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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, iichg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalizatigh and
which has now been widely adopted by the internaticcommunity. The integrated
approach to do this was further reaffirmed by th&®Resolution concerning the recurrent
discussion on employmeént

In order to support member States and the soci#thgra to reach this goal, the ILO
pursues a Decent Work Agenda which comprises faterrielated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiamsl elaborations of this integrated
approach and related challenges are containednuanger of key documents: in those
explaining the concept of decent wdrkn the Employment Policy Convention, 1964
(No. 122), in the Global Employment Agenda andapplied to crisis response, in the
Global Jobs Pact adopted by the 2009 ILC in thereath of the 2008 global economic
crisis.

The Employment Sector is fully engaged in suppgrtauntries placing employment
at the centre of their economic and social polidising these complementary frameworks,
and is doing so through a large range of techrsiospport and capacity building activities,
policy advisory services and policy research. Ast pd its research and publications
programme, the Employment Sector promotes knowlgggeration around key policy
issues and topics conforming to the core elemeintiseoGlobal Employment Agenda and
the Decent Work Agenda. The Sector's publicatiomsisist of books, monographs,
working papers, employment reports and policy bfief

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmthload/dg_announce_en.pdf

2 See http://www.ilo.org/public/libdoc/ilo/2010/1809_108_engl.pdf

3 See the successive Reports of the Director-Getethe International Labour Conferen&ecent work
(1999);Reducing the decent work deficit: A global challe(®2p01); Working out of povertf2003).

* See http://www.ilo.org/employment.



Foreword

This Policy Paper originates in a concern amongstra group of Cities Alliance
Development partners that job creation is not eidgfitly integrated into the Cities
Alliance City Development Strategies and Slum Ugdgrg Strategies. This concern is
combined with the conviction that employment isey or successful implementation of
these strategies and well as for their sustaitgbilhe International Labour Office (ILO),
whose mandate is to assist governments and otlogal quartners to achieve full and
productive employment and decent work for all, wagquested to lead a consultative
process whereby its experience in the field ofgadation can be used to produce a Policy
Paper presenting what local authorities, togeth#r their local, national and international
partners, can do to integrate job creation intdrtheban development and investment
plans.

This Policy Paper therefore is built on the fouralatof an ongoing consultative
process with Cities Alliance Members and Partn#rsepresents one step in a process
which should ultimately support city governmentsd aheir partners in the creation of
decent and productive work. Background to this Net@rovided by three case studies
describing initiatives for job creation and imprdvevorking conditions in Brazil, in
Philippines on South Africa and a research papétighed as a separate document. This
Policy Paper distils the conclusions of this reskealt provides an overview of the global
employment crisis, a description of what some lomathorities and their partners are
currently already doing in this area and then prissa summary of an integrated approach
for job creation that can be taken at the urbaallev

It is recommended that this Policy Paper be citedlawidely amongst local
authorities, particularly in the context of the ther development of City Development
Strategies. One or two cities which are in the esscof developing CDS or Slum
Upgrading Strategies, with the support of Citieiaflce development partners, may wish
to test this Policy Paper as a tool for the integnaof employment into their development
and investment plans. Such piloting could leacheodevelopment of a local employment
strategy.

The Policy Paper can be used to raise awarenasdderan agenda for discussion
with development partners and give concrete guieldacthe generation of employment
and decent work.

This Paper benefited from Mr. Adrian Atkinson’'s enxsive experience in urban
development and from inputs from the ILO GlobalFEENeam, in particular Marja Kuiper,
Terje Tessem and Mito Tsukamoto; and from the Jaleadidn and Enterprise
Development Department, in particular Kees Van Rlee from the Employment Sector;
other ILO experts, in particular, Edmundo WernanfrSectoral Activities from the Social
Dialogue Sector and Steven Miller from the Econasniier Full Employment Network.

Terje Tessem Azita Berar- Awad
Chief, Director
Employment Intensive Employment Policy Department

Investment Programme
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Introduction

Since the mid-1980s formal employment has incrghsimeen overshadowed by the
growth of the ‘informal economy’ where increasingmmbers have sought refuge for lack
of secure job opportunities. This situation haw/f@een compounded by an economic
slowdown as a result of the global financial andneenic crisis.

Indirect approaches to job creation have proved tde lacking in the face of low
employment impacts of economic growth, combined witgrowing informalization of
employment.

Insufficient attention has been paid by the devwslemt community at large and
more specifically on the part of local governmemts the insufficient growth of
productive and decent employment, particularly he face of continuing rural-urban
migration and the rapid urban population growthd&veloping countries resulting in
swelling numbers of the urban poor. Recent initégt in Local Economic Development
(LED), whilst aiming indirectly at employment creat, have taken insufficient account
of the growing need for pro-poor job creation. Emmic growth in some cases can be
characterized as ‘jobless growth’ where productimeestments increase output and
wealth without creating enough new jobs. In othases, growth has resulted in job
creation, but primarily jobs with low pay and pomsorking conditions in the informal
economy, which has fuelled growing informalizatiorthe urban informal economy.

The latest financial crisis resulted in rapidly risng unemployment.

The Global Employment Trends 2011 show that ifrdvery in output growth is
weak and employment is not properly addressed itédefie strong and swift response to
the crisis. Many economies now face the real preispka protracted period of sub-par
growth. Global employment has continued to grovedighout the crisis, though at less
than half the rate observed prior to the crisislndamental questions are being asked
concerning the ground rules of the global econowgether with the conventional
approaches taken at the local level that attemgét@rate employment. New approaches
to employment generation are being sought and Rlolcy Paper is intended as a
contribution to these ideas and initiatives.

Employment generating initiatives in the past havebeen mainly top down
whereas the potential for decentralized local govements to contribute to job
creation has been neglected.

Employment generation initiatives have generallerbétop-down’, initiated by
central governments, often supported by internatiagencies. Employment creation has
generally been peripheral to the remit of local ggoments. In many countries
decentralization is leading to local authoritieking on more responsibility for the
development and management of their own populatEc@nomies and territories (Klink,
2006).

In this context, the focus in this Note is on whkay governments, together with
other local partners, can initiate to combat th@legment crisis.



This Note has three Chapters, the first settingtloeitcontext for urban employment
generation, the second describing current initegtivand the third proposing a
comprehensive approach to creating productive gmmat and decent work.

Chapter One provides background information aintelde$ping actors at the local
level to understand the context for urban employnmeeation. Chapter Two reviews
current initiatives at the local level aimed at geting employment. This considers both
how local governments can use their own budgetgays that optimize job-creation and
how they can work with other local actors to stiatalemployment through the creation
of small enterprises and cooperatives. ChaptereTgoes beyond current usual practice,
presenting a comprehensive strategy for local eympdmt generation where local
governments in an enabling environment facilitabgdcentral governments, work in
close cooperation with other local actors. Therthefathe strategy sees a process of re-
examining the local economy from the point of vieiMocal economic and social needs
to determine how these can be satisfied throughl lottiative and local resources —
whilst continuing to explore possibilities for ptishing the local economy in a context of
globalising markets. Many boxes are included wthle intention of giving practical
guidance on how the strategic concepts raiseddanN\ibite can be put into practice. By
briefly describing a variety of employment-creatingiatives, the Note points the way to
a more coherent practice on the part of local gowents around the world where
progress is already being made.



Chapter 1: The Context of Local Employment
Generation

The optimism and expectations of the last centuryhiat all countries would
eventually industrialize have not been realized.

In many parts of the developing world, rural setiats have grown into towns and
towns into cities — and even megacities - but thiban growth has rarely been
accompanied by significant industrialization. Fertinore global economic and
employment trends are leading to the growth ofrimfd employment in labour markets
in both industrialized and developing countries s€&a, 1997). Whereas the global
development process has served the interests tHircarountries well, relatively few
regions, with the exception of some emerging markethin the developing world, have
taken on major roles in production for the globahrket. This has left countries
elsewhere with weak economies reflected in widesprpoverty and a poor urban
physical environment, lacking basic infrastructared with extensive, often self-built,
slums. Although the ‘informal economy’ and unplagrisnformal settlements’ are not
one in the same, they characterize urbanizatiomany parts of the world and provide
closely intertwined challenges for cities and urpalicy makers.

