or small-scale and unreported.
•• They may be concealing their informal activities.
•• It may be very difficult for a surveyor to find unregistered small enterprises. Even if
they are found, they may be reluctant to disclose information if they are operating
irregularly.
•• Migrant workers often have a more vulnerable status and are less likely to be
registered.

Collecting data about various features of informality
One way to collect data about informality is to conduct national surveys of households
and enterprises. The enterprise survey can asks whether the firm is legally registered or
a labour force survey can asks interviewees if they are registered with the social security
administration.
It is also possible to collect data indirectly by using indicators that are proxies for
informal employment. A proxy indicator is one that it is easier to collect data about but
which has a good chance of delivering the same information you are looking for. For
instance, one commonly used proxy for informal employment is self-employment. Selfemployment is strongly correlated with informal employment, even if it does include
some workers who are formal and exclude some who are informal. Another proxy
indicator is the difference between a country’s total employment and its registered
employment, measured using administrative data. This can also reveal information
about informal employment.
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This table defines various features or indicators of informality and discusses how
researchers can use data about the indicator, as well as what the limitations are.
Definition
Research application and limitations
Enterprise-based definitions
Registration status Attempts to capture enterprises that operate without government recognition
or regulation, both in fact and in law. Used to assess lack of access to
government services and absence of regulation. Limitations: Registration with
a government authority may not mean actual practices are formal.
Size of enterprises Often used as a proxy indicator for informal enterprises. Potentially useful for
analysing the economics of small-scale firms. Limitations: Size is an imperfect
proxy for other aspects of informality. Size is often defined only in terms of
number of paid employees.
Tax evasion and
Used in studies of the costs and benefits of informality. May be used as a
avoidance
proxy for other types of regulatory avoidance or evasion. Limitations: Tax
evasion or avoidance may also be widespread among firms that would
otherwise be considered formal. May not capture labour market vulnerability
and lack of social protection. Often fails to take into account taxes that
informal firms do pay.
Non-contribution Similar to tax evasion and avoidance, but with a more explicit connection to
social protections. Limitations: Different countries have very different social
by employers to
social security
security systems. May not adequately capture labour market vulnerability and
lack of social protection. May not be relevant for firms without paid employees.
programs
Enterprise finances Captures many factors commonly associated with informal enterprises
are not separable (small-scale, lack of formal organization, close link to household livelihoods).
from those of the Limitations: Data is rarely available, making it hard to use this indicator.
household
Employment-based definitions
Existence of social Attempts to capture precarious, vulnerable and unprotected forms of
protections linked employment. Limitations: Often applies only to paid employees. Different
to employment
criteria needed for self-employment. The nature of social protection varies
across countries.
Illegal labour
Attempts to measure the extent to which labour laws are violated by
practices
employers. Limitations: Illegal labour practices are under-reported in statistical
sources. Legal forms of employment may be precarious and lack protections.
Labour laws are different across countries.
Underground activities
Trade/production Primary aim is to study illegal aspects of the economy. Limitations: Data
of illicit goods and on these activities is extremely limited. May not be closely related to other
services
approaches to defining informality.
Unmeasured
Primary aim is to document economic activities that are not measured or
and unrecorded
counted in official statistics—informal is equated to hidden or underground.
economic
Limitations: Since these activities are not documented, researchers have to
activities.
use indirect measurements and make a lot of assumptions.
Source: Heintz, 2012
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How big is informality?
Globally, estimates suggest that more than half of all jobs in the non-agricultural sector
are informal, particularly in low- and middle-income countries.
Countries often do not collect data on informality in their agricultural sector, and the
ILO data refers to non-agricultural employment only. In developing countries, where
subsistence agriculture is still significant, the figures for informal employment would
increase greatly if this data were included.

Share of
non-agricultural
employment:
72 percent in
Sub-Saharan Africa,
65 percent in Asia,
51 percent in Latin America,
Informality is
widespread, and it is not
waning.

48 percent in Middle East
and North Africa
(ILO, 2012b)

GDP per capita is a measure of the total output of a country that takes the gross
domestic product (GDP) and divides it by the number of people in the country. The
share of informal employment decreases as GDP per capita increases. It increases as the
share of population living below the poverty line increases.
In 2012, the International Labour Organization published statistical information on the
dimensions of informal employment compiled for 47 countries from different regions
(ILO, 2012b). Figure 1 shows the share of people in the informal sector and informal
employment in 33 countries.
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Figure 1: Share of persons employed in the informal economy as a percentage of nonagricultural employment, latest year available
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Source: ILO, 2013b.
Notes: Horizontal lines separate geographical regions. The countries are displayed by ascending
order of employment in the informal economy within each geographical region.
*The data for China is for six cities: Fuzhou, Guangzhou, Shanghai, Shenyang, Wuhan and Xi-an.
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6.3. Why does informality exist?
Why do enterprises and workers operate in the informal economy? There are several
views on this. We summarize these below.

Informality as exclusion
One view is that, although workers and firms would like to operate in the formal
economy, they do not have the opportunity to do so and stay in the informal economy
to make a living. There are simply not enough jobs available in the formal sector, so
people revert to what is available: jobs in unregistered enterprises or trying to survive
through self-employment. Small enterprises with limited profit margins may seek to
avoid taxes and regulations—including labour regulations—that add costs to their
operations (Heintz 2012; Tonin 2013).
There are other ways that people are excluded from choosing freely among economic
opportunities: poverty or lack of education, for example. There are also gender-based
constraints. These include women’s greater responsibilities for work in the home, how
the society views gender roles, women’s limited control over money, and unequal
investments in educating girls and boys.

Informality as choice
Another view is that the decision to work informally is the result of people choosing
among alternative sources of employment (Maloney, 2004, pp. 1159-1178; Loayza and
Rigolini, 2006). According to this view, workers weigh the benefits of working formally
against those of working informally, selecting the form of employment with the greatest
net benefits.
This view does not imply that the workers are well off or happy with their situation. They
may well be living in poverty while working informally. The point, however, is that, given
their skills and prevailing labour market conditions, they would not be better off holding
a formal job for which they are qualified.
Some theorists view informal firms as enterprises that could potentially thrive in the
formal sector. They see avoidance of regulation as the main reason they are in the
informal sector. One view sees these firms as “parasitic”, calling for strict enforcement
of regulation. Another view sees the informal sector as a way to avoid high entry costs,
suggesting that strict enforcement may hold back a dynamic part of the economy.
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Informality driven by competition
Other theorists see informality as driven by the need to lower labour costs and protect
profitability in a competitive global economy (Portes, et al. eds., 1989). For example,
self-employed people working in the informal sector may be incorporated into global
production networks as a source of low-cost labour. Similarly, the rollback of social
protections in the face of competitive pressures leads to greater informality. In these
frameworks, the demand for informal labour, rather than the lack of demand in formal
labour markets, is the driver.

Is informality a dynamic force or does it contribute to low productivity?
Should we see the informal economy as a vibrant, dynamic set of activities that support
livelihoods in developing countries when the formal economy fails to do so? Or should
we see it as low productivity work, providing subsistence for those excluded from better
employment opportunities?
The choice between these two perspectives has important implications for how informal
employment fits into national development strategies. Should policies aim to support
informal employment and improve earnings and working conditions, with the aim of
supporting broad-based economic development? Or should the long-run objective
be to move people out of informal employment and into formal wage employment,
cultivating economies of scale and high value-added activities within the formal sector?
These two strategies are not necessarily mutually exclusive but there are tensions
between them. Support of the informal economy could feed into long-run structural
change. However, widespread informality could reinforce low levels of productivity, hold
back growth and prevent long-run improvements in the quality of employment. Trade
unions in each country need to assess conditions and come to their own conclusions.

Two-tiered informality
There has been an effort to gather these arguments into a single approach (Fields,
1990; Perry et al., 2007). In these frameworks, there is a low-end segment and a highend segment of the informal labour market. At the high end, people voluntarily choose
relatively productive activities. But at the low end, barriers to entering high-end informal
jobs results in a portion of the labour force having no choice but to work in low-end,
marginal activities.
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6.4. How can policy respond to the informal economy?
There is no “one-size-fits-all” policy response that would be valid across countries
or even across different parts of the informal economy within a country. Policy
interventions depend on understanding the reasons people and firms work informally in
a given context. It especially matters whether informality is a choice rather than a result
of exclusion from the formal sector.

