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Introduction

The history of the ILO is characterized by a lomght to put employment at the heart of
development strategies. Cautious about the linfithe growth trickle down effect, the ILO
always emphasized that the economic growth objecsivould be reincorporated into an
integrated development strategy, in which growtanamportant aspect but should be given
no more importance than the creation of produgbes, the improvement of working and
living conditions, the development of workers rigjhthe fairer distribution of income and the
meeting of basic human needs.

In the present debate on globalization, it is inguor to analyse the ILO contributions to
alternative thinking about development theory arattices.Indeed, one can see since the late
1990s, a large-scale intellectual counter-offenfiom mainstream thinking designed to reinforce
the neo-liberal integration project on the basighaf hypothetical virtuous relationship between
liberalisation, growth and poverty reduction whialould justify the prescriptive side of the
dominant discourse and notably the priority accaregrowth in development policies

At the oppositethe ILO approach is marked from the beginningabyiultidimensional policy
framework, in which economic issues are not isoldtem the social sphere, but are part of
an integrated strategy to improve the living andkiay conditions of the population. The
Preamble to the ILO’s 1919 Constitution is cleanwththe philosophy of the ILO, “Whereas
universal and lasting peace can be establishedibinlig based on social justiceWithin ILO
paradigm, poverty is not just a problem of the pdtois a challenge for all defenders of socialijes
and all seekers of sustainable growthdeed, in awarding the Nobel Peace Prize to the
International Labour Organization (ILO) in 1969etNobel Committee referred to the motto
enshrined in the foundations of the ILO's origibailding in Geneva, "Si vis pacem, cole
justitiam™ - "If you desire peace, cultivate justit From this perspective, is remarkable that
the ILO is one of the few international instituttoconcerned with the fight against injustice, hiaials
and privation to large numbers of people and abmitnability to close the widening gap between the
rich and the poor.

The fact that the ILO mandate includes social gastopened the way to some innovative
approaches on growth patterns, putting employmedtradistribution first and not growth
per se as always did the mainstream doctrine. High graathot considered by the ILO as a
sufficient condition for poverty reduction; the fgah and sources of growth as well as the
manner in which its benefits are distributed areadly important from the point of view of
achieving the goal of poverty reduction and sogiatice. And employment plays a key role
in that context. Indeed, countries which attainggh hhates of employment growth alongside
high rates of economic growth are also the ones whoceeded in reducing poverty
significantly.

The ILO raisedhe problem of the place and nature of growth ietlgoment policieslts voice
has been more or less powerful according to thegernd the regions. The 1970s can be
seen as the “Golden Age” of the ILO where it playelley role in redefining development
priorities and strategies asp many cases in the past, growth had producedeased
unemployment, widespread underemployment, conditiermflation of prices and a fall in real



wages: During the 1970s, a gradual shift in developmeirtking took place from an almost

exclusive preoccupation with growth rates to concaiso with equity, poverty and

employmert. This shift originated in a perception that despite relatively favourable

growth rate being achieved, there often appeareoettnadequate progress in overcoming
hunger, malnutrition, and illiteracy. In particulathere was growing concern with the
employment problem and worsening income distributidexperience had shown, in

particular, that the growth of productive employmtanded to fall far short of the growth of
output.

The ILO was concerned with the faatonomic development has neither progressed adly&s

it was hoped, nor has it fulfilled the promises axgectations that were placed in it in terms
of better living standards for the masses. Thisalgaunacceptable and politically dangerous
situation was, moreover, unlikely to improve in thear future according to the ILO at that
time2 In that context, the ILO launched the World Empient Programme in 1969 as a
result of the awareness of the need for a masdtaezkaon world poverty through an
appropriate strategy for development sensitivedth employment and income distribution
issues and not only growth.

The ILO activities are marked by the awarenessghahomic development will not of itself
necessarily bring about a substantial increaseval$ of employment nor tackle poverty. A
high rate of economic growth is necessary for pigvezduction; but that is not sufficient.
Thus, employment is a major route out of povertyaaseconomic growth to be effective in
reducing poverty, policies relating to employmemd alabour market, including human
resource development, play an important foléie importance of employment in the context
of poverty stems from the fact that poor peoplg neainly on the use of their labour power —
whether as wage- labour or in self-employment -@aming their livelihood. But there are
groups of poor who are at a serious disadvantagerntete for employment in the market
place and who are excluded from access to decetkt Whus, employment creation policies
are the essential instrument for raising livingngi@rds and widening access to inconTéss
growing realization have led large numbers of dayiglg countries in recent years to devote greater
attention to the need to make a conscious effortititse more fully their human resources for
development and ask the ILO technical assistandefine national employment strategies.

The ILO and development issues: First steps

ThelLO was created in 1919 as part of the Treaty of \flkgsahat ended World War 1. It
grew out of nineteenth-century labor and social eme@nts which culminated in widespread
demands for social justice and higher living stadddor the world's working people. The
ILO tripartite structure is unique among world argations in that the representatives of the
workers and of the employers have an equal voitle thbse of governments in formulating
its policies.Another key characteristic of the ILO is that iischored in social justice as stated in the

11LO, 1968, “Fifty years of social history: a stiital outline” in Year Book of Labour Review (Geae ILO),
p.31.

2 Jolly, R., L. Emmerij, D. Ghai and F. Lapeyre, 200N contributions to development thinking andgpice (
(Bloomington: Indiana University Press), p. 111.