The World Commission on the Social Dimension of l@l@ation,” while
recognizing the benefits of globalization, highligla growing consensus that “the current
process of globalization is generating unbalanceidames, both between and within
countries. Wealth is being created, but too mamynties and people are not sharing in
its benefits” and “these global imbalances are ithoranacceptable and politically
unsustainable.” (ILO, 2004)

In response to the challenges laid out by the A609 G20 Summit on “Stability,
Growth and Jobs”, the June 2009 International Lakimnference adoptedGobal Jobs
Pactto accelerate employment creation, jobs recovedysaistainable enterprises, which
included the following recommendations:

= helping jobseekers by improving public employmesvges, investing in workers’
skills development, in particular for vulnerablegps;

= limiting job losses by supporting enterprises itairgng their workforce;

= promoting job creation by small and medium-sizeggrises (SMEs) and micro-
enterprises, including coops;

» investing in public employment guarantee schemdso#imer job creating public works
programmes;

= implementing a supportive regulatory environmemtdiive to job creation through
sustainable enterprise creation and developmedt; an

* increasing investment in infrastructure and “grejeins.

The formal recognition by world leaders that furtla@d larger stimulus packages
are needed to achieve the above goals means thstastial additional funding will be
made available from central budgets for public emmient programmes (PEP), notably
in infrastructure investment. Such public fundinggates many possible choices for
national and local governments on how to most &ffely create employment and to
increase the employment impact of stimulus packagbsre is therefore a large and
often untapped potential for local governments ¢oifvolved and help channel these
resources through local-level planning for emplogtriatensive investment approaches
in infrastructure development.



The rise in urban poverty is directly connected tothe lack of productive
employment and decent work.

Urban poverty is multidimensional involving intdated dynamics in the
governance, infrastructure, basic services, ecom@nd employment spheres. Lack of
access to employment and adequate income is aridieiieg factor of poverty, especially
in urban areas; and improved access to employnmep&dts positively on the other
dimensions of urban poverty such as inadequateifgudisempowerment and lack of
basic services, of social protection, of accessetth, education and personal security.
Urban dwellers are required to spend a larger gfatheir cash income on basic goods
and services (food, fuel, water, shelter, sanitgttban rural dwellers. Therefore poverty
and insecurity, even while possessing multiple eauis fundamentally connected to the
lack of employment. Large numbers — in many cittbe majority - of the workforce
cannot find formal employment and in most develgpiagions informal employment
exceeds formal employment. Informality often medmecoming self-employed or
establishing a micro enterprise - usually of onesqe or involving the family as part of
the informal economy — or taking a job as a lowdpainployee in the informal service or
commercial sectors: all of these alternatives irstneases bring little income and are no
more than a coping strategy. Mean While, many &rbusinesses are shedding their
workforce and putting out work to home-workers arders who work without formal
contracts and hence without social protection.

This situation is problematic both at the persaral family levels and at the level
of the local administration. Informal workers haaadequate access not only to income
but also to literacy, numeracy and/or other bagecdkills and have no access to social
security, including health insurance, unemploymeegnefits and / or pensions. Living
and working in unsanitary and sometimes hazardouslitions, they lack opportunities
to improve skills; and if they do wish to invest am enterprise, they lack access to
capital.

The current global economic crisis is exacerbatimgge circumstances with women
and young people the worst affected. The infornr@nemy is sometimes seen as a
“shock absorber” in times of economic recessionerfdployment is pushing many more
into the informal economy, and even with an ecomoracovery that will revive at least
some formal employment opportunities, this will @ enough to absorb the growing
numbers of urban job-seekers. Given that the ecangrowth of many cities in
developing countries lags the growth of their urbalvour force, the overall situation is
one of fierce competition for jobs, ultimately léagl to deteriorating earning
opportunities for the active population in the imf@al economy, making it more and more
difficult for ever larger numbers to earn an adeguaing in addition to suffering the
multiple insecurities outlined above. Furthermomyidence has shown that the
relationship between economic growth and inforrmgailét ambiguous; and even when
growth resumes, it is likely that many heretofocenfal jobs will become informal
(Heintz, 2006).

A greater understanding by local governments of thaetructure and dynamics of
informal employment is the first step towards polites which support the transition
to formality, productivity and social protection

Urban informal economies operate well beyond theerasts of most local
governments in terms of their ideas on local ecdoodevelopment, all too often
possessing a negative attitude. They tend toteeet sraders and waste pickers and other
informal enterprises using the streets to undertiage activities as a nuisance. In so far
as much informal economic activity takes placeambs, where women divide their time
between poor-paying work, childcare and other hioolskduties, this is simply invisible
to the authorities. In reality the informal econoimthe urban economy for the majority
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of citizens, serving both the needs of the poor @reh providing significant support by
way of cheap labour and services to the ‘formatremmy.

Notwithstanding the low level of financial and teatal resources available to
smaller local authorities in developing countrige failure to take into account informal
economy activities undermines efforts of the aduthesrto initiate development processes
for creating liveable cities. An important dimensi@f such responsibility is the
development and implementation of measures to owagcthe levels of poverty and of
insecurity suffered by large sections of theirzeitiry. For many of the urban poor, and
urban youth in particular, insecurity and the lakprospect to improve their situation,
leads to desperation. This is resulting in matig<€ito deteriorating security and the rise
of crime. This becomes a cost to local authoritieferms of the need to spend resources
on increased security measures. It would be fefiepaible if the resources were spent on
reducing insecurity amongst the poor by assistimghe development of basic life
competences and by stimulating the generationasfumtive and decent employment.

With more focused awareness of how the city fumgti@conomically for the
majority of its citizens, local authorities wouldcognize that present efforts to generate
employment are insufficient. While foreign dirent/éstment and the activities of formal
enterprises have provided local jobs, these areergiy insufficient to absorb the
growing labour force. While positive examples dfve-pronged strategy exist, cities that
focused their attention on attracting foreign aratiomal inward investment have
sometimes neglected to provide a conducive enviemttrior their local enterprises, in the
formal or informal economy. Furthermore, the présgiobal economic depression is
destroying jobs in far greater quantities than theybeing created.

International development agencies are available tassist local authorities to
develop pleasant and convenient cities and produgt and decent work for all.

Local governments should not see this as sometthiag learn and then do in
isolation. National ministries and in many courgrieunicipal development agencies
provide assistance ranging from a facilitatory ldgamework through financial support —
using Municipal Funds - to advice and training.rt@ialy there is a range of international
and bilateral development and financing agencies aganizations together with non-
government organizations (NGOs) that have the épes and resources to help the
local development process (UN-Habitat, UCLG, CAQIL). These can be approached
directly by municipalities or through their natidnaunicipal associations to help to
develop strategies and programmes designed tonmapleactivities that may be expected
to increase local employment and the enhancemdatafincome generation.



Chapter 2: Local Government Employment
Generation Initiatives

The activities of most local governments have a dict bearing on the
generation of local employment whether or not theyocus attention on this. In fact,
local governments have a number of often unexploitecomparative advantages for
job creation.

In recent years there has been a resurgence ¢frésponsibility under the heading
of ‘subsidiarity’ and this decentralization is réswg in a considerable widening of local
authority responsibilities in many countries. Hoeewdecentralization of resources has
often not matched decentralization of new respdlitgés making it difficult for local
governments to carry these out effectively.

There remains, however, a very wide distance betwde financial and
administrative capacities of local authorities depeg both on the size of the
municipality and on the powers and resources handedn from the central
governments. At one extreme, cities in Scandinaafilady rich countries, administer
around 50% of all government revenue and are dftenlargest local employer. By
contrast, in most of the poorer and, indeed tremmsitountries, local governments spend
little more than as 5% of total government revenOGdten, central and sometimes
provincial governments are responsible for invggstim and administering much local
activity that has a significant impact on local éoyment.

Nevertheless, in spite of restricted budgets aw#t &f technical capacity, local
authorities everywhere have some responsibilitrelving the purchase of goods,
services and works, the employment of functionaded the contracting out of these
activities. This involves choices, all of which cdrave significant impact on the
generation of local employment. And where cergrategional government agencies or
enterprises are undertaking local activity, locavernments, possibly through their
municipal associations, can and should act to eénfte the way in which these activities
are carried out. Furthermore even poor — and cdytanore affluent - local authorities
can and do take low cost actions in attempts taente the quantity and quality of work
done within their jurisdiction.