Responding to informality as exclusion
When informality is due to exclusion from the formal economy, the policy response
usually proposed is a mix of interventions aimed at:
•• Increasing the productivity of informal enterprises
•• Increasing the employability of informal workers
•• Introducing measures to reduce poverty, such as non-contributory social
protection programmes (for example the Bolsa Família in Brazil)
•• Increasing overall demand so as to promote new formal job opportunities

Responding to informality as choice
The policy response usually proposed when workers and enterprises choose to operate
informally is a combination of ‘carrot’ and ‘stick’ (an old saying about training animals with
both food and punishment).
Increasing the benefits of formal status is an incentive for firms and for workers to
register (the carrot). This can be done by facilitating access to credit or markets for such
firms, or by giving informal workers access to health insurance benefits.
Increasing the power of public authorities to enforce regulations is the ‘stick’. If
inspection systems are strong and reliable, authorities can curb non-compliance with
labour legislation, and with civil, commercial, administrative, fiscal and social security rules.

Some countries, such as Chile, have introduced variable penalties, with fines
that increase with the number of workers affected. But fines can be replaced
by training for enterprises with fewer than nine workers. Other countries have
increased the number of labour inspectors. For example, their numbers have
been doubled in Guatemala and El Salvador, and tripled in the Dominican
Republic and Honduras (ILO, 2013a, p. 40).
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6.5. What are trade unions doing about the informal economy?
Informal workers face legal and practical obstacles to exercising organizational rights:
•• Protection of these rights may depend on being defined as an employee. (Some
may be defined as “autonomous workers” or hired as apprentices and trainees to
avoid unions.)
•• The temporary nature of employment means that their contracts can be terminated
before they are able to form a union or bargain. In a number of countries,
temporary workers are fired when they reach the threshold days of service which
would entitle them to be hired permanently with the benefits of organized workers.
•• They may be in an indirect employment relationship and unable to bargain directly
with the principal employer. This is called fragmentation of the bargaining unit.
•• Most often, informal workers are self-employed workers such as street vendors or
taxi drivers with no direct employers to negotiate with. In such cases, negotiations
might take place with local authorities to facilitate the trade activities or avoid
harassment. Trade unions can help with such negotiations and can provide access
to support services such as credit and savings, health insurance and training.
•• Informal workers are more difficult to organize than regular employees. This is due
to the instability of work and income, and in the case of some workers, such as
home workers, the broad dispersion of work sites.
Those in the informal economy need organisations and representation to pursue their
employment interests. They also need a voice to lobby policy makers on issues such
as access to finance, property rights, taxation and social security. Here we discuss the
strategies that informal workers and trade unionists are using to develop representation.

10
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Inclusive strategies
Union membership has been falling and informal employment is growing. This has
caused many unions to shift their focus from the employment relationship to workers
needing protection and representation. Here are some examples:

FNV Union Confederation, Netherlands: This
confederation has seen a dramatic increase in membership
of affiliates organizing self-employed, domestic and agency
workers.
Ghana Trades Union Congress: The congress has
encouraged associates to change their constitutions so
that informal workers’ organizations could associate. It
has made recruitment and dues collection simpler and
has a proposed plan to cross-subsidize membership.
In negotiations on the 2003 Labour Act, the congress
proposed that the act should cover all workers rather than
employees, thus extending protection.
South African Municipal Workers’ Union: The union is
increasingly recruiting non-standard or informal workers. It
recently launched a court case to review tenders awarded
to contractors of local authorities that did not follow the
municipal act requiring that the union be consulted and
that contactors comply with the bargaining council.
All India Central Council of Trade Unions: This
recognized central trade union organization is concerned
with contract workers and trainees in Tamil Nadu,
especially in the Sriperumpudur area where multinational
corporations like Nokia, Hyundai, and satellite units like
Foxconn and Hwasin are located.
Trade Union Centre of India: This all-India federation
has 200,000 members in 14 states. Its main target group
is the unorganized workers. Around three-fourths of its
membership belong to the unorganized sector. Contract
workers account for 25 to 30 per cent of its total membership.
Two objectives of the union are “to fight against the policy of
promoting the contract labour system and casual labour in
the name of ‘flexibility’ and “To fight for the eradication of all
unjust labour relations like casual labour and contract labour
systems especially where the work is perennial” (TUCI, 2008).
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Specialized trade unions
Specialized organizations of informal workers are emerging and building alliances with
regular unions:

Tanzania Informal Construction Workers Association:
This is an umbrella organization of self-employed workers.
It has made funds available to members in times of sickness
or death. It has also lobbied government to reserve a share
of contracts for informal workers and campaigned for
adoption of labour-based technologies.
Association of home-based workers in Bulgaria: An
associate member of the Confederation of Independent
Trade Unions.
Trade Union Co-ordination Centre, India: Recognized
by the All India Central Council of Trade Unions, this
organization had more than 600,000 verified members in
2002, most from the unorganized sector. It is a state unit in
Bengaluru, and has concentrated on organizing contract
and casual workers and women in the garment industries.
It has organized contract workers in well-known industries
in the state like MICO, BHEL, Escorts, Bosch, Toyota Kirloskar
Motors, ABB Private Ltd., as well as workers in the hotel
industry and government departments.
The union has successfully fought for regularization of
contract workers in both the government sector and in the
private sector. It does not resort to litigation, as it does not
have confidence in the courts and it is time consuming. “By
the time the court gives its verdict [minimum 5-6 years] the
contract and casual workers will lose their jobs,” explained
a union representative. Instead, the centre collects
information from government agencies.
For example, the centre finds out how many licenses
have been given by the labour department to companies
like Toyota for perennial employment. It compares the
workers’ statistics, both sanctioned and actual, and then
files complaints with the government agencies for giving
licenses to firms that use informal labour. It conducts
morchas (processions) and dharnas (protests) at factories
and in public places, such as in front of the labour
department offices, and seeks media coverage.

12

ILO • NATIONAL EMPLOYMENT POLICIES - A guide for workers’ organisations

The Malawi Union for the Informal Sector: This union
was formed in 2000 and was officially registered in 2004.
As of 2012, it had about 14,550 members. They work in the
following informal sectors: home-based workers, street
vendors, waste pickers, construction workers, domestic
workers and small-scale tea farmers.
The union is the national affiliate of StreetNet International
in Malawi. It is also a partner of War on Want and an affiliate
of the national labour centre of Malawi Congress of Trade
Unions and Women in Informal Employment: Globalizing
and Organizing. The union’s vision is to assist, represent and
educate its members to improve their businesses. Its objectives
are to protect the rights and interests of members, encourage
full participation by members in the union, promote legislation
that is in members’ interests, and affiliate with both local and
international organizations that have similar objectives.
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Examples of bargaining arrangements that extend protection and
social security benefits to informal workers
National agreements
•• National collective agreements on temporary agency workers in Spain (2007)
•• Agency Worker Joint Declaration (2008) between the UK Government,
Confederation of British Industry and Trade Union Council. This declaration ensures
equal treatment after 12 weeks of employment.

Sectoral agreements
•• In 2010, the Construction Workers of Argentina and the Argentinian Construction
Chamber agreed to ensure adequate prices and wages and promote registered
employment and compliance with regulations.
•• In 2009, the National Union of Metalworkers of South Africa and the Automobile
Manufacturers Employers Organisation agreed to the extension of company
arrangements for retirement, death, disability and medical aid to short-term
workers.