?ILO, 1969, The world employment programme — Repbthe Director-General to the international labou
conference (Geneva: ILO), p.5.

* Islam R., 2003, Labour Market Policies, Economiow&h and Poverty Reduction: Lessons and Non-Lesson
from the Comparative Experience of East, South-BadtSouth Asia, Issues in Employment and Poverty,
Discussion Paper 8 (Geneva: ILO)



opening phrase of the Constitution of the ILO, thdfin 1919. Moreover, the Declaration of
Philadelphia, adopted by the ILO in 1944 and anddgets Constitution, makes it clear that poverty
constitutes a crucial problem to tackle as it is ofthe biggest obstacles to peace and sociatgust
As the Declaration stated, “poverty anywhere ctuists a danger to prosperity everywhere” witile
firmly established the notion that economic andiaopolicies were interdependent by
stressing that "All human beings, irrespective afer, creed or sex, have the right to pursue
both their material well-being and their spiritwdvelopment in conditions of freedom and
dignity, of economic security and equal opportunityt is the responsibility of the
International Labour Organization to examine andsater all international and financial
policies and measures in the light of this fundatalerbjective."

The ILO has witnessed widespread human sufferitefe@ to the 1930s world economic
crisis and it was the only part of the League ofidde system which survived the Second
World War that has devastated the world. The GBegiression with its resulting massive
unemployment soon confronted the ILO with majorliemges. During the first half of the
1930s, the world economic crisis has run out withwinging the hope of general recovery to
fruition. Unemployment had stood at a height nensmorded in the past, world trade had
crashed and world prices had fallen to incredibly levels so as wages. The ILO was clearly
on the heterodox side in the 1930s sharing Keymsegpticism about the faith in the
benevolent operation of economic law and markdfsegulating mechanisms and supported
the demand for systematic collective action: (egnping and deliberate interference by
government with the economic structure in orderathieve certain social objectives, (b)
unemployment insurance and other social insurammesiding against sickness and old age,
(c) provision of public work through large scalebpa investment and (d) the reduction of
hours of worl® In the interwar period, the ILO has promoted frfployment oriented
policies to secure peace and exit the great dapresls has promoted new approaches to
economic policies based on Keynesian ideas sucla@ge scale programs of public works.
Even if the world economic context in the 1930s wgainst League of Nations and ILO’s
proposals for coordinated worldwide economic pekcito combat the world economic
depression, the World Economic Conference of 1988tiated the original approach of the
ILO.

The ILO analysis of the crisis and recovery pobcveas directly linked to the fact that full

employment was made a concern of the ILO by itsding fathers; and this objective was
reinforced twenty-five years later by the Declaatof Philadelphia which recognised “the
solemn obligation” of the ILO to further among tN&ations of the world programmes to
achieve, amongst other things, “full employment #m&l raising of standard of living”. The

Declaration of Philadelphia and ILO work in theelal940s and 1950s reflected the
Contribution of the ILO to the UN work to build @&w prosper and peaceful world after the
Second World War. ILO labour standards were an mapd contribution to the human rights
approach of the UN.

The ILO attempt to put employment and social pricdecat the heart of the international
development agenda was unsuccessful as in the samaehe Bretton Woods institutions
became hegemonic and set the rules of the emergew world in a context of
decolonisation. Nevertheless, at national level) lhas implemented technical assistance
programs to develop vocational training and prodectobs in the industrial sector,
emphasizing before other UN agencies the importariceuman capital for growth. ILO
contributions were also important in ECOSOC to putarthe principle of full employment,

® ILO, 1935, Report of the Director (Geneva: ILO)7 p
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leading to the ECOSOC, Resolution on full employmeh 1950s and the following
Schultz/Lewis group of expert reportMeasures for the economic development of
underdeveloped countries were it was stated that the main remedy to uneynpémt and
underemployment was to create new employment oppitigs both in agriculture and new
industries.

The ILO in the late 1960s was aware about two mehjatlenges: the painfully slow progress
of the developing countries towards economic deweknt; and the second was the rapid
growth of their population, which, in many of thesmuntries, was largely cancelling out the
benefits that could derive from such economic pgegras has been achieved. It was clear that
the result achieved, in terms of rates of econayroevth and of higher standards of living had
been on the whole disappointing while the econopnagress that had been achieved had
benefited only a small section of the populationt Br the ILO, this trend, if continued,
could have explosive social and political consegaenin the futufe Facing this major
challengethe ILO Director General, David Morse, stated @69, the year in which the ILO won the
Nobel Peace Prize: “Let us make it possible fouritgenerations to look back on this great 50th
anniversary Conference as marking the beginningnoéra — an era when the instincts of solidarity
among the peoples of the world were effectively itiwdd in a concerted, worldwide attack on
poverty.”

The World Employment Programme

In the1970s,the perception by a whole category of developmspartialists that growth had been
uneven and had had no effect from the point of vidwmproving the lot of the most deprived,
translated into the development of a new schoathotight putting forward the idea ofal-
development. This was defined as the outcome of growth by uadity which had been pursued
by most of the countries in the third world by atilog a copycat path of development compared
to the one in the countries which are now develogapid growth had led to the emergence of
modern production enclaves delivering a westernigestyle and consumption pattern to an elite,
with the rest of the population being pushed to mh&rgins. The consequence was perverse
growth based on the production of luxury goodshie domestic market, while the majority of the
population had no access to essential goods, étdrsdbeing under-developed for want of solvent
demand.