It is a paradox that cities in developing countriegequire so much work to be
done and yet so many of their citizens are un- ornderemployed.This situation is not
inevitable and urban authorities have tools atrttisiposal permitting them to influence
and to plan the development of cities to generatk facilitate productive employment
and decent work.

2.1 Procuring Goods and Services

In carrying out directly, or purchasing, servicesls as education, health care and
security services municipalities have relativelyidi flexibility to determine how many
people will be employed although the services tlewvaes can — and indeed should —
contribute to the general welfare and efficiencytted city that will facilitate generation
of employment-inducing economic activity.

However, local authorities are responsible forghechase of very many goods and
services that might range from vehicles to toolsl aguipment, furniture to special
clothing, office supplies to school meals, and fraaste collection to street cleaning.
The normal procedure, where, as is usually the, ¢these are purchased in bulk, is for
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these to be subject to open tender. Supplierstrbighocal or, when amounts are larger,
suppliers from elsewhere may find it attractivebtd. As long as the tender conditions
are fulfilled, the cheapest bid will be selected.

All municipalities have responsibility to procure goods and services and can
influence the amount of employment generated in malkg purchases. National
procurement rules can be (re)formulated to encourag municipalities to seek
employment-creating approaches to procurement

In practice, where and how these goods are prodeeed make a difference
regarding the quantity and quality of labour useg@roduce and supply them and clearly
also where they are produced. The tendering psot@s be adapted to ensure that local
government purchases are not only cost effectiteal®i made in a way that maximizes
the amount of labour used in production and supply where appropriate favour locally
produced goods and materials. Often enterprisesesta@blished in response to local
authority needs, ranging for instance from produrctdof waste bins from old tyres
(Phuket, Thailand) through packaging materials rfaotured from waste paper
(Kathmandu, Nepal) to the modification of vehicles run on natural gas (Rio de
Janeiro). Green jobs and ‘greening’ the city thfotlge contracting of small scale and/or
community enterprises for waste collection (Tamarsomalia), street and drain
cleaning etc. are also ways to promote local resebased procurement. Once
established, such enterprises need not only profiwcene local authority and thus the
local authority can ‘pump prime’ local productiorls@ for other institutional or
commercial or even household markets.

Box 2.1 local production of schools uniforms

In many countries initiatives are being taken to produce school uniforms through letting contracts to small
local businesses. In Peru, for instance, production of school uniforms is contracted out to an association
of small and micro enterprises. In countries where this does not happen, local authorities might look into
the possibilities. National procurement rules may not permit the letting of many separate, small contracts
and so an association of producers needs to be established that can bid for the contract and then
subcontract to the local producers. The contracting authority will need to be convinced that contract
clauses need to be introduced to ensure that the work is actually subcontracted locally and not
undertaken by one large contractor — possibly no longer local.

Assistance may be provided in three areas. Firstly once formed, the association will need to develop the
ability to manage the tendering procedure, to make a bid and win the tender. This expertise will also
need to extend to the capability of the association to let and manage subcontracts. Second, most cities
and even small towns already have tailors competent in making clothes and if not already working
together in small or micro-enterprises might need help in this respect. Finally, whilst the basic skills
might be present, the association will need to ensure an acceptable quality of product from the
subcontracted members and hence have the capacity to assess and to advise on the quality of the

uniforms produced.

These are small examples, but if local authoritm$ent their purchasing
systematically towards local resource-based pramlucthis could make a significant
impact on available jobs. Furthermore the multipdifects — the income to those serving
the needs of employees of the enterprises proddairtge local authority — could also be
significant. And finally, success with such aneatation can initiate a virtuous circle
with further enterprises arising to supply matariahd components for those already
established. Here it should be noted that althahghe are small experiences of this kind
in many towns and cities, this has almost nowhesnllooked at in a systematic way.
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In making more flexible use of local budgets, vigdnce should be applied to
avoid favouritism and corruption.

This approach is not, however, problem-free. Curtieinking with regard to public
purchasing is that this should always be in aceurdavith open tendering with complete
transparency. European procurement rules, or tfasénstance of the World Bank,
indicate that smaller contracts may be subjectattonal competitive bidding but larger
contracts should be open to international tenddre Teasoning here is to reduce
opportunities for graft and corruption. Whilst bgia problem at the level of national
government, this is also evident at the local laviebre municipalities normally are seen
as good business opportunities and where somelierecaptured by particular business
interests, such as to become the monopolies dtpkat families or of organised crime.

Providing profits for the few, this is often faiofn serving the best interests of the
citizens more generally. Unfortunately, such piagi are still widespread and the
introduction of strict procurement rules involvirgpen tendering with the selection
process open to public scrutiny in the context emdcratic local government and
generally ‘good governance’ is designed to overctimese problems. Encouraging the
local procurement of goods and services is comigatiith transparency and good
governance and an enabling contracting systemyisckdevelop and sustain such public-
private partnerships between municipalities ondhe hand and (associations of) small
enterprises and community organizations on therothe

Box 2.2 World Bank Procurement Guidelines: Article 3 .15 on Community Participation in
Procurement

Where, in the interest of project sustainability, or to achieve certain specific social objectives of the
project, it is desirable in selected project components to (i) call for the participation of local
communities and/or nongovernmental organizations (NGOSs), or (ii) increase the utilization of local
know-how and materials, or (iii) employ labour-intensive and other appropriate technologies, the
procurement procedures, specifications, and contract packaging shall be suitably adapted to reflect
these considerations, provided these are efficient.

Targeting of local government purchasing can gtherrto favour job creation for
disadvantaged groups such as women, youth andighbleld and to help enterprises in
the informal economy to improve their performannd amcome.

In countries where procurement rules preclude a@triot tendering to local
businesses and/or community-based organizationgorarate biased against small
contractors and the use of local labour, it is nee@nded that local authorities make
common cause with their neighbours and particulaalyproach their municipal
associations for assistance to have the rules reddih many countries there are specific
national organizations that supervise the publci¢eing system and reforms should be
addressed directly to these organizations. Foams, in Brazil, federal legislation and
highly complex tendering procedures make it veffiadilt for local authorities wishing
to use the National Growth Acceleration ProgramiAQ) explicitly for employment
and income generation in slum upgrading. Varioutldieecks and time delays limit the
potential of the PAC to be integrated as a compbata local economic development
programme. (Klink, 2009)
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2.2 Procuring Works: Creating Infrastructures and
Creating Jobs

A related area where cities have a comparative adwéage for job creation
concerns investment policies. Infrastructure inveshents present an opportunity to
create new sources of employment, especially in amban setting where the needs
for slum upgrading and infrastructure improvements are enormous.

The potential for employment creation in infrasture investments is greatly under-
estimated and under-exploited. A large proportibnational public investment budgets
— sometimes up to 70 per cent — goes to the infietsire sector. Infrastructure works are
“doubly blessed” in that they create and sustaipleyment, while at the same time
improving living conditions and laying the foundati for long-term growth. It is
therefore not surprising that in the wake of thebgl financial and economic crisis the
ILO Global Jobs Pact calls for both emergency mubthrks as a safety net and increased
investment in infrastructure to accelerate recavélfge World Bank also pledged
increased spending in infrastructure:

“The World Bank will increase infrastructure investnts to $45 billion over the
next three years to provide the foundation for dapgcovery from the global economic
crisis. Investments in infrastructure can provitle platform for job creation, sustainable
economic growth and overcoming poverty, and haimpjstart a recovery from the crisis,
The Latin American and Asian crisis showed how treesican suffer from a decline in
infrastructure, leaving a weaker foundation for ¢pterm economic growth that hits the
poorest the hardest(World Bank Press Release April 23, 2009).