Negotiations with enterprises using informal workers
•• In September 2009, the Milk Food Factory Workers’ Union submitted two
important demands to Glaxo Smith Kline in India: a wage revision and permanency
of casual workers. After strong tensions between the union and management, a
collective bargaining agreement was signed on 28 May 2010. All 443 temporary
casual workers would be made permanent in a phased manner. Further, the
management increased the daily rate of wages for casual and temporary workers
to 300 Indian Rupees with effect from 1 May 2010.
•• In 2009, South African Airways and the South African Transport and Allied Workers
Union agreed on the employment of temporary agency workers.
•• In 2008, the Neyveli Lignite Corporation and the All India Trade Union Congress,
Center of Trade Unions, Labour Liberation Front, United Trade Union Congress, and
Labour Progressive Front agreed on the regularization of contract workers.
•• In 2009, Nokia India and the Labour Progressive Federation, plus two temporary
work agencies (CEVA Freight and M/S Adeeco Flexicone Workforce Solutions)
signed an agreement.
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6.6. Collective bargaining and informality
This table describes the three large issues related to informality that collective
agreements typically address and the types of clause they appear in. It gives some
examples of collective agreements that have dealt with these issues.
Issue
Regulation of
commercial
contracts

Types of clause
All contractors registered
and comply with collective
agreements, labour standards,
and existing regulations on wages
and social protection

Employment
security

Options:
Limiting externalization (strategy
to protect employment status of
regular employees)
Regularizing employment
(pragmatic approach and phased
implementation)
Continuity of service on
temporary contracts

Improvements
in wages and
benefits

Examples
Building Industry Bargaining
Council, South Africa
National agreement for
promotion of social dialogue
in construction industry (2010),
Argentina
South African Local Government
Association and South African
Municipal Workers Union (2008):
Local government to consult
trade unions before contracting,
extension to temporary agency
workers of the same benefits
(including salary)
Tamil Nadu Electricity Board &
TNEB union (2007): Transition
from temporary agency to
permanent employment of
6,000 workers and progressive
absorption of remaining (21,600
workers)

Jawaharlar Nehru Port Trust &
Nava Sheva Bundar Kamgar
Sanghatana (2006): Continuity of
employment for agency workers
affiliated to union, equal pay
Leave, equal pay for equal work,
Port Authorities & Federation of
equal pay for work of equal value, Maritime Dockers’ Trade Unions
social security
of Argentina (2005, 2006): Equal
payment and working hours.
Hindustan Unilever Limited &
Sarva Shramik Sanghatna (2008):
Substantial wage increases for
temporary workers

Sources: Hayter, 2011; Ebisui, 2012
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6.7. Progressing toward formality: An integrated package

TRANSITION TO
FORMALITY

→

Growth strategies and quality employment
generation

→

Regulatory environment, including enforcement
of international labour standards & core rights

→
→

Organization, representation and social dialogue

→

Entrepreneurship, skills, finance, management,
access to markets

→

Extension of social protection, social protection
floors and social security systems

→

Local (rural and urban) development strategies

Equality: gender, HIV status, ethnicity, race, caste,
disability, age

An example from Brazil
Brazil offers an example of a rapidly formalising country
that has adopted an integrated policy package (ILO, 2013a).
Over the past decade, job creation in the formal economy
has been three times as rapid as in the informal economy.
The policies that have contributed to this success include:
•• non-contributory social protection programmes, such
as the Bolsa Família
•• a simplification of tax rules for small businesses
•• increased incentives for firms to formalise their workers
•• improved enforcement of tax and labour regulations.
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INTEGRATED STRATEGY

Here are seven main avenues towards formalisation that need policy coherence:
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Labour institutions, social
protection and employment
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Quick overview
Labour institutions are the rules, practices and policies that guide the labour market.
Their purpose is to improve social justice for workers by protecting freedom of
association and collective bargaining. They also mandate standards for working
conditions, many of which are internationally agreed upon.
When it comes to job creation, the most important levers are a country’s
macroeconomic conditions and industrial structure. Labour institutions matter most
when it comes to employment quality.
The view that countries, particularly developing countries, cannot afford laws and
policies to protect workers has unfortunately dominated policy debates. It is based
on the supply and demand framework of conventional labour market theory. This
theoretical model does not take into account unequal power in bargaining or a
country’s social norms, which may artificially keep down the quality of jobs.
We focus here on two important labour institutions - employment protection legislation
and minimum wages. We look at the theoretical arguments for and against them and
at what the research says. We also look at the linkages between employment and social
security systems, such as pension plans and unemployment benefits.
Employment protection legislation
Research evidence confirms that employment protection legislation, such as hiring and
firing rules, leads to more stable employment by reducing turnover. Dismissal rates are
higher among workers not covered by employment protection legislation. The evidence
that employment protection legislation decreases overall employment levels is quite
weak and inconclusive.
Minimum wages
Research on the minimum wage suggests that this labour institution can create
winners as well as potential losers among workers. Minimum wage effects depend on
the degree of enforcement and compliance with the legislation, the share of workers
covered by minimum wage legislation, the degree of competition in the labour market
and minimum wage structures.
The crucial factor is the way minimum wages are set. To ensure that they increase the
standard of living for workers and their families, at least five conditions have to be met
(ILO, 2008):
•• Keep the design of minimum wage systems relatively simple and easy to
understand. Overly complex systems tend to be the least effective.
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•• Take into account both the needs of workers and economic factors.
•• Extend legal coverage to a majority of workers, including those who are most
vulnerable to exploitation.
•• Set up a well-functioning mechanism to enforce compliance.
•• Consult fully with representative organisations of employers and workers. Involving
the informal economy is also important, especially in developing countries.
Social protection
Social protection is a country’s system of benefits for people and families when they
are poor, sick, disabled, out of work, elderly or young and dependent on others.
The benefits may be provided through the state’s social security system, through
private insurance, through personal savings, through various social customs and relief
organizations, or through some combination of these sources.
Our key message is that employment policies and social protection policies are closely
linked. They must be connected in policy design in order to frame solutions grounded in
long-term, sustainable, employment-centred growth.
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7.1. What are labour institutions?
Labour institutions “comprise rules, practices and policies – whether formal or informal,
written or unwritten – all of which affect how the labour market works. They are as
explicit and long-standing as certain labour laws that we have come to consider as
universal rights, but also span the scope of informal practices that reflect the views of
society, as well as short-term policies that fade and resurge depending on the policy
mood” (Berg and Kucera, 2008, p. 11).
Here is a list of the dominant labour institutions that condition our working lives, both
within and outside of the labour market (Berg & Kucera 2008, abridgement of Rodgers,
1994).
•• Employment contracts
•• The mechanisms for controlling and regulating employment contracts
•• The organization and representation of labour: trade unions, or trade or craft
associations
•• The organization and representation of employers: employers’ organisations and
business associations
•• The dominant procedures for job search and rules for access to jobs of different
types
•• The methods by which wages are paid
•• The process of wage fixing or setting
•• Training and skill institutions
•• The organization of jobs within the firm
•• The structure of ownership and control over production
•• The social and state regulation of self-employment
•• Social security and income guarantee systems
•• The conventional standard of life–aspirations about consumption, leisure, savings
and work
•• The organization of labour supply, both within and outside the household.
All countries, regardless of their level of economic development, have labour institutions.
Countries differ in the degree to which formal laws regulate the labour market, and
whether these laws are applied in practice.
Many labour laws arise as a response to undesirable practices in what were once
informally regulated labour markets. For example, discrimination, based on gender, race
or social origin, is commonly found in labour markets throughout the world. Countries
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that have decided to fight discrimination have enacted laws and policies to counter it
and to change social norms.
The laws and policies that a nation pursues both influence, and are influenced by, the
conventions and recommendations adopted by the International Labour Conference
and the technical cooperation and advocacy work done by the International Labour
Office.

7.2. D
 o labour institutions help or hinder the
market?
When unemployment insurance was first adopted in Europe in the early part of the 20th
century, it was seen as a response to the destitution brought about by job loss. Legal
statutes on maximum hours, minimum wages, and health and safety regulations were
adopted with the purpose of improving working conditions and the standard of living of
workers. And laws protecting freedom of association and collective bargaining were
adopted to remedy the bargaining power advantage employers have over workers. The
emergence of labour law and the institutions it created were seen as one of the great
triumphs of modern times.
Today, these same institutions – now widely adopted in many parts of the developing
world – are considered by many to be a cause of unemployment and informality. The
belief is that regulating things like hiring, firing and working hours has hampered
investment, causing the poor to suffer more than they already do.

The standard model of labour supply and demand
This change in thinking is mainly explained by the pre-eminence of one economic
theory: the standard economic model of labour supply and demand. This model argues
that as wages rise, labour costs go up, and thus a firm hires fewer workers. This theory
leads to the conclusion that policy makers would be wise to remove labour institutions
because they are ‘artificial’ impediments to a competitive labour market.
At the level of an individual firm, the standard model seems logical. The influence of the
model can be seen in Southern Europe, where governments have been forced to lower
wages in an attempt to improve competitiveness and lower unemployment. However,
this policy strategy has not worked. In most countries, there are fewer jobs than there
are workers available, regardless of whether or not the labour market is highly regulated.
With a stagnant economy and falling demand for goods and services, businesses do not
hire additional workers, no matter how cheap labour has become. What seems logical
at the individual level falls apart at the broader social level.
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There are other inconsistencies between the standard model and the world we live in.
Some firms and industries pay more than others, even if the jobs done at those firms
are the same. And it is doubtful that the huge salaries of corporate executives are the
outcome of limited supply and high demand.
Despite its weaknesses, the standard economic model of labour supply and demand
continues to dictate economic policy making. It poses a challenge for trade unions
and governments who are interested in redirecting macroeconomic policy towards
employment promotion.