When the first development decade drew to closeretlvas an emerging convergence of
views on the need for development policies to foousre specifically on employment
generation and reduction of poverty and inequaliti€hus the focus of attention shifted
towards the working poor and equity issues — ecaiityng different socioeconomic groups,
between rural and urban areas, between North amthSbetween men and women. As
Dudely Seers put it: “The questions to ask abatauntry’s development are: What has been
happening to poverty? What has been happeningetuality? What has been happening to
unemployment? If all three of these have beconsedesere, then beyond doubt this has been
a period of development of the country concernédnk or two of these central problems
have been growing worse, especially if all threeehat would be strange to call the result
development even if per capita income doubled”.

®ILO, 1969, The world employment programme — Repbthe Director-General to the international labou
conference (Geneva: ILO), p.4.
" Seers, D., 1969, « The meaning of developmentterdational Development Review, 11, no. 4, p.3.
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This new context led to a proliferation of works ander to define innovative development
strategies designed to improve living and workimgditions for the populations, and first and
foremost the pooresf major challenge facing the ILO was how to propssategies and
policies that would directly and quickly reduce pdy and raise the living standards of the
poor people in developing countries. The 1969 repithe ILO director-general was devoted
to a detailed analysis of the employment and pgyadblems in developing countries which
led to the ILO initiative in the form of the Workimployment Program. The WEP established
by the ILO provided interagency advisory employmergsions, a global research program,
regional employment teams and national projects.ohjective was to make productive
employment for large numbers of people a major gbalational and international policies
for development. During the 1970s, the ILO has mtad new development strategies that
were described using the terms “employment oriéntédasic human needs” and
“redistribution with growth”.

The employment-oriented strategies emerged froesearch network on the one hand and on
the other from the reports of the comprehensiveleynpent missions composed of academic
researchers and officials from the ILO and other &fj¢ncies. Between 1970 and 1976, the
ILO organized comprehensive employment mission€®ombia, Sri Lanka, Kenya, Iran,
Philippines, the Dominican Republic, and Sudan.

The redistribution with growth approach emergedrirthe ILO’s employment mission to
Kenya, headed by Professors Hans Singer and Ricludisd Their report proposed a broad
strategy of “redistribution with growth”. The geaébbjectives of the proposed strategy were:
“(a) continued expansion of the economy, (b) wislearing of the benefits of expansion, (c)
national integration of the economy; and (d) a otidm of extreme imbalances and
disparities The report argued that rapid progress in povestuction could be made by
allocating an increasing share of the annual inerdgrof a country’s growth to investment in
the credits, assets and skills of the working pdbis would be redistribution with growth, a
mean to accelerate the growth of income of the ggiowithout reducing the income of the
better-off.

In the ILO, the basic need approach was develogepaa of the preparatory work for the
1976 Tripartite World Conference on Employment,oime distribution and Social progress
(WEC). It grew out of the ILO’s earlier work on elapment-oriented strategies. The WEC
endorsed this approach and adopted a wide-rangiogrgm of action at national and
international levels to achieve the objectives ehunerative and satisfying work and the
meeting of essential human needs for all. The bastds approach foresaw the need to view
development policies within a broader framework pairticipatory processes and human
rights. According to the ILO approach to tackle @y, a policy for overcoming poverty
should be defined as a policy to ensure that ewelys minimum needs could be satisfied.
The ILO concept of minimum human needs includeth@first place, physical needs (what is
necessary to stay alive and maintain working capaddut it includes also what are
commonly called social needs which are relateditndn dignity’

The cornerstone of the ILO basic need strategy thasidea that a greater increase in
employment and a more equitable distribution obme should entail a greater increase in
the demand for essential consumer goods as compdtedon essential consumer goods and
services while the former was much more labournsitee and so a mean to create both

81LO, 1973, Activities of the ILO 1972 - Report thie Director-General (Part 2) (Geneva: ILO), p. 5.
°ILO, 1970, Poverty and minimum living standard@eport of the Director-General, part 1 (Geneva:)lLD7.

6



employment and income for the poorest. One esseasieect of the ILO approach was that it
was a labour intensive or employment oriented aggrato economic development. As a
consequence, an important policy issue was to mater the degree to which a labour
intensive approach could appropriately be applethé definition of the growth strategy. The
objective was helping countries to combine emplaynpelicies and development policies in
such a way as to further simultaneously both thplepment and growth objectives.

Here are some of the main contributions of the tb@evelopment thinking in the 1970s:

1. The main problem of employment in poor countriesswaot seen as
widespread unemployment but rather one of lack evhunerative work
opportunities due to low productivity.

2. The focus of attention shifted toward the workiregppand toward overworked
women in both rural and urban areas.

3. The central objective of these policies was toerdlse incomes, assets and
productive potential of the vulnerable and pooug

4. Employment strategy is tantamount to an integra®lopment strategy and
employment generation can’'t be divorced from pe8cion industry,
agriculture, services, credit, education, trainimgglth, etc.

5. A basic-needs oriented policy implies the partitgraof the people in making
the decisions that affect them

6. The WEC stressed the importance of measures tooiwapthe status of
women.

7. No universal strategy: the specifics of developmsirategy focused on
generating employment opportunities and meetingicbhaseds would
necessarily vary from one country to another depgndn the social,
economic and political situation.