However, for such infrastructure investments t@e&ffely reduce poverty, greater
attention needs to be paid to their employmentrdiate In the urban sector, labour-based
techniques can be applied to a wide range of itrfretsire works, including improvement
of streets and access ways, water supply retionlasewerage and flood protection
measures, public washing and toilet blocks, soligste management infrastructure,
public buildings including markets and infrastruetispecifically satisfying the needs of
the informal economy, open spaces and city greefiingy can also be applied to certain
operations of large-scale infrastructure works radlynleft to equipment-intensive
companies, such as bush clearing and digging in dadh highway construction. In
Durban, South Africa, some of the major capital jgocts in urban regeneration
implemented since the late 1990s, such as watérfratustrial estate, convention centre
projects as well as more recently transport upgraae new stadiums for the 2010 FIFA
World Cup, have been and are still undertaken wag to maximize employment and
skills transfer during construction and also o#erpowerment opportunities for black or
women-owned enterprises that had previously hate ldccess to public contracts
(Robbins and Hobbs, 2009).

® These large scale capital projects were accomgdnyi@ simultaneous policy to support existing
or emerging business nodes including in the inféiseator: over 60 discreet projects were funded
covering road upgrades, informal trading facilitipgecinct improvements and other requirements
that were identified with the local stakeholderse3e projects were generally undertaken by
small-scale local contractors in an attempt to btmmsl enterprise capacity and support local
employment. Furthermore, the allocation of pubfiace and the provision of infrastructures such
as shelter, storage and ablutions has contribotedgroved working conditions of informal
traders.
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Experience in many countries shows that explicit-gmployment and appropriate
technology choices can be made, at equal cost aalityg with multiple payback: (i)
higher direct and indirect employment creation) @ievelopment of small-scale local
contractors who buy and sell in the local econofiy;import substitution by using local
resources; and (iv) maintenance is facilitated. édoer, such methods are often the only
feasible technologies in densely built slum areas.

Box 2.3: South Africa’s National Procurement Policy

Recognising that government investments, if astutely targeted, can achieve multiple
development goals — including addressing serious unemployment problems - the South
African Government has adopted a Targeted Procurement policy framework that facilitates
local governments to formulate tendering processes to achieve multiple goals:

...to foster creation of jobs, to promote capacity building, to promote the use of local
resources, to prohibit discriminations against minority groups, to improve environmental
quality, to encourage equality of opportunity between men and women, or to promote the
increased utilization of the disabled in employment

Making the social benefits just one of the criteria relevant to the contract award, which must
be balanced against other criteria (such as price and quality), ensures that social benefits
are obtained with the minimum possible costs to government.

In South Africa’s Expanded Public Works Programme, procurement rules have been
adopted stipulating that contractors use labour-intensive construction methods and
favouring small local contractors who absorb at least some of the locally unemployed and
in the process train them in construction skills.

The social advantages of employment-intensive ambres are first and foremost
the wages distributed to a largely unskilled andrpworkforce. These wages create a
multiplier effect, stimulating consumption, investmt and savings, thus boosting the
local economy (over and above the benefit of theastructure itself). The indirect
employment generated by labour-based methodsiimatetl at between 1.5 to 3 times
the number of directly generated jobs.

These results are obtained because the term “ldizma&d” encompasses a wider
approach which seeks to optimize the use not onskitled and unskilled labour, but of
all locally available resources and skills, inchglibuilding materials, equipment and
tools, small contractors, artisans and communigebaorganizations. A higher input of
local resources means fewer imports and more deedlbackward and forward linkages
in the domestic economy. This approach increase®vhrall direct and indirect impact
on employment. As a result, local resource-baséchdtiucture works achieve high
multiplier effects.

Experience has shown that labour-intensive pubticke/ can be implemented with
timely and high quality results. Also, such “publiworks can be implemented by the
private sector, and provide an opportunity for ygpyreople to gain job experience, or
even to start a viable enterprise in small-scalgraating, in engineering consulting and
in a variety of ancillary services.

Investment decisions are being taken increasingljobal, rather than regional or
national governments. Typically labour-intensivenstouction methods are appropriate
for developing countries where wage rates for dlesklabour are low. However, there is
scope for almost all countries to create new jopsritically examining contracting and
construction methods and by adopting methods whaththe margin, are both cost-
effective and labour-intensive, while at the saime tproviding high quality results.
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The tendency towards decentralization and devealutdd responsibilities and
resources is accompanied by new powers of munitgsato raise taxes and to use their
proceeds at the local level. These resources emgrs can be harnessed by mayors in
favour of job creation.

Municipalities could consider adopting policies toensure an optimum use of
local resources, including labour, in infrastructure investments and maintenance,
including slum upgrading. These works can be planre and implemented with
community participation, and develop skills and capcities of beneficiaries and
small contractors alike.

Local resource-based methods can also be usedeinuplgrading of informal
settlements or in more ambitious programmes to toacts housing for low income
groups. Upgrading programmes lend themselves nigtuca participatory planning of
measures to be taken and labour-intensive constnugtethods in that heavy equipment
cannot generally access the narrow alleyways tymitanformal settlements in many
cities. It is therefore necessary for municipaditi® consider, whatever their housing
programmes might entail, how local resource-basedhaoas can be systematically
applied.

Box 2.4 Employment aspects of slum upgrading: case study of two South African cities

Since the mid-1990s, housing has been a major focus of the democratic South African government; it
is the dominant category of state expenditure on infrastructure at the local level. While employment-
intensive infrastructure investments are one of main components of the country’s active labour market
policies, there are relatively few explicit policy signals linking employment generation with housing at
the national level. At the local level, two case studies (Cato Manor in eThekwini/Durban and Valorous
People’s Housing Process near Johannesburg) had very positive employment spin-offs, mainly
because employment creation was part of the vision from the start .

Lessons from these two case studies include:

Source: Robbins and Aiello, 2005

Employment concerns should be addressed and integrated during the planning stage, and
not only when construction is ready to begin

Political pressure to fast-track housing delivery impacts negatively on community
mobilization, training, potential employment creation and linkages with other projects in the
area

Holistic approaches to slum upgrading, that seek improvements in the built, social, economic
and institutional environments, including community empowerment, are more sustainable
and create more employment

The parceling of infrastructure and housing projects into sub-projects facilitates the
emergence and involvement of local contractors

Measures to sustain employment in the post-construction phase comprise skills
development, targeted procurement in service provision and infrastructure maintenance,
improved coordination with local planning, human resource development and private sector
promotion activities. In Cato Manor, a Job Opportunities Bureau was established to link local
labour and local small contractors to job opportunities in and outside the area.

The South African cases in box 2.4 above shows thamportant synergies and
more development can be generated if infrastructurend/or slum-upgrading works
are conceived as simultaneous opportunities to cremajobs, develop the small scale
private sector and encourage community participatio — while improving the
physical environment. Overall experiences with this type of public-prizgiartnership
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show that it is possible to create win-win situatipjobs are created at the local level,
community organizations gain capacities, negotmtiekills and empowerment,
enterprises gain access to a business opportgeityices improve and the costs of these
services or works are often reduced, with additidr@mefits to the wider community —
cleaner environment, cheaper and more reliablernsgaggply, better maintained roads and
drains, etc.

Successful public-private partnerships, betweerldbal authority on the one hand
and small contractors and/or community organization the other, require a change in
the role of the parties involved. Local governmeam be supported as they move from
delivering services and works to managing privageta delivery. The (often newly
emerged or formalized) local contractors can rexdiaining to deliver works and
services in an efficient manner and work in paghgr with local government and their
clients. Residents may require complementary sugparganize and participate, and to
receive and pay for services from the private sestoch in the past were delivered, and
often subsidized, by local government. The rangdiféérent interests and changing roles
means that it is important that rights and resgmlitsés are negotiated and formally
agreed to avoid conflict. This facilitates the depenent of constructive partnerships
with a clear, goal-oriented division of tasks begwartners.

Furthermore, where appropriate in the case of wiggaprogrammes, communities
may be directly contracted to carry out the worlonfeunity contracting). The
combination of community contracts with labour-tthsapproaches presents many
advantages in terms of community empowerment, jeation and income generation, as
well as capacity building and partnership developmé&he approach develops local
abilities that can be applied in the future to simschemes elsewhere but also in the up-
grading and maintenance of created assets throeghwin-efforts of communities.

The adoption of local resource-based approaches public works contracting is
best supported through prior awareness rising aroud costs and benefits and
through comprehensive training

Training of municipal staff and contractors embagkion such programmes is
essential and the ILO has produced a wealth afitrgimanuals in areas such as labour-
based or local resource-based technologies, contyrmamiticipation/contracting, capacity
building for contracting, decent working conditiomsfrastructure maintenance etc. The
South African government having adopted a policynpoting labour-intensive public
works (see Box 2.4 above), the Construction InguSevelopment Board of that country
has produced a wide range of training materialajl@ve on the internet, to help local
authorities adopt labour-intensive methods whenr@pjate and practicable in their
public works programmes.