Are there other economic theories that better explain what we see
around us?
Alan Manning, an economics professor at the London School of Economics, argues
that employers have wide scope to set wages and thus the labour market is not purely
competitive (Manning, 2003). According to Manning, there are frictions in the labour
market that give employers market power, allowing them to set wages. To begin with,
workers often have little information about alternative employment opportunities.
Workers are also understandably hesitant to leave a job to search for a better one. If
they are unemployed, they may not have the financial ability to hold out for a better
opportunity. Mobility is another factor – it is not always possible for workers to move for
a better job. Job search is also affected by family care responsibilities. These can limit the
number of hours that workers can dedicate to paid work as well as how far they can go
to search for new jobs.
Manning’s model captures some aspects of the labour market, but probably not all.
Sydney and Beatrice Webb, writing over a century ago in the classic book Industrial
Democracy, based their analysis on the competitive model, but argued that the
outcomes are inefficient both for workers and society (Webb and Webb, 1902). This
inefficiency called for regulation.
They explained how workers’ desperation resulted in wages too low to cover the social
costs of labour. The Webbs argued that wages must be sufficient to maintain the worker
and the workers’ family, and that wages that are below this subsistence level entailed a
social cost. Society bore these costs through social programmes to support the poor. In
the absence of public assistance, impoverishment took a negative toll upon society in
the form of crime, disease, and social unrest.
The Webbs argued for minimum wage policies that would avoid the spread of what
they termed “parasitic industries”. They acknowledged that, although some businesses
would not be able to survive if forced to pay higher wages, the new wage floor would
ultimately benefit society by “stopping the degradation” and “contributing to industrial
efficiency” (op. cit., p. 767).
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How do we know if labour institutions are accomplishing their goals?
It is difficult for economists to measure the performance of labour institutions, because
there are so many variables involved. For instance, many labour institutions and policy
interventions could combine to increase women’s participation in the labour market.
We may need more jobs that allow part-time work with pro-rated wages comparable
to full-time work. We may also need policies to provide childcare and early childhood
education. School hours affect a family’s ability to participate in the labour market, so
education policies may need to be harmonized with labour market policies. Tax policy
should be designed to not unduly punish part-time workers. There may also be a need
for effectively enforced anti-discrimination laws. Measuring the combined effects of all
of these interventions is difficult.
Two important labour institutions – employment protection legislation and minimum
wages – illustrate this point well. We discuss them next: the theory behind them, and the
arguments for and against them.

7.3. Employment protection legislation

Employment protection legislation is a labour institution aimed at increasing job
security. Almost every country has at least basic employment protection legislation in place.
Well-known examples are hiring and firing rules or restrictions on the use of temporary
workers.
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For example, most countries worldwide oblige employers to compensate dismissed or
fired workers with severance pay. The amount usually depends on the number of years
worked for the company and the salary. Another example is the rule that firms have to
give advance notice in case of dismissal. Another is the requirement to discuss decisions
on dismissals for economic reasons with workers’ representatives (Muller, 2011).
There are some exemptions from these rules. In some countries, dismissal legislation
is not binding for small enterprises. In Germany, for instance, firms with fewer than ten
employees do not fall under its Protection Against Dismissal Act.

Key messages of the International Labour Organization’s guidance on firing rules
The ILO has set out guidance on firing employees in its Termination of
Employment Convention, (No. 158) (ILO, 1982).
To whom do these rules apply?
•• To all branches of economic activity and to all workers with some exceptions,
such as those on temporary contracts or those serving a period of
probation.
What are the rules?
•• The employment of a worker shall not be terminated unless there is a valid
reason connected with the capacity or conduct of the worker or based on
the operational requirements of the enterprise.
•• A worker whose employment is to be terminated shall be entitled to a
reasonable period of notice or compensation in lieu thereof, unless he or she
is guilty of serious misconduct.
•• When the employer contemplates terminations for economic, technological,
structural or similar reasons affecting a specified number of the workforce,
the employer shall notify the workers’ representatives and the appropriate
authority (such as the ministry of labour) as early as possible.
•• A worker whose employment has been terminated shall be entitled, in
accordance with national law and practice, to a severance allowance and/or
benefits from unemployment insurance or other forms of social security.
•• A worker who considers that his or her employment has been unjustifiably
terminated shall be entitled to appeal against that termination to an
impartial body (such as a court). If the impartial body comes to the
conclusion that the termination is unjustified, it can declare the termination
invalid and order reinstatement and/or payment of adequate compensation.
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The effects of employment protection legislation: What theory tells us
Employment protection legislation influences employer’s and employee’s decisions in
various ways that affect labour costs, employment and productivity. (Cazes, 2013).
Arguments in favour of employment protection legislation
Some theorists argue that employment protection legislation increases labour productivity.
Overall, it leads to a more stable and secure employment relationship, improving
economic performance. Since rules like severance pay schemes make dismissals more
costly, employment protection legislation gives an incentive to employers to invest more
in their workforce by offering retraining and skills upgrading. For employees, job security
will encourage work commitment and willingness to adapt to technological changes. In
this view, employment protection legislation prevents ‘low road’ or ‘race to the bottom’
competitive strategies between enterprises. It forces them to compete on the basis of quality
and innovation rather than low labour costs.
Employment protection legislation also increases protection for vulnerable groups.
Regulations concerning pregnancy and maternity leave and seniority rules for older workers
are examples of this protection.
Employment protection legislation can act as a stabilizer in case of economic downturns.
Since employment protection legislation increases the costs for firms to dismiss workers,
they might be more likely to keep them employed, even during times of recession. It ensures
that clear rules and administrative procedures increase security for workers in the case of
dismissals for economic or operational reasons. For example, in some countries firms are
obliged to internally redeploy workers, if possible, when their positions are abolished.
Employment protection legislation also equalizes the costs of redundancies between society
and individual firms. For example, if companies are required to finance further training
for dismissed workers to facilitate their reemployment, these costs do not fall on publicly
financed job centres.
Arguments against employment protection legislation
Other theorists argue that employment protection legislation reduces regular employment.
For example, when firms have to give advance notice of dismissal for economic reasons,
they must keep paying salaries to redundant workers for a certain period of time. Some
theoretical models suggest that these regulations make employers reluctant to create
regular jobs. Instead, they might use informal employment or temporary contracts, to
which employment protection legislation usually does not apply.
Some argue that employment protection legislation hinders the free flow of workers
between enterprises and slows the adjustment of the workforce in economically bad times.
Over time, with development and technical progress, less productive jobs are destroyed and
more productive ones are created. Regulations such as severance payments make it costly
for companies to dismiss workers, causing inefficiencies and delaying productivity growth
(Martin and Scarpetta 2011).
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Employment protection legislation might also lead to inequalities by increasing the
gap between ‘insiders’ and ‘outsiders’. People in jobs with high security through
employment protection legislation (the insiders) will be advantaged compared to those
in unprotected jobs (the outsiders). However, the existence of outsiders can itself be a
consequence of a failure to regulate. Instead of using precarious work as a temporary
way to deal with an increase in activity, employers may be using it as an ongoing
strategy to avoid labour regulation.