8. New strategies different from earlier growth-ceatkstrategies

The ILO, structural adjustment and globalization challenges

In the 1980s, the ILO continued its work but it wasceless to set up the global agenda
which was centered on structural adjustment. Bnéf¥mods institutions were the main actors
to define the priorities of structural adjustmenbgrammes. Growth was back as the main
policy objective while employment and social isswesre not anymore at the heart of
development strategieB the early 1980s with the debt crisis in the Soamd the neo-liberal
counter-revolution in the North, the social dimemsand the critical reflection on growth once
again virtually vanished from the formulation ofvéépment policies. The structural adjustment
programmes were dominated by the objectives of ommonomic rebalancing and
microeconomic transformations in order to createmvironment favourable to the market forces
which were now seen as the drivers of growth amdtenal’ development path.

During the 1990s, the ideology of growth in theniework of globalisation crystallised into the
hegemonic reading grid of the restructuring operetiunderway at the global level and the
associated issues. These restructurings of theitmormslfor accumulation were facilitated by the
dominant discourse which is marked by its veryrgjréunctionality vis-a-vis the new demands of
the capitalist system. Yet the legitimacy of thiscdurse on globalisation and its prescriptive
aspect — structural adjustment programmes seekingeet the conditions for advantageous
integration into the global economy — relies uploe dynamism of the global capitalist economy.
The universal policy prescription from the BretMfoods institutions was based on a revised version
of the well-known theory of the “trickle-down” thatould result from the activation of the following
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virtuous circle: liberalization leads to integratjonvhich leads to economic growth, which leads to
poverty reduction. Given the strong correlationwsstn growth and poverty reduction, structural
policy reforms were presumably designed to achieffeciency and growth objectives, and also
promote poverty reductioh The early 1990s was a period of global utopia. ffeed towards more
integrated world markets was perceived as offeaitgige potential for greater growth and presenting
Elnparalleled opportunity for developing and posthomnist countries to raise their living standards

The hegemonic discourse on globalisation and lilsatéon appears as a totalitarian project
that closes the door to a critical thinking on gattof growth and integration into the global
economy. There is only one possible way of achgggrowth and reducing poverty, which is
to become integrated into the global economy. Tlaeeetwo levels of responsibility within
the global economy: the responsibility of each d¢purto adapt to the standards of
globalisation and that of the new world order toamguntee better conditions for the
accumulation of capital at global level by using #bility to intervene or impose sanctions in
a bid to make those, who disrupt the world ordemdnich the dynamic of globalisation is
based, see sense.

Growth therefore should no longer pose a problemallifmeasures are taken to become
integrated into the global economy and if all resesa are focused on these core high-
performance activities. The development opportasjtivhich are available to all, depend on
how well the country is opened up and how well ieets with the internationalisation
standards. Only those countries that will firsthiysere an environment conducive to the
arrival of transnational companies and secondlgdmable of taking part in the new division
of labour within the global economy, will be able advance their economy. The other
countries will have to review their policies andagtgies so that they can understand where
and how they can form a link with the emergentrimaéional production system.

The neoliberal discourse on globalisation is ora kieralds adaptation to globalisation and is
based on the objectives of flexibility and compegibess in relation to the standards of the
globalised economy. The development strategy chamegi by the EU and by the Bretton

Woods organisations is based on the hypothesiseofittuous progression of liberalisation,

growth and poverty reduction which would justifyetiprescriptive side of the dominant

discourse and the priority accorded to liberal@afolicies in structural adjustment policies.

Growth helps the poor and liberalisation helps dmuhis is the core of the new development
strategies promoted by the IMF, the World Bank,WAEO and the European Commission.

It is very interesting in this connection to shdwe tspectacular gulf between the vision of the
world disseminated by the elites who favour thelibecal globalisation project and the reality of
the backward social phenomena at the global level:

» On the one hand we have the dominant discoursedbapon the ideas of convergence, growth
and improvement of the living conditions of the plgtion via globalisation provided that
effective and appropriate political orientations adopted.

* On the other hand, we have the recognition —iwithe United Nations system itself and,
especially the ILO — of the intensification of polye inequalities and exclusion at global level:

¥ Dollar D. and A. Kray, DOLLAR D., 2000, Growth g®od for the poorPolicy Research Working Paper, n°
2587 (Washington: World Bank).

" Lapeyre, F., 2004, Globalization and Structurajustiment as a Development Tool, Working Paper 31
(Geneva : ILO), p. 8.



the increase in inequalities, the informalisatidreconomies, increasingly precarious conditions,
the rise in poverty and the deterioration of theiadond.

The reality of the social problems in developingiminies poses a profound challenge to the
righteous sequence of liberalisation, growth amldicéon of poverty, which forms the basis of the
descriptive aspect of the dominant neo-liberal @isse, and in particular the central place that
liberalisation policies hold in structural adjustmeolicies. In this context, caution is needed
when it comes to development policies shifting etigles to fight poverty, where any discussion

of redistribution and employment is put aside toufoand reaffirm growth as the key objective.
Economic growth is one of many aspects of developmédich is a wider, more complex, and

not solely economic process. The failure of stmadtadjustments show that it is not enough to
liberalise in order to improve the living and wargiconditions — quite the contrary!