Employment impact assessments are useful to providmata on the financial and
socio-economic advantages of employment-intensivep@oaches in infrastructure
investments

ILO’s Employmentintensive Investment Programme (EIIP) has over yhars
undertaken four broad categories of employnrienact assessments.

The first category uses mictevel project data to compare labdased and
equipment based methods for infrastructure construction. iQisly, this comparison
applies only in situations where labduased technologies can provide infrastructure of
comparative quality and technical standards anklinvéi comparative time frame.

Studies in several countries and several infragtrac sectors show that
Employment-Intensive Investments in infrastructure:
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» |s 10-30% less costly in financial terms than eqépt-intensive techniques; i.e. deliver
more infrastructures for the same investment, witltompromising on quality.

= Reduce foreign exchange requirements by 50-60%.

= Create 2-5 times as much employment for the saxed t& investment. Hence, permit
the employment of more people, from the unskileedraduates.

= Create an indirect income multiplier effect, whishgenerally estimated at between 1.5
and 2.8 for low income countries.

Such studies are first and foremost useful — faional and local authorities — in
identifying and quantifying tradeffs between alternative technologies so that polic
makers can take informed decisions.

A second category of studies analyses the employimnepact of infrastructure
components of certain sectors of a government’éigpirtvestment programme or budget.
The objective behind such studies, in addition oviging an overview of the current
employment yield of a country’s investment prograanis to identify lost opportunities
for employment creation. Such studies can be usedet in motion a process of
reallocation of public investment resources in favof labourintensive sectors.

A third category uses the field data obtained framero studies to simulate the
potential macreeconomic impacts of a shift towards employmentrisige technologies
within the public infrastructure investment budget a variety of macreconomic
variables such as employment creation, GNP, holdeimcome and consumption,
private investment, public deficit, investment gfieq, fiscal earnings, balance of
payments and multiplier effects (Miller et al, 2020

The fourth category of impact studies on which itlh@ is currently working in a
number of countries are input-output tables as veall static and dynamic social
accounting matrices (DySAM). These are more eldabai@ols which require a certain
level of resources, technical competence and deltatiatistical data; it may therefore not
be within the means of smaller and poorer citidse Tool indicates, in the first place in
money terms, how resources invested in one sextadistributed to all other productive
sectors and actors within an economy (governmentjséholds, enterprises) thus
showing the forward and backward linkages throughte economy (the economic
region concerned can be a commercial area, a tawprovince or a country). For
instance, it will show how much of a particular éstment will go to construction,
purchasing machines and materials, labour compensand later on to consumption and
tax revenues. The range of sectors may be disagiggs needed. Input-output tables
can be “extended into ‘Social Accounting Matric€SAMs), which focus not only on
production but also on social transfers between itistitutions, namely enterprises,
households and governments. Although input-outmalysis and SAMs work with
monetary data, the employment dimension (real dedi#) be integrated via ‘satellite
accounts’. Classifications such as gender, age pgrotormal/informal labour and
households in different income brackets can beutded as long as relevant household
and labour force survey data are available. SAMdalpful to analyze the effectiveness

6 For an overview of such studies in different countries, see for instance Rizwanul Islam and Jean Majeres,
"Employment-intensive Growth for Poverty Reduction: What can Labour-based Technology in Infrastructure
Contribute?", Work 2001: International Conference on Employment Creation in Development, Witwatersrand
University, Johannesburg, South Africa, 2-5 April 2001.
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of past programmes and may be used to simulatenberct, in particular on employment
of future programmes thus facilitating policy chaic

It is important for local governments to make informed decisions on the
technologies and methodologies used in the infrastcture investments under their
control, and employment impact studies provide sucinformation.

Associations of local government may also advocate influence for more
employment creation in the infrastructure investtaevhich are planned and designed at
the national level but implemented at the locakls(such as national programmes on
roads, schools, water management etc.).

Madagascar: Paving of a 533 meter long road in Ambohijafy (Antananarivo
province). Photo: Marc van Imschoot

2.3 Influencing Business Activity and Provision of
Labour Market Information Services

The potential and limits of Inward Investment

Quite broadly, some local governments place theijjomhopes of local job creation
on attracting enterprises from outside — and paetity foreign direct investments (FDI),
sometimes connected with export processing zorneEgE- to settle in the locality. This
is based on the idea that local production for exgmoughout the country or even
globally is the motor of local development. Whéleccess stories do exist, competition
for foreign and national inward investment is haasl the linkages of these industries to
the local economy are usually limited or non-existeith the enterprises weakly rooted
locally. Sometimes working conditions are poor daldour rights not respected. In
addition, such inward investments are often vadatiind when they close, this can leave
serious pockets of unemployment, as became apparbtexico earlier this decade, or in
Marikina city in the Philippines which lost a flasining footwear industry to Chinese
competition (see box 3.1 below)
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Many municipalities put substantial effort into trying to attract foreign direct
investment (FDI), in particular by creating export processing zones (EPZs), as the
way to create local jobs. To be successful in emploment generation, this strategy
has to find ways to enhance the creation of forwardnd backward linkages and thus
to tie foreign enterprises into the locality. Howeer, this should not be the only or
even main route to local employment generation.

Investment of national companies, particularlyhiy not only provide employment
but also serve local needs and so have greater dooamitment are a more attractive
proposition and local governments might focus tlatention more in this direction.
Nevertheless, modern manufacturing in the formetcsdoday, whether multi-national or
national investments, tend to employ few workersafowery large output so that little of
the economic benefit stays local.

Local authorities should therefore focus on thexymtion of linkages with the local
economy as has been the case, for instance, ira ®sh. Forward linkages include
logistics, packaging, cleaning and security sesjidmit backward linkages such as the
supply of intermediary goods required for the pithn should also be encouraged.
This creates an employment multiplier effect in theal area and contributes to root
manufacturing activities locally and hence reduciihg volatility of this form of
investment. These enterprises should also be emhjuw contribute to housing their
workers and the provision of local infrastructufe.close cooperation between local
communities and these enterprises should also belgped to provide skills
development of workers that can enhance local dewednt.

Box 2.5: Offshoring and Employment — The Case of Co  sta Rica

Costa Rica was one of the first Latin America Countries to enter into the assembly of apparel for export into the
US market. Starting in the early 1990s and accelerating with the arrival of Intel in the country in 1997, Costa Rica
also began assembling high tech products like semiconductors and medical equipment. The country soon
became a good example of the benefits of targeted policy of foreign direct investment as an illustration of the
benefits of investing in health and education.

Costa Rica had been — and continues to be — affected by the global inexorable decline in manufacturing
employment and the inward investment was seen as contributing to combat this trend. In the early phase, both
productivity and employment rose but with the move into high tech industries, whilst productivity rose dramatically,
employment generation did not keep pace. High skilled jobs proliferated and those working in the sector
increased their wages to well-above the average. However, whilst some linkages have arisen, the impacts on
local enterprises have been relatively disappointing with little impact on the traditional sectors and on those
amongst the population lacking adequate education and skills. Nevertheless, in the wake of offshore
manufacturing has come offshore services and whilst there are few direct linkages to the manufacturing sector it
appears that modernization as a consequence of the growth of offshore manufacturing has contributed to the
attraction of these offshore services.

Ernst et al, 2008

Labour Market Information Services

Traditionally, offices are established at the loeadel to assist locally-established
businesses to find employees and to help thoséngdér work to find jobs (job centres).
National labour ministries have organized this ine tpast but this is, with
decentralization, increasingly becoming a municipatvice. Even when these remain
financed by national ministries, local governmeamisy want to take steps to ensure that
such labour exchanges or placement services opeffaetively. This means that it is
important for local governments to be aware of nme#ets in terms of formal businesses
entering and located in the municipality, their ae@ terms of qualified workers and, on
the other side, the skills and needs of those hapkor work, proactively making the
necessary connections. Gaining a better undersiginoli the labour market ideally
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requires regular surveys amongst employers and esmrkon indicators such as
employment by industry, unemployment rate (inclgdifor youth and women),
educational levels, informal sector employment, @gagnd earnings etc.