What does research tell us about the effects of employment protection
legislation?
Research results in individual countries (single-country studies) may not apply to other
countries. That is because of differences in the nature and extent of employment
protection, economic conditions and labour market characteristics. Cross-country
studies try to address this problem by using data from several countries. The challenge
with these studies is to find comparable data for a broad range of countries. Some
international organisations have developed summary indicators to assess the “strictness”
of employment protection legislation in various countries and rank them accordingly.
Stable employment
Research evidence confirms that employment protection legislation leads to more stable
employment by reducing turnover. For example, after a 1990 reform in Italy increased
firing restrictions for small firms, research showed that turnover rates decreased in the
companies affected (Kugler and Pica, 2008, pp. 78-95). Cross-country studies support this
finding. A study using a sample of 16 industrial and emerging economies found strong
evidence that stringent hiring and firing regulations tend to reduce turnover (Haltiwanger
et al., 2010).
The authors of another cross-country study argue that when firms have less flexibility to
adjust their labour force, it can impede productivity growth. However, they acknowledge
that workers benefit from this form of regulation (Lafontaine and Sivadasan, 2009).
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Employment levels
The evidence that employment protection legislation decreases employment levels
is quite weak and inconclusive. However, there is widespread agreement that such
regulation increases the gap between ‘insiders’ and ‘outsiders’. For example, a study
of the different impacts on permanent and temporary workers in Spain found that
dismissal rates are higher among workers not covered by employment protection
legislation (Boeri and Jimeno, 2005, pp. 2057-2077).
Impact on youth
The impact of employment protection legislation on youth unemployment is also
inconclusive. Some studies conclude that strict employment laws hinder labour market
access for younger workers (Botero et al., 2004). Others find no effect whatsoever
(Noelke, 2011).
Size of enterprises
In some countries, studies show that employment protection legislation reduces firm
size. In Italy, regulation is much stricter for firms with more than 15 employees. A 2003
study shows that companies with a size slightly below this threshold are reluctant
to grow compared to much smaller or bigger firms, so as not to cross the line of 15
employees (Garibaldi et al., 2003).
Interpreting the research
It is important for trade unionists to look at studies like these with a critical and
informed eye. Often there are weaknesses in the methodology used to carry out the
research or interpret its results. Most research assumes that employment protection
legislation will have an impact on economic outcomes without considering that there
might also be an effect going in the other direction. For example, it may be that
countries in economic recession, with low employment creation, tend to protect existing
jobs through stricter employment protection legislation. It may be economic conditions
leading to employment protection legislation, and not the other way around.
Look carefully at how researchers have chosen the indicators they use in their studies.
In cross-country studies, summary indicators are often used to measure things like the
“strictness” of employment protection legislation. These indicators are composed of
many sub-indicators (for instance, several different hiring and firing rules). The research
may not be telling us enough about the impact of these various sub-indicators.
Another frequent research limitation is not taking into consideration the degree to
which employment protection legislation is actually enforced.
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7.4. Minimum wages
First introduced in New Zealand in 1894, the movement for minimum wages gained
momentum in the context of sweatshop labour in the early 20th century. Today, over 90
per cent of countries worldwide have some kind of minimum wage law (ILO, 2013a).
The main objective of the minimum wage as a labour institution is to improve workers’
welfare and to strengthen their bargaining power (Saget, 2001). Minimum wages mostly
impact the lower end of the wage spectrum by setting a wage floor.
Minimum wages are established through complex fixing processes involving
consultations between government representatives, workers’ representatives and
employers. They are often based upon arguments about how minimum wages affect
labour market outcomes. Macroeconomic conditions, such as inflation or economic
growth, also influence these discussions.
Rates, eligibility requirements and the frequency of adjustment differ drastically over
time and among countries. For example, many countries have minimum wages only for
specific sectors. Some have lower rates for some groups, such as youth. Figure 1 gives a
sample of minimum wages around the world.

,D
Gh .R.
an
a
M
a
In li
di
E a
Pa gyp
ki t
st
M an
ex
i
Bo co
liv
ia
B
Co ra
lo zil
m
b
O ia
Po man
rtu
g
Tu al
Ko
rk
re G ey
a, re
Un Rep ece
Un ite ub
ite d lic
d Sta
Ki te
ng s
do
Fr m
an
Ire ce
Au lan
st d
ra
lia

1800
1600
1400
1200
1000
800
600
400
200
0

Co

ng
o

Wage in US$

Figure 1.  Minimum wages around the world, 2011, Purchasing Power Parity
exchange rate (US$)

Source: ILO, 2012
Notes: Pakistan data refer to the minimum wage for unskilled workers. United Kingdom data refer
to the adult minimum wage. Oman data refer to minimum wages for Omanis in the private sector.
(Migrant workers were not surveyed.)
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Key messages of the International Labour Organization’s guidance on setting
minimum wages
The ILO Minimum Wage Fixing Convention, 1970 (No. 131) has been ratified by
116 states (ILO, 1970). It outlines key elements to consider in determining the
minimum wage level.
Article 3
The elements to be taken into consideration in determining the level of minimum
wages shall, so far as possible and appropriate in relation to national practice and
conditions, include-•• The needs of workers and their families, taking into account the general
level of wages in the country, the cost of living, social security benefits, and
the relative living standards of other social groups
•• Economic factors, including the requirements of economic development,
levels of productivity and the desirability of attaining and maintaining a high
level of employment.
Article 4
•• Each member that ratifies this convention shall create or maintain
procedures adapted to national conditions whereby minimum wages for
covered groups of wage earners can be fixed and adjusted from time to
time.
•• In establishing, using and changing such procedures, provision shall be
made for full consultation with representatives of the employers and
workers concerned.

The effects of minimum wages: What theory tells us
Theories about minimum wages are highly dependent on the underlying labour market
model.

10
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Arguments against minimum wages
Those who oppose minimum wages often argue that minimum wages increase
unemployment and push workers into the informal sector. The assumption is that firms
– particularly smaller firms – can no longer afford to hire the same number of workers,
because of the requirement to pay higher wages.
This argument is based upon a competitive labour market model, which assumes that
workers have unlimited access to employment options and employers have unlimited
access to hiring options. So employers have no incentive to offer more than the barest
minimum wage that workers will accept. As a result, the theory predicts, the introduction
of a minimum wage above that level will force employers to reduce employment (Fox,
2006).

Another argument is that minimum wages reduce the profit of business owners, and
force them to look for alternatives such as new, labour-saving technologies. Or, in the
case of bigger companies, employers may outsource production to countries that have
no, or a lower minimum wage (Neumark and Wascher, 2007).
A third argument against minimum wages is that they prevent firms from reducing wage
costs during economic downturns. This generates economic inefficiencies. For example,
the inability to reduce wages below the minimum wage might force businesses to
increase the price of their goods and services. The poor who purchase those goods and
services will suffer more than the ‘better-offs’. (Berg and Kucera, 2008).
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Arguments in favour of minimum wages
Theorists who support minimum wages do not accept the theory that there is a
perfectly competitive job market, where workers are free to move from job to job to
maximize their income and job quality. These theorists believe that minimum wages
are crucial to protect workers and ensure a decent standard of living for them and their
families.
In the real-life labour market, when there are more workers willing to work than jobs
available, vulnerable workers are easily underpaid. There are no head-hunters scouting
for low-wage workers. Their families often rely solely on their earnings – that is true for
46% of families of affected workers (Fox, 2006). They are not likely to leave their jobs,
even if wages are too low.
Another argument in favour of minimum wages is that they improve productivity.
With minimum wages in place, it becomes in the employer’s interest to invest in the
workforce with training and to comply with safety and health standards.
Many of the first labour standards in the United States, in the early part of the 20th
century, were directed against sweatshops. At the time, factories operated under piecerate systems and there were no health and safety standards. Cramped workplaces
affected workers’ productivity, but this had little impact on employers because of the
piece-rate system. The institution of minimum wages and health and safety regulations,
as well as minimum age requirements, altered the incentives for employers. It became in
their interest to upgrade production processes and make technological improvements.
In the process, sweatshops largely disappeared in the U.S. (Berg and Kucera, 2008).
Keynesian economic theorists argue that, although minimum wages may create
disincentives for employers, they can nevertheless increase employment by stimulating
consumption. Low-paid workers are more likely to spend rather than save their wages.
Minimum wages can also drive up the average wage, leading to further positive impacts
on consumption and employment. In developing countries, the minimum wage is often
used as a reference point for other worker benefits. This is the so-called “lighthouse effect”.
If the minimum wage is set at a level that is meaningful for the informal economy, it may
drive up informal sector wages (Gindling and Terrell, 2007a; Cazes, 2013, p. 207).
Finally, from a governments’ point of view, minimum wage schemes are desirable
because they decrease the costs of social welfare programs. By increasing the incomes
of the poorest, minimum wages raise their incentives to join the workforce instead of
remaining recipients of social welfare (Kallem, 2004).
In some countries, social protection benefits are tied to the minimum wage, as in most
of Latin America.
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If the minimum wage rises, so will pension, disability and unemployment insurance
benefits. In Brazil for instance, there are 2.6 million people on disability/poor/elderly
benefits and another nine million who receive the non-contributory minimum pension
for agricultural workers.
The fiscal impact of an increase of the minimum wage can thus be extensive. In such
countries, governments might resist increasing the minimum wage to avoid increasing
the cost of social protection.