The ILO World Commission recognized in its 2004aetghat globalization has opened the door to
many benefits. It has promoted open societies ard economies and encouraged a freer exchange of
goods, ideas and knowledge. In many parts of thédwmnovation, creativity and entrepreneurship
have flourished? But in the same time, it stressed that while fame globalization has generated
wealth and welfare, it is also a source of perstdteequality and social exclusion. Growing inségur
and a sense that the rules of the game are ursfadr given rise to frustrations in the hearts of ynan
individuals and their families. Questions of legiéicy and sustainability have led to increasingly
acrimonious exchanges, most visible in the protéss$ regularly accompany major meetings of
international financial and trade institutions. Anbat are people worried about? Jobs, to begin.\ith
There is growing concern about the direction glizadibn is currently taking. Its advantages are too
distant for too many, while its risks are all t@al: Its volatility threatens both rich and poonniense
riches are being generated. But fundamental prablefrpoverty, exclusion and inequality persist.
And those issues are at the heart of the ILO carscer

In the 1990s and the 2000s, the issue of the sdor@nsion of globalization became more
and more important and the voice of the ILO becamoee powerful. In the series of World
Conference which took place in the 1990s, the ILu@pleasizes that growth can be an
important means of human development, if associati#ld redistributive, labour-intensive,
and basic needs oriented policies. But it can &lsovery disruptive when the process of
accumulation escapes social regulation framewodks] leads to social fragmentation,
polarization, and exclusion. New economic and dquidicy to fight social exclusion must
increase individuals’ capabilities and empower themrather than compensate the
marginalized for the consequences of exclusion, explect hypothetical “trickle-down”
effects from growth to solve social problems. Thainmobjective is to increase citizens’
future prospects throughcapability-enhancing policy approach that is intended to develop
freedom of choice. This involves access to incoraregating activities, the fulfilment of
basic needs and the core social rights of all adb#st way for the eradication of poverty and
social exclusion. It requires that new rules farbgll and national governance. Governments
and International Agencies should promote activenemic, social and environmental
policies, and promote and protect human rights fandamental freedoms on the basis of
democratic and widely participatory institutions.

The recommendations of the ILO World Commissiorttensocial dimension of globalization
and the ILO decent work approach are key contrimstiin this directionGlobalization should
be judged by what it delivers. Although many of il of the world today — poverty, the lack of

12\World Commission on the Social Dimension of Glatstion, 2004, A Fair Globalization — Creating
Opportunities for All (Geneva: ILO), p.3
131LO, Report of the Secretary General, 2003, Wagldnt of Poverty (Geneva: ILO), p.6.
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decent work, the denial of human rights — existed)lbefore the present phase of globalizationgther
has been growing exclusion and deprivation in gemtagions of the world. For many, globalization

has dislocated traditional livelihoods and localmoaunities, and threatens environmental
sustainability and cultural diversity. As the cumreprocess of cross border interaction and
interconnectivity gathers speed, there is increpgiebate not only about inequalities between
countries but also about inequalities within coiastr and its effects on people, families and
communities. These concerns lie at the heart dfigml The debate on globalization is fast beconagng

debate on democracy and social justice in a gletahomy and not only a debate on gropghse.

Pro-poor Growth: Towards new growth patterns

There is a long history of ILO work on employmerst @ crucial instrument in the fight against
poverty; and it has evolved over tima.the course of that evolution, the focus of whiks also
undergone a change. During the 1970s and the 188§spd deal of analytical and policy-oriented
work was supported by the ILO on development sgiagein general and on rural and urban informal
sector employment in particular. This was complet@giby technical cooperation work on promoting
productive employment — especially focusing on Iruran-farm employment, the urban informal
sector, and labour-intensive infrastructure.

According to the ILO paradigm, effective pro-poaogth cannot be based on the “trickle-down”
assumption — not even when associated with caphbugitging and empowerment measures to
strengthen the chances of the poor to participategrowth and its benefitsSeveral distinct
scenarios, leads to a growth pattern with poor chpm employment creation and poverty
reduction as can be documented from contemporargreence:

1. Low output elasticity of demand for labour. Economic growth may have low
employment intensity due to inappropriate econgpoiicies and institutions.

2. Employment impact of high growth offset by the countervailing contraction of
employment induced by economic reform under globalization, thereby resulting in a
low observed output elasticity of employment.

3. Economic growth could lead to a high rate of growth in employment of a kind for
which the poor do not possess necessary skills. While this phenomenon may have
been widely prevalent among developing countries

4. Growth might also fail to reduce poverty if the distribution of scarce productive
resources - land and physical capital - is highly concentrated. The scarcity of
productive assets in this case dictates a very aighincreasing share of income for
them.

Alternative structural adjustment policies are segy, with a more favourable distributive impagt o
the poorest. Poverty reduction and income distidiouare not exclusive, but must go hand in hand to
make globalization work for all. Politics and inedjty do matter: this is one of the most important
lessons to be learnt from the past 20 years oftstral adjustment. The other major lesson is thertet

is not always a trade-off between economic efficjeand social equity, but that they coexist in an
area — combining a logic of accumulation and onesagial justice — where each of them is
strengthening the other and contributes to the gemee of a virtuous circle. Thus, what is needed is
growth policy that incorporates equity as a foretjit rather than an afterthought, by shifting the
ideological debate, so that the cost and limitgrofsth are viewed as critically as the costs ammitdi

of redistributionso

The experience of countries, which succeeded indied poverty significantly, indicates the

importance of sustained high growth in achieving tlsult. However, studies on poverty are
replete with an equally important finding that higtowth alone is not adequate; the pattern
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and sources of growth as well as the manner intwitscbenefits are distributed are extremely
important from the point of view of achieving theaj of poverty reduction. And in that
regard, the importance of employment as the kéydetween growth and poverty alleviation
is often pointed ou't!