Such ‘job centres’ should be able to advise thos&ihg for work on the kinds of
activities which are being sought by local entesgsiand assist them where possible also
to access training that will qualify them for thiads of work available. Where there are
gaps in the locality where the kind of training dee is absent, local authorities should
consider ways to fill the gaps and if necessanarfae the training themselves in
conjunction with local training and education itigions. For instance, Marikina city
initiated training for employment in call centrés,increase the chances of job seekers to
find a job in a call centre, at the same creatimgal of skilled labour thus making the
city more attractive for the establishment of sweli centres. A widely used tool to
increase the likelihood both of local job seekdrslihg work and local enterprises
finding the employees they need is the organizatiofob fairs’ which might take place
on an annual cycle.

Encouraging Entrepreneurship

Business growth and employment creation in therinéd economy are determined
by many issues including land and property issties,availability of reliable power
supply, crime and insecurity, corruption, the estisie of a trustworthy legal system and
jurisdiction, business regulations, HIV/AIDS on twverk floor, working conditions, etc.
Although not all of these aspects fall under dinsetponsibility or influence of local
government structures, decentralized line ministaied municipal government do play an
important role in creating and maintaining an emaplbusiness environment. (Van
Empel, 2008)

The relative weakness of urban economies and Wwiththe lack of employment is
seen to a significant extent as being the consegueha lack of enterprise culture and
the lack of skills in organising enterprise anddeveloping and marketing products.
Substantial effort is currently being offered byezral development agencies to develop
capacities and foster the growth of ‘business agraént services'. There has also been
a similar focus on assisting development of thallpcivate sector in transition countries
following the abandonment of central planning iash countries.

Some 40 international development banks, UN andtdsihl agencies and other
interests have come together to form tenor Committee for Small Enterprise
Development (DCED}o coordinate efforts to foster enterprise cultared assist in
developing small enterprises in the cities of tlmtB and transition countries. Their
guidelines are the basis for numbers of activindsch are being financed by these
agencies but also by national governments thatreselting in a large number of
initiatives at the city level.

The international development agencies have put ceitlerable effort into
helping national and local governments to foster drepreneurship and creating
business-friendly local environments.

A general concern is to develop attitudes and déags¢hrough training and given
the severity of the employment crisis amongst yoanld school leavers it is seen as
important to start this process already in schant$ other training institutions. However,
local authorities are also seen to need to orlesinselves to facilitating entrepreneurial
activity. Generally local authorities see theireroh local economic development and
employment generation as encouraging investmentfdogign or national formal
enterprises and then taxing and regulating thevigctof businesses both to gain an
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income for the local authority and to ensure thaténterprises conform to planning and
building regulations, health regulations and so on.

Some local authorities have a negative attitudeatde/the informal economy that is
seen as obstructing highways, undertaking pollugictivities and generally a ‘nuisance’.
This attitude is changing in some places and #eisn to be a necessary step with two
aspects. On the one hand, the regulatory framesms&en as being too difficult and too
expensive for many small and micro-enterprises dgotiate so that they stay in the
informal economy. It is thus necessary to simplifgwn the process of business
registration, bringing all the permissions undee @mocess — a ‘one-stop-shop’ - that is
inexpensive and taking place in a matter of daylserathan months. Box 2.6 describes
how this is being achieved in the Philippines.

Box 2.6: Streamlining Business Permits and Licensing Procedures in Ormoc City ,
Philippines

A process of reform of the business licensing system in Ormoc City in the Philippines was
negotiated over an 18 month period by the Department of Trade, through its Small and Medium
Enterprise Development for Sustainable Employment Programme (SMEDSEP) supported by
German cooperation (GTZ). This resulted in the number of business registration requirements
being reduced from 17 to 5 and the length of time taken to obtain a license being reduced from
17 days to 2. Although absolute numbers of new registrations were modest, nevertheless a
25% increase was recorded in the following year. As a result the LGU-Ormoc realized an
increase in tax revenues of 56 percent from new businesses and 85 percent from renewed
businesses, which was used on social services to reduce poverty in the City. This then became
a model progressively applied across other Local Government Units in the country.

http://www.businessenvironment.org/dyn/be/docs/132/AsiaAwardAnnouncement.pdf

On the other hand, if local authorities realizet tine informal economy undertakes
many activities that are, even if in a low-key wagportant assets to the local economy
then they can be of substantial assistance in dpggactivities through negotiation with
appropriate organizations of workers in the infdrreaonomy and the provision of
appropriate infrastructure and services to ashmmtin improving the quality of their
contribution to the local economy, also targeting heeds of women. Box 2.9 describes
how the city of Durban developed a policy to ass$iigise working in the informal
economy.

Box 2.7: Durban, South Africa — Support for the Info  rmal Economy

The end of the 1990s saw severe contraction of a number of industries in Durban, South Africa and with it the
growth both of registered unemployment and also the informal economy. Recognising that this would be a
situation lasting some years, the municipality focused attention on alleviating the situation of those in the informal
economy and, following participatory workshops with representatives of the informal economy, adopted the
Informal Economic Policy in 2000. This was both unique to South Africa and a global pioneer in terms of
comprehensiveness. Among the benefits flowing from the policy, informal traders undertook to respect the policy
in exchange for provision of infrastructure including in city centre locations. The policy and its implementation
have led generally to a wider understanding of the economic importance of informal activities in relation to the
economy as a whole and in providing vital employment and livelihood support — if as yet insufficient.

Robbins et al, 2009
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Business Development Services (BDS)

An important route to helping local entrepreneurs b start and improve
businesses is the provision of Business Developmefervices. These should be
encouraged by all urban municipalities — but shouldalso focus on the creation of
cooperatives and the needs of those who will contia to work in the informal
economy.

BDS comprise a collection of tools to help entesgsiget started, perform better and
grow. BDS include information, training, businesdviae, consulting and marketing
services, assistance with information and commuioics technology (ICT), technical
assistance, and business links. These servicesatsvitially been provided by, or with
the help of, national ministries, working with ldag@vernments and in fact the main
driver has been in many cases international aratebdl development agencies and
organizations.

Business development services are offered by ‘devgi who have the resources to
organize training and advice relevant to the neédsnall businesses. Whilst in the past
BDS providers were overwhelmingly paid by governtegthe DCED is encouraging the
services to be offered by private providers andhany countries there are now private
BDS providers that supply training and advice ofee-paying or commission basis.
Ministries of Labour - and sometimes local authesit- nevertheless support these
activities sometimes by providing free premiseskdd to job centres, as well as subsidies
to would-be entrepreneurs who would otherwise eolle to afford the service.

Box 2.8: Business Development Services in Bulgaria

Following the collapse of Communism in Eastern Europe, substantial assistance flowed into these
countries from international and bilateral development agencies to effect conversion to market
economies. Bulgaria is a typical case. A major component of this external assistance has been to help
establish business services in all cities and towns and this was accomplished by establishing
business centres with external assistance and coordinated by the central government. There has
been a particular focus on assistance to the poorer sections of the community and particularly the
Roma.

These centres have acted as job placement centres but their central role has been to develop an
entrepreneurial culture and to provide the full set of business services including training in the
development of business plans and the logistics of running a business, vocational training and the
provision of incubators and leasing of equipment. The centres were established from the outset as
non-government organisations with a local board constituted to oversee activities. The local
authorities have been involved both as key members of the board and providing premises for the
centres. As the international development agency support comes to an end, it will be necessary to find
funds to cover the activities of the centres. There is a fear that if they are to be self-financing that the
focus on assisting the poor will necessarily diminish.

For further information, see http://www.undp.bg/projects.php?id=945

A further important service necessary to launch degielop small and micro-
enterprises is the availability of capital. Unhietrecent past, this posed a major problem
as regular banks were uninterested in provisionsmoill loans due to their low-
profitability and/or scepticism of the capacity micro-enterprises to service loans and
that these would be likely to default. Over the tpdecade, however, with non-
government organizations providing small loans dedeloping means, often involving
community self-monitoring, to secure high levelggpayment (famously initiated by the
Grameen Bank in Bangladesh), this has resultekdeimidespread proliferation of micro-
finance institutions and in some countries reghkarks also now are geared up to service
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this need. Local authorities and local BDS proxgdshould be aware of what is available
in their area and to ensure that new small andav@aterprises are informed of what is
available.