What does research tell us about the effects of minimum wages?
There is no global minimum wage, and results found for one country do not necessarily
apply to others. It is often hard to find comparable data. This makes it hard for
researchers to look at the effects of the minimum wage.
Minimum wage studies often differentiate between developed and developing
countries. This is because, in developing countries, the informal sector often makes up
half of the labour market.
Effects on developing countries
More and more studies are looking at the effects of minimum wages in developing
countries on three outcomes:
•• wages and employment in the formal sector
•• wages and employment in the informal sector
•• poverty reduction.
Several studies show that the minimum wage can help to protect the purchasing power
of low-paid workers. In Costa Rica and Honduras, an increase in the minimum wage
caused increases in the average wage in the formal sector (Gindling and Terrell, 2007a).
However, there is also evidence that the positive effects of the minimum wage are
strongly connected to compliance. In Honduras, for instance, only bigger companies
could and have complied with the minimum wage (Gindling and Terrell, 2007b).
Although compliance is important, it is not the only factor that has an impact. Several
studies show that the way the minimum wage is fixed also plays a significant role. In
Columbia, a country with a relatively high minimum wage rate, it has improved the
earnings of families in the middle and upper part of the income distribution, but not
those on the bottom (Arango and Pachón, 2003). It is crucial to set the minimum wage
in a way that minimizes job losses and non-compliance, while protecting the income of
low-paid workers.
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If set correctly, the minimum wage can have a positive impact on wages and formal
sector employment. Brazil is a prime example. Although the minimum wage in Brazil
nearly doubled from 2000 (R$ 266) to 2010 (R$ 510), formalization of the workforce
increased. Several studies find that between 2000 and 2008, 66 per cent of the decline
in income inequality was due to the increase in the minimum wage. Part of this decline
was because social protection benefits levels in Brazil are tied to the minimum wage
(Berg, 2010; Saboia, 2007).
One study in the Cambodian textile sector – one of the only industries covered by
minimum wage in Cambodia – finds that remittances sent by women workers to the
countryside have increased since the introduction of the minimum wage. This has
benefited the rural poor (Saget, 2004, pp. 111-116).
Effects on developed countries
Some studies in developed countries find no evidence that minimum wages lead to
job losses. On the contrary, one of these studies found that in New Jersey’s fast-food
industry, the introduction of a higher minimum wage increased employment (Card and
Kruger, 1995).
Another research initiative in Oregon yielded a similar result, showing that Oregon had
faster job growth than 41 other U.S. states and that low-wage employers added jobs at
a faster rate after the implementation of a higher minimum wage (Oregon Center for
Public Policy, 2005).
Research in Massachusetts, Florida and Hawaii found that there is no correlation
between unemployment and the minimum wage. They found that the effects of the
minimum wage depend on things like the degree of enforcement and the structure of
the minimum wage (McLynch, 2004; Fox, 2006).
Nevertheless, some studies find that minimum wages have a small negative impact on
employment, especially for young workers (Neumark and Wascher, 2007). However,
evidence shows that higher wage levels outweigh these negative side effects (Fox,
2006).
The role of trade unions in setting minimum wages
What is a realistic way to set the minimum wage? It is generally agreed that wages
should reflect the productivity of the economy. If wages increase faster than productivity,
they will eventually produce inflation, and that penalizes wage earners. The minimum
wage should reflect both overall productivity gains and the inflation rate. This ensures
that the lowest-paid workers share in the increased well-being and do not see their
earnings eaten away by price increases. Also, any minimum wage-setting exercise must
reflect national circumstances and priorities.
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To ensure that minimum wages protect workers and increase the standard of living
for them and their families, at least four conditions have to be met when fixing or
adjusting the minimum wage level (ILO, 2008):

1.

Keep the design of the minimum wage system, whether it is a national rate or
a set of rates for different sectors and occupations, relatively simple and easy
to understand. Overly complex systems tend to be the least effective.

2.

Take into account both the needs of workers and economic factors.

3.

Extend legal coverage to the majority of workers, including those most
vulnerable to exploitation, such as domestic workers.

4.

Set up a well-functioning mechanism to enforce compliance.

The minimum wage-setting process should involve full consultations with
representative organisations of employers and workers, as well as independent
people representing the general interests of the country. It is also important to involve
the informal economy in the determination of the minimum wage, especially in
developing countries. The International Labour Organization’s Minimum Wage Fixing
Convention (No. 131) provides good guidance on how and what to address in the
minimum wage fixing process (ILO, 1970).
One of the main challenges for trade unions in developing countries is to refrain
from using national negotiations about minimum wages as a forum to achieve higher
wages for their own constituencies. If they do this, they run the risk of undermining
the minimum wage setting process. They may end up with no consensus, or with
a minimum wage that does not represent a realistic threshold to protect the most
vulnerable in the workforce (Saget, 2008, pp. 25–42).
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7.5. Employment and social protection
Social protection is a country’s system of benefits for people and their families
when they are poor, sick, disabled, out of work, elderly or young and dependent on
others. The benefits may be provided by the state’s social security system, through
private insurance, through personal savings, through various social customs and relief
organizations, or through some combination of these sources (United Nations Research
Institute for Social Development, 2012).
Social security and welfare systems arose in higher-income countries, where they have
always been linked to a person’s status as a citizen and participation in the labour
market. Through employment, people, firms and governments paid into insurance
schemes such as workplace injury insurance, unemployment insurance, sickness,
maternity and health insurance, old-age, disability and survivors’ pensions. Through
taxes, workers and firms paid for protections such as social assistance for the poor,
health care and education.
Organized labour and collective action helped to establish these social security schemes.
They were made possible by the gradual expansion of formal wage employment
and universal labour regulations. These social security systems can only be sustained
through high levels of formal employment.
The ‘de-linking’ of social protection and employment
In Booklet 5, we discussed the shift in macroeconomic policy that has been occurring
since the 1980s, with its emphasis on market forces, free trade rules, and the need to
minimize interference with market mechanisms. This policy perspective sees social
protection more as an after-thought an ambulance racing to address some of the worst
social fallouts of free market policies.

In the drive to improve efficiency when resources are scarce, there has been a growing
emphasis on policies that target certain categories of people who are in greater need.
Targeted social policies usually identify the vulnerable to be those presumed unable
to work – children, the disabled and the elderly, for example. The presumption is that
labour markets provide sufficient support for those able to work. Social protections are
separated from labour market status and employment outcomes.

16

ILO • NATIONAL EMPLOYMENT POLICIES - A guide for workers’ organisations

Poverty reduction strategies are one example of the disconnect between employment
and social protection. These are strategies that poor countries develop with external
partners such as the International Monetary Fund and the World Bank. They describe
the macroeconomic, structural and social policies and programs that a country
will pursue over several years to promote growth and reduce poverty. Often these
strategies are driven by economic policies that emphasise economic growth rather than
employment. The view is that, after the conditions for growth have been secured, social
policies could direct a portion of the resources generated to provide social services
(such as education and health care) and limited assistance to vulnerable populations
excluded from the benefits of growth (the so-called ‘trickle-down effect’).
The de-linking of employment and social protection can also be seen in emerging forms
of social protection in developing countries. Conditional cash transfer programmes, for
example, are not directly linked to job status. These programmes cannot adequately
replace income from wages and the robust infrastructure of social services and benefits,
such as pensions, that have traditionally been linked to employment (UNRISD, 2012).
The linkages between social policy and employment have also been weakened by
emerging trends in labour markets. Those with full employment and full social security
coverage constitute a shrinking share of the total workforce in many countries. In
high- income countries, growth of precarious employment arrangements has meant
new gaps in employment-based social protections. Advances in technology and
communications have dispersed job opportunities around the globe. While good for
productivity and profits, global integration has unleashed competitive pressures to
reduce labour costs. Workers have not always been able to reap the benefits of higher
productivity through improved wages and more robust social protection.
Bargaining power has been shifting in favour of employers, while labour organisations
have lost ground. This has made it difficult to sustain collective action in support of
social protection. With international sourcing, capital has an exit strategy if the costs of
social protection are seen as too burdensome.