The ILO has emphasized in various studies over gastdes the existing virtuous circle of
economic growth and poverty reduction via growtheofployment with rising productivity,
and reduced poverty creating the possibility otHer increases in productivity and higher
rates of economic growth. While this propositiors Is@rong intuitive appeal, there is some
scattered empirical support for it too. For exampleomparison between the experience of
pre-crisis East and South East Asia on the one Aadd&outh Asia on the other clearly shows
much higher employment elasticity of economic gitowt the former where the record of
poverty reduction was also much more impressive.

The ILO played a key role in supporting this kirfdegidence that needed to be compiled and
analysed more systematically in order to make & dassan employment-intensive growth
strategy. In other words, the ILO has contributechilarge extent to strengthen the nexus
between economic growth, employment and povertgvition which needed to be fully
articulated and empirically substantiat€bnceptually, the linkage between output growth,
employment and poverty can be analysed at bothareawt micro levels. At the macro level,
the linkage between poverty in its income dimensiod output growth can be conceptualized
in terms of the average productivity of the emptbyeork force which in turn gets reflected
in low levels of real wages and low levels of eagsi in self-employment. At the micro level
of a household, the same linkage between povedyeamployment operates through the type
and low productivity of economic activities in whithe earning members of a household are
engaged, the low level of human capital of the menslwf the workforce, the dependency
burden that limits participation in the workfora@md the mere availability of remunerative
employment.

The above ILO analysis has important implicatioos development strategies and policies
for accelerating growth and poverty reduction. \WWhémployment and labour market
variables emerge as significant in making growthpoor, it needs to be borne in mind that if
treated separately from the overall developmeratesly, employment cannot serve as an
effective route out of povertfEmployment outcomes of alternative strategies amlctips
must be considered as one of the major criteritoiimulating them (i.e., the strategies and
policies). This is particularly important when roes to the formulation of macroeconomic
policies and policies relating to specific sectdrshould be possible to integrate employment
concerns into the process of formulating such pEdicA pro-employment macro policy
regime would take into account the possible effeftsariffs, exchange rate, and taxation
policies on the growth of sectors and sub-sectwsdre by nature more labour intensive than
others. Integration of employment concerns showtd alssociated with the adoption of
measures to track the employment intensity of gnowtsee whether growth is taking a pro-
poor character.

The importance of an employment focus is immedyadélvious in the context of the goal of
reducing income poverty, since the only way oupaoverty for most poor people is to raise
the quantity and quality of their employment — ertin the wage sector or in self-employed

14 |slam, R., 2004, The Nexus of Economic Growth, Exyment and Poverty Reduction: An Empirical
Analysis, Issues in Employment and Poverty, DiscusBaper 14 (Geneva: ILO), P.1.
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activities®. ILO work has argued that in order to achieve tjsl it won't be enough to
concentrate efforts on raising the rate of growthper capita income. Growth rate will
certainly have to be accelerated in most counthes,this will have to be accompanied by
efforts to make the growth process more labour aeling (raising the ‘elasticity factor’) and
to remove the impediments the poor people oftee factaking advantage of employment
opportunities (improving the ‘integrability’ factorA growing body of empirical evidence
testifies to the importance of an employment-ogdngrowth strategy for translating rapid
growth into equally rapid poverty reductidh.s in this sense that employment is the basic
route for escape from poverty. The linkage betweeployment expansion and poverty
reduction, however, has many facets and approprafgoyment-related interventions for the
reduction of poverty could be classified underftiilwing sets of policies:

1. Rapid labour-absorbing growth providing the poor with productive and remunerative
employment .

2. Conversion of the poor into productive entrepreneurs engaged in self employment. Growth
induced employment generation, as outlined abeveften perceived as a strategy exogenous
to the process of poverty reduction. In contrdsg, gromotion of self employment among the
poor, by converting them into micro entreprenewmld be an efficient growth strategy
endogenousto the process of poverty reduction.

3. Increasing the productivity of the poor workers both in wage employment and in self
employment. Increased productivity leads to an increased deniar wage labour which is
translated into increased employment or wages ¢h. daocreased productivity of the self
employed workers directly raises their income.

4. Improvement and adjustment in the skill composition of the poor members of the society so

that they can compete for employment in a labour market in which the skill composition of
demand for labour changes rapidly. This is closely related to, yet distinct from, fhreceding
policy. Endowing the poor with skills is not an eror-all process.

5. Appropriate terms of exchange for the produce of the poor. Given the employment
productivity of the poor, the higher the termsrafde of their output the easier it is for them to
escape from poverty. Ensuring appropriate termdrade for the products of the micro
entrepreneurs and the small farmers is an effeataseof alleviating their poverty

7. Specially designed employment opportunities for the labour-disadvantaged households.
Not all poor households have the ability to ben&ftm employment opportunities that
economic growth offers in a market economy. Lalrespurces available in a female-headed
and female-labour-intensive household would oftenaba disadvantage if labour-intensive
economic growth of the usual kind is the principakrument for poverty reduction.