It should be added that whilst BDS services are pifered in a large number of
cities, there is as yet little evaluation, in tlase of developing and transition countries, of
the effectiveness in terms of launching businesisas survive for any length of time.
Also, as yet the numbers of businesses supportedhése services are generally
relatively modest and depend on the pro-active Ggar of would-be entrepreneurs and
successful small industries to be prepared to dhierrisky environment of business
particularly in the current global economic climate

What is clearly very weak or altogether missin@iframework to help determine
what small enterprises might do by way of productd goods and services that are more
likely to find receptive markets and hence to stevilf entrepreneurs are ambitious to
serve national or international markets then thisnherently risky, particularly in the
fast-moving world of globalized production (butwets can be high in case of success).
However, if would-be entrepreneurs orient theirduation or services to local need and
local markets, particularly where these are paraidiroader local economic planning
framework discussed in the following Chapter, thenrisks can be considerable reduced
and survival rates of small businesses can be tegbéx be substantially greater.

More recently, local enterprise development projed have successfully used a
so-called systemic or value chain approach to enfaiise development This approach
is based on an understanding of market systemsideess the underlying causes of
market weaknesses, rather than addressing the eymapif such weaknesses. The value
chain approach favours facilitation over the diresgrvice/solution provision to
enterprises. Market weaknesses can be caused bg@arlination of market players and
their limited information and knowledge, the lindteapacity of the private sector to
identify constraints and advocate for reforms, poslationships between public and
private sectors, awareness and attitude of bankscab enterprise, etc. Furthermore, the
approach promotes BDS and business environmenmsfaithin specific markets.

" For more information, see for instarfe®m BDS to Making Markets Work for the Pdoyr
Alexandra O. Miehlbradt and Mary McVay (Editor Jiranburn), ILO, 2005; as well as many
useful links on http://www.bdsknowledge.org/dyn/taies/detail/474/6
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Further reading:

The “Value Chain Development for Decent Work " guide (ILO, 2009) has been
prepared for use in facilitating and promoting growth in priority sectors already agreed in
Decent Work Country Programmes that are based on national priorities owned and led
by the constituents (Government and its social partners Employers/Business and
Workers). Decent Work Country Programmes are part of national development
frameworks focusing on national priorities; they are not ILO programmes. The Guide can
thus be tailored to specific situations and used by both public and private sector
entrepreneurs to facilitate and promote broad based growth in selected sectors. The
guide provides a systemic perspective, addressing not only value chain issues in the
narrow sense but also important framework conditions, such as the relevance of the
duration and cost of customs clearance, tariffs etc. Likewise, it addresses all relevant
aspects that donors and other value chain facilitators need to take into account, including
the need for institutional reform and its underlying incentive systems; issues of
sustainability; the need to upscale project experiences; gender issues; etc.

Cooperatives

BDS are generally oriented towards individual gmee@eurs. Cooperatives are also
businesses but member-owned. They aggregate thenhpaower of people who on their
own could achieve little or nothing, and in so dpthey provide ways out of poverty and
powerlessness. A cooperative is defined asaatohomous association of persons united
voluntarily to meet their common economic, sociadl &ultural needs and aspirations
through a jointly owned and democratically conteallenterprisé In fact there are many
individuals who do cooperate in the informal ecogorto better coordinate
complementary capabilities and skills and also twlpphysical resources. Local
governments that are supporting BDS providers dan stimulate the launching of
business services specifically focusing on the seafdgroups who wish to form a
cooperative and the training and advice that thieyiraneed of to make their cooperative
a success. See also box 3.6 on Solidarity Econamit® City of Osasco, Brazil.

There are also examples of some very effective Nth@shave been helping
informal workers to form cooperatives and locahauities should welcome these when
they appear.

Box 3.1: Waste-Pickers’ Cooperatives

In many developing countries, southern cities waste recycling is almost always an informal activity,
referred to negatively as ‘scavenging’ or ‘waste picking’, but providing work for many millions and
doing a significant urban environmental service in resource recovery. Recyclers are outcasts
almost everywhere, ignored or abused by the waste authorities as a nuisance.

In recent years, however, they have become increasingly organised and the cooperatives and
national associations into which they have organised themselves — particularly in Brazil and
Colombia — have enabled them to gain recognition by the authorities, improve their conditions and
organise their work on a more efficient basis, even bidding for contracts in privatised municipal
waste management systems.

In Brazil this recognition has gone all the way to the President. In Colombia, in March 2008,
recyclers organised the first world congress of informal recyclers. In Brazil there are around 500
recycling cooperatives employing 600,000 workers. Until recently, many of the workers were
children. However, a current campaign aims at sending the children to school — which the more
organised recyclers can now afford.

For more information see:
http://www.ppiaf.org/documents/gridlines/44informal_recycling_sectors.pdf
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Social Enterprise

There is increasing discussion everywhere on tleethat enterprises can play in the
area of social services with successful examplggang in many cities. Interpreted
broadly, this covers activities ranging from ‘inficel’ social insurance schemes, through
providing for the needs of the elderly and the sickhe need of working mothers for
creches to extra-institutional education and thendeiral activities. In many cities these
are services that are needed, particularly amologstincome groups, but generally
neglected and underprovided. As further discussed the following Chapter,
municipalities need to consider how entrepreneprshithis sector — including local
community self-provision — might be stimulated augported.

Chapter 3: A Holistic Urban Employment
Strategy

In addition to the employment-generating activitsgsthe urban level described in
the foregoing Chapter, a wide range of other it and experiments are being
undertaken — some of which are illustrated in bardhis Chapter — but overwhelmingly
these remain fragmented and as yet are being ahkeéarin very few municipalities. This
Chapter aims to bring these together to presemntseersatic and coherent path which
local authorities together with other local actersand with possibilities of central
government and international support - can foll@vcteate job opportunities in the
context of a coordinated urban and sub-regionaéldgwment strategy. The sections set
out below can be seen as a series of steps whighbmaindertaken in sequence but
which might also be taken simultaneously or inféedent order. The point, however, is
that all the steps are necessary components dfiexrext strategy and that the initiatives
discussed in the foregoing Chapter need, as weidedmelow, to be integrated into this
coherent approach.

3.1 Social Dialogue and Participatory Planning to
Generate Productive Employment and Decent Work

A coherent move of municipalities to increase locamployment could start by
bringing together relevant local interests and orgaizations to carry the initiative.

Whilst local authorities might lead the procesdinatl here, it is necessary from the
outset to stress that there be widespread unddmstaand commitment by the whole
citizenry of the urban sub-region and that respmlits¢s for activities be assumed
proactively by actors besides the local governmeé&herefore, the first step in bringing
the strategy to life would be raising the awarerafsthe citizenry concerning the aims
and ambitions of the process as a whole.
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The urban reality calls for a social dialogue fatmat differs from the national or
enterprise level bi-partite and tri-partite soad#&logue structures. Three main elements
differentiate urban social dialogue from the marguiar forms of social dialogde.

First, a broad-based involvement is typical foraurtsocial dialogue. Depending on
the specific context, dialogue partners can inclodicipal authorities, decentralized
line ministries, local branches of trade unionsarohers of commerce, small business
associations, cooperatives, business service pm®/idmicro-finance organizations,
vocational training institutions, community and igaus leaders, NGOs,
universities/research centres, etc. In this respgmcial attention should be paid to
groups that risk to be excluded from consultatioocpsses because they are not well
organized or because of other socio-cultural remsa@uch as informal economy workers,
women, youth, disabled persons, migrants, ethnirelagious groups, and home workers.
Care should be taken that the dialogue does ntituiti@nalize or sustain unequal power
relations.

Second, the dialogue topics are of a distinctivieinea Usually they concern urban
development issues that impact on the employmenatgin. For example, the lack of
productive and economic infrastructure and servieas a market, a business incubator,
ICT, financial services, etc.) can be a sourcedfalogue. Such topics typically require a
transversal, cross-sectoral involvement, especialhen one wants to address the
employment aspects.

The third distinctive feature of urban social dgle concerns its pragmatic
orientation whereas social dialogue at the natidenatl is mainly policy oriented. In
some cases, it is the practical nature that fatéli public—private partnerships among the
dialogue partners for the actual implementatiothefdialogue outcomes.