17

Why we need to strengthen the connection between employment and
social protection
Employment and social protection policies must stay connected in policy design in order
to frame solutions grounded in long-term, sustainable, employment-centred growth.
There is ample evidence that social protection systems benefit the economy and labour
market. They provide income for consumption to the unemployed, the disabled, the
elderly and other vulnerable groups. They stabilize consumption during recessions,
supporting enterprises until the next growth cycle. Social protections such as health
care and occupational safety increase people’s labour productivity. And social services
themselves generate substantial employment, especially among women. These effects
of social protection on employment are called linkages.
Backward and forward linkages between employment and social protection
Here are some backward and forward linkages found in an International Labour
Organization study of social protection and employment in Burkina Faso, Cambodia and
Honduras (ILO, 2013). These linkages show that employment strengthens the prospects
for growth and social protection and vice versa.
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Social protection’s forward linkages
Human capital
building

Income generation

Fiscal linkages

Social cohesion
and stability

- Schooling, training, employability
- Individual and collective health
- Competitiveness

- Benefit spent on consumption
- Strengthens domestic markets
- Increases GDP

- Generates economic activities which pay
taxes and partially ‘reimburse’ expenditure
- Increases tax base

- Poverty relief and social mobility increase
support for development model
- Mitigates crisis impact, allows for taking risks

Social protection’s backward linkages
- Social and employment services generate
jobs, usually of a good standard
- Strong share of female employment

Employment in
social services

- Enforcement and compliance mechanisms
increase the application of decent work
standards

Labour standard
setting and
enforcement

- Possibility of cash transfers increases
wage levels
- Public policies organize private markets

Social transfers and
services have effects
on markets
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Bachelet’s “virtuous circle”
The Bachelet Report, named after the president of the ILO Social Protection Floor
Advisory Group, links social protection investments with better health, education,
services, stability and income security (ILO, 2011). These things generate more
productivity and employability. They are the prerequisites for a higher level of formal
employment and a larger tax base. These in turn allow for more expenditure on social
protection and employment policies. This is the “virtuous circle”:

Investment in
social protection
Increased tax
revenues

Higher economic
growth

Higher
levels of decent
employment (more
formal, higher
income)

Higher levels of
social protection

Better
education,
health
Income security
Income stability

Higher
employability and
productivity

However, to make sure that the virtuous circle fulfils its promises, a number of conditions
are required. Social, employment and development policies will only result in more
protection and employment if they are properly designed and operated. The strength of
the circle diminishes if the goods and services demanded by social policy beneficiaries
and newly employed persons are not available.
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If the policies are ill-targeted and the benefits are captured by non-target groups, it will cause
further income concentration and fail to alleviate poverty and social cohesion.
Another condition for the success of the virtuous circle is a successful fight against tax evasion.
Without this, the additional employment and economic activity will not create the fiscal space
for sustainable policies.

CASE STUDIES
India and Latin America
In India, expenditure on social protection over the period from
1973 to 1999 had a positive impact on economic development.
Social security policies boosted the productive capacities of the
poor, increased incomes and promoted employment (Justino,
2007, pp. 367–382).
Argentina, Brazil and Uruguay have shown that it is possible
for a high level of economic growth and formal employment
creation to proceed stepwise with the development of an
encompassing social protection model. This, in turn, feeds back
into economic growth by strengthening the domestic market
(Berg, 2010).
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What is a social protection floor?
Social protection floors are nationally-defined sets of basic social security guarantees
aimed at preventing or alleviating poverty, vulnerability and social exclusion. These
guarantees should ensure at a minimum that, over the life cycle, all in need have access
to essential health care and basic income security. They should have the following four
social security guarantees:
•• access to essential health care, including maternity care
•• basic income security for children, providing access to nutrition, education, care
and any other necessary goods and services
•• basic income security for people who are unable to earn sufficient income because
of sickness, unemployment, maternity and disability
•• basic income security for older persons.
The International Labour Organization adopted a Social Security Strategy at its 2011 and
2012 International Labour Conference. The newly adopted international labour standard
Social Protection Floors (Recommendation, 2012) aims at re-establishing the link
between economic, employment and social protection policies. It is a very strong call
for policy coherence and coordination. The strategy emphasizes the need to move from
informal to formal employment and to support universal rights to social security.

What are the policy implications of reconnecting employment and
social protection?
States need revenue-harnessing systems, such as taxes, to sustain social protection.
Taxation systems need high levels of employment to generate the needed taxes and
social security contributions. They should avoid macroeconomic policies that dampen
employment creation.
States may need new forms of labour market regulation to redress the structural
inequities, such as labour market exclusion and low pay in sectors where workers do not
have bargaining power.
A successful social protection floor is one that has strong links with employment policies.
By investing in human capital, the social protection floor contributes to “a settled
and productive work force”. At the level of macroeconomic policy, a successful social
protection floor can also act as a stabilizer during times of recession, providing a basic
income to stimulating demand for goods and services (UNRISD, 2012).
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Active labour market policies: Labour market policies that focus on stimulating
employment and job creation through, for example, public works schemes, hiring
subsidies, vocational training and retraining, and the promotion of small and
medium enterprises and self-employment.
Backward and forward linkages: Ways that one part of the economy benefits another.
For example, there are backward and forward linkages between sectors in an
economy, where goods produced in one sector are components in the production
of goods in another sector.