8. Caution in the design of labour market interventions in protecting vulnerable workers by
ensuring security of employment at living wage. Concerned policy makers have often felt that
in a market economy the workers are at a seri@algantage relative to the employers in the
bargain concerning employment and earning.

The ILO and National Employment Policy (NEP)

The NEP is a key component of a strategy aimin@&inoting sustainable economic growth,
social development and poverty reduction. The ntis@aming of an employment approach
through an integrated policy framework is preseriigdhe ILO with a view to contribute

5 Osmani, S.R., 2005, The Role of Employment in Rrtimg the Millennium Goals, Issues in Employment an
Poverty, Discussion Papers 18 (Geneva : ILO)
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towards the achievement of the Millennium Developtn&oals which is at the top of
governments and donors priorities.

The employment policies package presented in thié MBbased on the identification of main
employment and decent work problems and challemgesh was done during the previous
phase dedicated to a participatory labour markieiason analysis. The NEP need to be
effective a large consensus on priority policiesattkle these problems at the country level,
requiring a robust presentation of the rational jastification for these priorities.

Moreover, the multidimensional policies containad the NEP document require well-
coordinated actions and commitments of all govenimenistries and agencies, in order for the
employment objectives to be fully realised. In thantext, its implementation entails that all
Government agencies integrate in their policies@ondrammes, the elements of this policy that
maximise productive employment, including improvemsein working conditions. In view of
the challenges of regional and global integratithe, priority objectives of the NEP is to
contribute to an enabling environment for sustaiaednomic growth and poverty reduction
by promoting the goal of full employment in natibreconomic and social policy and
securing of a sustainable livelihood through futbguctive and freely chosen employment
and decent work.

Developing countries needs to improve their cagatit anticipate, trigger and absorb
economic and social change. This requires an emaayfriendly environment, an
appropriate tax system and regulatory framework ar&l-functioning labour markets
allowing more flexibility combined with employmeseécurity to meet the needs of enterprises
and workers. This should also contribute to premgnthe emergence of segmented labour
markets and reducing informal economy.

The structural constraints in the economy must @tegly receive policy emphasis at all
institutional levels to remove impediments to praddty, competitiveness, FDI
attractiveness, full employment and decent worke NEP is based on a clear understanding
of the country macroeconomic, microeconomic, ecdnosiructure and labour market
situation. In the case of low income developingritaas, it will consider an integrated policy
framework which will reflect the fact that, in mosases, the rural sector is the dominant
sector and a majority of the population depend gnrcalture for employment and livelihood.
It will also recognise that micro and small entesps from the informal economy are
important sources of employment and incomes pdatilguin rural areas; indeed, the majority
of the population relies othe informal sector for its subsistence. The roadards full
employment and decent work is linked to structtnasformation of this part of the economy
and to a transformation of the economic structardiversify the sources of earnings for poor
people, and to take advantages of the new opptgsmesulting from globalization.

To promote the success of the NEP, governments masttain sustainable and favourable
macroeconomic policies mainly through a pro-poamwgh strategy, pursue vigorous human
resource development, provide basic infrastructappropriate financial services and
additional incentives to support private sectortlas engine of economic growth and job
creation, develop targeted policies for vulneragl®ups and, finally, mainstream the
employment dimension in the whole public policy nmgkand budgeting process.

From this perspective, a new approach to the etiafuaf public investment proposals and
programmes is needed to provide a clear undersiguadithe implications and impact of public
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investment and to give priority to those whose jofdgltiplier effects are high. Moreover,
national adherence to conducive labour standarcladimg satisfactory working conditions
including living income, health and safety, andqdde social protection which will greatly
depend on effective and efficient factory and labmspection and labour administration
machinery.

National Employment Policy is to be developed, aditw to the ILO, as a key tool against
poverty. Once employment is recognised as a ndtmaity, the NEP should be consistent
with the overall development strategy as outlinedhie Poverty Reduction Strategy Paper
(PRSP). However, further actions have to be unklentéo better anchor national employment
actions into the overall development strategy.hiis purpose, three main frameworks have
been designated to strengthen integration of empéoy matters into the:

- PRSP’s plan through active participation in sectoral and thémcommittees and
cooperative dialogue with the executive secretamatcharge of the PRSP’s
monitoring.

- Budgetary process through recognition of employment in resource®caltions
within Medium Term Expenditures Framework and Rublvestment Programmes.

- Budget support's framework: This framework which puts together main donors
involved in budget support to promote employment alecent work programs.
General and specific objectives of the NEP shoel@ddmmunicate to the donors and
discussed with them for funding and technical &asce

The objective of the NEP is therefore to promoteoherent method linking NEP goals to
macro economic and sectoral policies as well agqpveduction strategy. It is essential that
all economic players strive for employment inteesprogrammes and policies to create an
enabling environment for sustained economic andi@yngent growth. The NEP requires the
government to provide an enabling environment forgbe investment and job creation, while
the private sector must invest in productive emtsgs that will result in increased
employment and generate incomes. The frameworksfwh coordination is the Poverty
Reduction Strategy Document (PRSP) which planmegew and implementation would be
the field to concretise recognition of employmessiLies in other sectoral policies.