A-Z

Collective bargaining: Free and voluntary negotiations for regulating relations between
employers and workers. Collective bargaining determines working conditions and
terms of employment. Employers may bargain individually or as a group, and one
or more employee organizations may bargain together as well. Bargaining can
take place in a unit within an enterprise, at the enterprise level, across a sector,
regionally, or nationally.
Contributing family workers: Workers who are family members or live with someone
who is self-employed and help out with the business, sometimes without pay.
Examples might be a small family business or a small family farm.
Counter-cyclical policy: A macroeconomic policy where government stimulates spending
during downturns and builds up ‘fiscal space’ during booms and normal periods of
economic growth.
Decent work: Productive work in which rights are protected, which generates an
adequate income, with adequate social protection. Also means sufficient work, in
the sense that all should have full access to income-earning opportunities.
Discouraged workers: People who want to work, but are not seeking work because
they believe no suitable job is available for them. Under current international
statistical standards, discouraged workers are counted as not economically active
and outside the labour force. They do not show up in unemployment statistics.
Employability: Portable skills and qualifications that enable a person to make use of
education and training opportunities in order to secure decent work.
Employment and income multipliers: Indicators of the number of jobs and revenue that
will be created as a result of a change in a particular sector.
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Employment diagnostic: A research-based statement that identifies the opportunities for
and constraints preventing the creation of decent work in the economy and the
labour market.
Employment elasticity: A numerical measure of how employment growth varies with
growth in output. An employment elasticity is defined as the average percentage
point change in employment for a given population group when there is a one per
cent change in output over a selected period. Knowing the employment elasticity
for a sector allows analysts to calculate how much employment can be created by
developing this sector.
Employment protection legislation: A labour market institution aimed at increasing
job security. Almost every country has at least basic employment protection
legislation in place. Well known examples are hiring and firing rules or restrictions
on the use of temporary workers.
Employment target: An explicit political commitment at the highest level to achieve
an employment outcome within a specified time period. Often, the time period for
attaining an employment target falls within a political cycle, such as an election cycle.
Employment-to-population ratio: A basic yardstick for understanding the overall
demand for labour in an economy. It provides information on the ability of an
economy to generate employment. It is defined as the percentage of employed
persons in the working-age population.
EmPol Gateway: An ILO database that gives information about employment policies
across the world.
Exchange-rate regime: The way a government manages its currency in relation to
other currencies and the foreign exchange market. It is closely related to monetary
policy and the two are dependent on many of the same factors.
Fiscal policy: The measures a government uses to influence the economy. The main
instruments of fiscal policy are government spending (expenditure), taxation
(revenue) and borrowing. Changes in taxation and government spending can
affect things like economic activity and the distribution of income.
Gender gap: In the context of economic inequality, gender gap refers to the systemic
differences in the social and economic roles and wages of women and men. There
is a debate about how much of this is the result of gender differences, lifestyle
choices, or discrimination.
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Green jobs and green economy: Employment that benefits the economy while it
contributes substantially to preserving or restoring environmental quality. Green
jobs are decent jobs that reduce consumption of energy and raw materials, limit
greenhouse gas emissions, minimize waste and pollution, and protect and restore
ecosystems.
Gross Domestic Product (GDP): GDP is the main measure of a country’s national
economic output. It is the total value of all final goods and services produced in a
particular economy.
GDP per capita: A measure of the total output of a country that takes the gross
domestic product (GDP) and divides it by the number of people in the country.
Indicator: A statistical value (such as level of employment) that indicates the health of
the economy or of the employment situation. Indicators allow us to analyse
economic performance and predict future performance. Some examples of
indicators are: unemployment rate, Consumer Price Index and Gross Domestic
Product.
Inflation and deflation: A general increase in prices across the entire economy is called
inflation. When prices decrease, there is deflation. Economists measure these
changes in prices with price indexes. Inflation can occur when an economy grows
too quickly. A declining economy can lead to deflation.
Inflation targeting: A monetary policy in which a central bank attempts to keep inflation
in a declared target range —usually by adjusting interest rates. The theory is that
inflation is an indication of growth in money supply and adjusting interest rates will
increase or decrease money supply and therefore inflation.
Informal economy: All activities that are, in law or practice, not covered or not
sufficiently covered by formal arrangements, such as labour law protection, formal
wages and benefits, and paying taxes. This term also refers to the nature of the
production unit, such as an informal enterprise or household, where economic
activity is taking place without formal regulation as a business.
Informal employment: Work that lacks social and legal protections and employment
benefits. These jobs may be found in the formal sector, the informal sector or in
households.
Informal sector: The informal sector consists of unregistered and small, unincorporated
private enterprises engaged, at least partly, in producing goods and services
for the market. An enterprise is unregistered when it is not registered under
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national laws, such as commercial acts, tax or social security laws, or professional
associations’ regulatory acts. An enterprise is considered small when it has fewer
permanent employees than a certain number (for instance five employees). The
number is set in the national context. An enterprise is unincorporated if it is not a
legal entity set up separately from its owners. This usually means that no complete
set of accounts is kept. When people produce goods or services just for their own
household’s consumption, such as food or childcare, this is not counted as an
informal sector activity.
Labour institutions: The “rules, practices and policies—whether formal or informal,
written or unwritten – all of which affect how the labour market works. They are as
explicit and long-standing as certain labour laws that we have come to consider as
universal rights, but also span the scope of informal practices that reflect the views
of society, as well as short-term policies that fade and resurge depending on the
policy mood” (Berg, J. and Kucera, D. 2008. In defence of labour market institutions:
Cultivating justice in the developing world (Geneva and London, ILO and Palgrave
Macmillan), p. 11).
Labour productivity: Represents the total volume of output (measured in terms of
Gross Domestic Product) achieved per unit of labour (measured in terms of
employed persons).
Long-term unemployment: Usually defined as continuous unemployment for twelve
months or more.
Low-wage employment: The rate of low-wage employment is defined as the number
of paid employees whose total hourly wages at all jobs equal less than two thirds
of the country’s median hourly wage.
Macroeconomics: The branch of economics that studies the overall aspects and
workings of a national, regional or global economy. Macroeconomic models and
their forecasts are used by governments to develop and evaluate economic policy
and by large corporations to aid in formulating business strategies.
Macroeconomic theory: The study of the economy as a whole. It is concerned with
large-scale or general economic factors, such as interest rates and national
productivity.
Macroeconomic policy: Government policy aimed at the whole economy to promote
overarching goals such as full employment, price stability and economic growth. The
main instruments of macroeconomic policy are changes in the rate of interest and
money supply, known as monetary policy, and changes in taxation and public spending,
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known as fiscal policy.
Monetary policy: The process by which the monetary authority of a country, such
as a central bank, controls the supply of money. This is often done by targeting a
rate of interest to promote economic growth and stability. The goals of a monetary
policy usually include stable prices and low unemployment.
Multiplier effect: See employment and income multipliers.
National development framework: A country’s policy and strategy plan that sets out
its priorities for development over a set period of time.
National employment policy: a vision and a practical, comprehensive plan for
achieving a country’s employment goals. It creates a framework that involves and
links all the stakeholders – government, international financial institutions, industry
and social partners such as trade unions and civil society groups.
Objective: A brief, clear and specific statement that describes what a policy will achieve.
Objectives are broad, formal, long-term problem-solving achievements.
Outcome: A concrete statement about the desired effects of a policy. An outcome
describes a measurable change expected to happen within a given timeframe. An
outcome is always linked to an objective.
Outputs: In action planning, outputs are the direct products of actions taken to pursue
policy outcomes.
Own-account workers: Workers who are self-employed, with no formal work
arrangement and no employees except for family members who contribute
without receiving wages.
Policy: A set of related decisions taken by a public authority to achieve a selected goal.
Policy coherence. Policies that are well-synchronized and work together to achieve a
particular goal. The International Labour Organization promotes policy coherence.
For example, its Policy Coherence Initiative for growth, employment and decent
work helps countries to formulate and adopt policy portfolios that support
coherence between the objectives of economic growth and the generation of
decent work for all.
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Policy formulation: The process of identifying, researching and analysing issues to
shape the policy agenda, drafting the policy, and setting out how the policy will be
implemented, monitored and evaluated.
Poverty reduction strategy: An assessment of a country’s poverty prepared by
governments in low-income countries through a participatory process involving
domestic stakeholders and external development partners, including the
International Monetary Fund and the World Bank. A poverty reduction strategy
describes the macroeconomic, structural and social policies that a country will
pursue over several years to promote growth and reduce poverty, as well as
external financing needs and the sources of financing.
Precarious employment: A work relation where employment security, which is
considered one of the principal elements of the labour contract, is lacking. This
includes temporary and fixed term labour contracts, involuntary part-time work
and subcontracting. This term is used to describe the shift in the developed world
away from the norm or full-time, secure work.
Pro-employment budgeting. Preparation of the national budget in a way that
prioritizes employment by setting employment objectives and targets. Proemployment budgeting also means integrating employment into the national
budget by looking at all government revenue and expenditure through an
employment lens.
Productive employment: Employment that pays enough to satisfy the basic needs of
workers and their dependents.
Public expenditure review: A study analysing government spending.
Social dialogue: All types of negotiation, consultation or exchange of information
among representatives of governments, employers and workers, on issues of
common interest relating to economic and social policy. The definition and concept
of social dialogue varies from country to country and from region to region and it
is still evolving.
Social European model: This model promotes sustainable economic growth and high
living standards and working conditions. The big objective must be to create a
more equal society: ending poverty and poverty wages, guaranteeing fundamental
human rights, essential services and an income that enables every individual to live
in dignity. The model includes a commitment to full employment, social protections
for all citizens, social inclusion and democracy.
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Social protection: Social protection is a country’s system of benefits for people and
families when they are poor, sick, disabled, out of work, elderly or young and
dependent on others. The benefits may be provided by the state’s social security
system, through private insurance, through personal savings, through various social
customs and relief organizations, or through some combination of these sources.
Social protection floors: Nationally defined sets of basic social security guarantees
aimed at preventing or alleviating poverty, vulnerability and social exclusion. These
guarantees should ensure at a minimum that, over the life cycle, all in need have
access to essential health care and basic income security. They should have the
following four social security guarantees:
•• access to essential health care, including maternity care
•• basic income security for children, providing access to nutrition, education, care
and any other necessary goods and services
•• basic income security for people who are unable to earn sufficient income
because of sickness, unemployment, maternity and disability
•• basic income security for older persons.
Structural change: A long-term shift in the structure of an economy, from low- to
higher-productivity activities across broad economic sectors. For example, parts of
a subsistence economy may transformed into a manufacturing economy.
Supply-side economics: An economic theory that rose to prominence in the 1970s. It
argues that bolstering an economy’s ability to supply more goods is the most
effective way to stimulate economic growth. It seeks to augment demand by
cutting taxes, reducing regulations on businesses and lowering prices through
increased production.
Target: A measurable level that is expected to be achieved by a given date. The
achievement of targets can be monitored through the use of indicators.
Trade liberalization: The reduction of tariffs and other measures that regulate
commerce across borders.
Tripartite: Consultations that involve three partners, such as consultation that involves
government, employers’ organizations and trade unions.
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Underemployment: This term describes workers who, when asked, say they are willing
and able to work more than they are currently working, according to a defined
threshold of working time.
Vulnerable employment: The International Labour Organization refers to own-account
and contributing family workers as being in vulnerable employment. The scale of
vulnerable employment is far greater than that of unemployment. For example,
there are 14 times more vulnerable workers in South Asia and East Asia than
unemployed workers. In 2007, five out of ten people who worked were either
contributing family workers or own-account workers.
Working-age population: People age 15 and older, although this may vary slightly
from country to country. The ILO standard for the lower age limit is 15 years.
Working poor: Employed people who cannot bring themselves and their household
out of poverty, either because their incomes are too low or because they cannot
get enough work, or for both reasons.
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