Implementation of the NEP requires that all goveentragencies will consciously integrated
in their policies and programmes the relevant poigtiatives and strategies that maximise
productive employment and the improvement of theegal working conditions of labour.
The Ministry of Employment and Labour, which has thain responsibility of formulation of
employment policies and programmes, has to be gittened and be availed with the
necessary requisite resources — namely, skilledulaland financial resources, needed to
realise the envisaged implementation of the pdiicplay its role in the maintreaming of the
emplyment approach and the coordination of employneeeation programs. National
employment policy stakeholders are aware aboutrteffoequired to well coordinate
multidimensional employment policies and strategi®svelopment of implementation action
plan, capacity building for the Ministry of Laboand Employment, development of human
resource management policy and development of wramgt and evaluation system have been
identified as short-term priority actions to beeako ensure successful implementation of the
National Employment Policy.

Since employment is a crosscutting issue involviregious government bodies, Local
Authorities, Various Private Sector Agencies, Depetent and social partners, NGOs and
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various CSOs, institutional coordination is of icat importance. An enabling environment,
and mechanisms conducive to various interventiongdat implementing the policy, as well
as in facilitating its effective monitoring and évation through legal and institutional
frameworks, is, to that aim, urgently needed. Bitecimplementation of any policy depends
on clarity on assigning responsibilities and rolesdifferent stakeholders. This facilitates
smooth operationalisation of programmes and stiegegith clear separation of levels of
accountability.

To achieve that result it is crucial to:

 Formulate an action plan presenting employment ptmm activities to be
implemented according to a logical framework modéle objective is to format
the document in a way to insure the visibility bktobjectives, means, target
groups, expected output, costs and monitoring avaluation systems. By
providing a clear costing and cost/benefits/beraifies of the NEP, the action
plan will meet donors funding rules and facilitite access to financial resources
to support the implementation of the NEP.

» Define an appropriate institutional architecture dlearly define roles and
responsibilities of all stakeholders.

» Establish some institutional bodies to facilitateoination, synergies and
exchange of information between all stakeholderteftministerial bodies, civil
society platforms, Social partners’ dialogue bodess.)

« Promote a participatory approach in implementing tNEP to strengthen
ownership of NEP objectives among stakeholdersstnetigthen their capacities.

Conclusion

The analysis of the relationship between economaevth and poverty reduction has gone
through various phases in the debate on developrRentexample, an important premise of
the pioneer of development studies was that theflisrof economic growth would trickle
down to the poor. This vision is still at the heafrimainstream thinking on development and
globalization. However, questions have been ra@edhe assumption of an automatic link
between growth and poverty reduction, and attenmatge been made to understand the
mechanisms through which the benefits of growth getytransmitted to the poor.

Far before the invention of the concept, the IL@rapch wasuman development oriented,
rather than growth-oriented based on empowerment and the strengthening of¢leeldm to
act of the workers and, especially, the poor. And of the key contribution of the IL® the
1970s was the idea of the need of a greater looseninghefties between the sphere of
accumulation and the sphere of development, becgimegth can be a developmemean —
depending of the pattern of growth — but can’t ltee@elopmenend which is associated with the
satisfaction of mankind’s basis needs — whetheer@tor immaterial.

The ILO contributed to alternative development kimig by supporting and documenting the
view that high economic growth may fail to bringoab a commensurate rate of poverty
reduction if it is not accompanied by a rapid gtowdf productive and remunerative
employment. The ILO emphasized the idea that thst mibective way to reduce poverty is to
make growth-induced employment accessible to tha.po other words, poverty is most
effectively reduced by the greater utilization abdur, the resource that most poor households
have more of than any other resource, in a wayitltaeates for them entitlement to income
and welfare. Indeed, an analysis of the experia@icthe developing countries shows that
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rapid expansion of productive and remunerative egimpent has always been associated with
rapid poverty reductiof?’

From the ILO perspective, a development strategyedi at poverty reduction would need to have
three basic pillars.

» First, an economy must attain high rates of grostha sustained basis. This calls for
comprehensive policies encompassing incentives dfamestic capital accumulation and
investment from abroad, policies for effective dsphent of investment resources in
productive sectors, and institutions conducivenwpursuit of efficiency.

» Second, growth must be employment intensive ingikien context of resource endowment,
without, of course, sacrificing productivity andieifency considerations.

- Third, it is important for the poor to have the mege.g. necessary education, skills, and
access to productive assets and finance) to utiizeeconomic opportunities that may be
available.

Fighting poverty requires integrated thinking tadeebss the integrated problems of society
and the economy. According to the ILO, it meansdong policy-making with a moral
compass, ensuring that decisions are based onrsallyeshared principles of equity and
equality, without losing sight of the need for siiséd economic growth. It is about linking
justice and economic progress in practical waysrandlisembedding economic growth from
other dimensions of sustainable human development.

The ILO emphasis on human dignity and workers sgltsults from the acknowledgement
that unemployment, underemployment and job preganess are key factors explaining the
process by which individuals or groups are whollypartially trapped into poverty and

excluded from full participation in society. Thuke ILO emphasizes the strength of the links
between the employment situation and other dimassid economic and social life (income,

living conditions, health, etc.). The ILO's Decamork Agenda is a realistic means to
combine social progress and economic efficiency @&ndan be seen as a new ILO
contribution to alternative development thinking.

1 Khan, A. R., 2001, Employment Policies for Povdkgduction, Issues in Employment and Poverty,
Discussion Paper 1 (ILO: Geneva)
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