Private sector organizations are important urbatodue partners. Private sector
representatives can provide information on laboeimahnd, obstacles in the business
environment, and in the end become implementinthpes of the dialogue outcomes. For
example, in Sri Lanka, Micro and Small Enterpris&SE) Forums have been created as
public—private dialogue bodies that address iniqadr constraints in the business policy
and regulatory framework.

Civil society organizations bring a variety of imfeation and interests at the
dialogue table that otherwise may be overlookedaniples include: gender equity,
environmental protection, health issues and otlennecunity matters. Also, they can
become key implementing partners.

The overall goal of the process is to promote casise building and democratic
involvement amongst these actors. Successful sd@kbgue structures and processes
have the potential to resolve economic and sosgues, encourage good governance,
advance social and industrial peace and stabjégerate innovation and boost economic
progress.

8 This section draws heavily on Van Empel, 2008.

25



Box 3.1: Social Dialogue in the City of Marikina, th e Philippines

In the 1960s, Marikina was the envy of the emerging metropolitan Manila because it was host to big
industries that came to locate in an Export Processing Zone. However, in the 1970s, it lost its special status
due to changes in national policy and during the 1980s, suffered from the harsh competition from Chinese
industry. In addition, the city was plagued by floods and stories on crimes and grime. The negative image
was compounded by the chaotic system of industrial relations, when Marikina became a centre for militant
unionism in the country, with the 'class war' even becoming 'physical' for some management and union
officials. As a result, a large number of business and industrial establishments either closed down or
relocated elsewhere. Thus, by the early 1990s, nobody wanted to invest in Marikina.

Two subsequent mayors did a lot in transforming the City's image, by initiating reforms in the social and
physical infrastructures of the city such as the rehabilitation of the Marikina River, instilling civic discipline
among the residents, cleaning up the city and improving the overall system of local governance. These City
Executives also succeeded in establishing industrial peace and a favourable labour and business climate
through social dialogue whereby the social partners were able to settle labour disputes at the tripartite or
company level. Dialogue has been a major factor in the enactment of labour- and business friendly
ordinances such as the creation of a one-stop-shop business registration. Dialogue was crucial in
inculcating respect and trust between and among the tripartite social partners.

Source: van Empel, 2008

In some cities related participatory planning peses are already under way, such
as participatory budgeting or a City Developmematggy and as a ‘new’ initiative, the
employment strategy should acknowledge and whdevaet be coordinated directly
with or incorporated into these through the expamgif their focus and remit. An asset
mapping approach can identify stakeholders withemiial ideas, talent, technological
competence and finance who will ultimately enridie tplanning process and its
implementation.

First, stakeholders should be brought togetherréate and agree on a vision of
what the strategy is supposed to achieve locatiifowing, the vision needs to be defined
in terms of clear and measurable objectives, whighinclude numbers of jobs to be
created, and given perspective as to achievalality challenges, often undertaken as a
SWOT analysis (though other methodologies are alailable) that examines the
strengths and weaknesses, the opportunities agalt$io the achievement of the vision.

Producing this should already involve a wide raafjactors and in larger cities can
be undertaken in stages involving first local comitias and then coming together in a
city-wide event. The main aim of this exerciseoisdise awareness throughout the city of
the nature of the process which is about to unfGlearly the local media need to be
strongly involved in this activity aiming to disserate the results widely.

3.2 Employment Impact Assessments

No coherent planning for employment generation carproceed without an
adequate understanding and information base on théocal economy, employment,
available skills and consumption patterns and needs

Past municipal efforts to generate local employnamiost everywhere have been
undertaken on the basis of very little informationassess what is likely to be more or
less effective. Information required for planniieg employment generation includes the
structure of current economic activity — both ir tormal and informal sectors — and
skills locally available, whether currently in empinent or not. Information on
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consumption patterns and deficiencies amongst dloe with respect to basic needs that
are not being satisfied — resulting from a ‘quabfylife assessment’ as outlined in Box
3.2 below - is also essential in the strategy petlihere.

Sources of information may come from centrally-ecléd statistic and in some
cases local authorities also already regularlyecblsome relevant data. However, in
almost all cases available information is insuéfidi and it becomes necessary to devise
appropriate means to obtaining data which may delbusiness, labour market and
household surveys. Methods for gathering the datald also involve group surveys
such as ‘participatory issue analysis’ and ‘liféstipcus groups’ where groups of citizens
are brought together to discuss their problemspantential solutions and in the process
reveal a wide set of opinions and the extent chll&nowledge relevant to employment
needs and potential generators.

However, resources should not be expended on iattwm collection without there
first being clarity about the technical resourceailable for processing and using the data
and what is needed by way of information to realiee planning process outlined below.
Which institution or institutions will conduct theformation gathering exercise, where it
will be processed and how it is fed into the plagnexercise are also important early
guestions to be answered. Universities or colleges where there exist, arms-length
‘urban observatories’ and planning institutions toalso be involved. The whole
process should be coordinated by the local govemhme

Box 3.2: Medellin Quality of Life Index

In 2001 the city of Medellin in Colombia created a quality of life (QoL) index to assess exclusion
and poverty in the city and, since 2004, has monitored this index on an annual basis. The data
for the QoL index, collected through a survey of 20,000 households, are used to measure the
geographical distribution of poverty and identify areas where policies to combat social exclusion
should be targeted.

Out of more than 50 indicators used to measure the quality of housing, access to public services
and social security, asset endowment of households, and level of schooling of adults and
children in the household, 17 indicators were selected as the base for the QoL index. The
composite indicator was calculated using principle component analysis. The resulting index value
ranges from 0 to 100 (with the lower scores indicating a lower quality of life). The main
advantage of using a QoL index is the ability to account for the many factors that define poverty
in one indicator, going beyond the usual reduction of measures of poverty to income. The role
played by un- and underemployment — seen in the Medellin QoL index as important variables -
should become evident through such an approach not just as a reason for lack of income but
also loss of status and lack of satisfaction of psychological needs.

Source: Cites Alliance, 2007
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In deciding on a particular development path andtveiectors to encourage, insofar
as employment generation is of central conceris, itecessary at the outset to estimate
the wider employment generating effects of paréicuhterventions. On the one hand,
proactive local governments with the capacity tocpss in-depth information on local
economic activity can make direct use of the outfuthe surveys suggested above to
make strategic assessments of sectors and values chigh high employment potential.
In carrying out analysis and providing key datagoowth perspective, the size and actors
involved in particular value chains, the busineskages that exist and the “foundation
services” that are already underpinning specifionemic segments of the urban
economy (for example transport and logistical smwj or accounting and auditing), local
governments can help (potential) local and exteimadstors make better decisions. On
the other hand, employment impact assessmentsgaivarnment’s public investment
programme or budget, highlighting the employmerteptal in specific sectors, such as
in the infrastructure sector, can be useful to p®wata on the financial and socio-
economic advantages of employment-intensive appesam infrastructure investments.
Certainly with the estabishment of a more robustrtigipatory local economic
development and employment focus, this kind of yssland impact assessment tools
should become an integral part of all investmenalysis and local development
activities.

3.3 A Comprehensive Approach to Generating
Employment

A comprehensive approach to local employment geneian would integrate
employment concerns in all sectors of the local pduction and service economies
and seek to develop complementary linkages and eawnic multipliers for more
development.

Efforts to start or strengthen a local economicetigement process should integrate
employment concerns and maintain these permaniarfibzus. It should not be restricted
to initiatives in the economic sphere that genenagalth (for some) but should also cover
the human and social dimensions of developmentdney the quantity and quality of
jobs. Thus the analysis should look not only aemtses and what is being — or could be
— offered in terms of goods and services, but égu#l human and social capital to
address more directly the needs of the poor, imetudhat skills are present locally that
are un- or underused, and what skills are in denaardi could be usefully developed
through education and training (addressing a skilismatch). It should be looking at
further initiatives that might be undertaken imtsrof forward and backward linkages to
current activities and initiatives. Infrastructungestment that maximizes the use of local
resources has a strong employment multiplier efféctreates direct jobs for those
directly involved. The local resource-based appgnoagarantees a high indirect
employment effect through the increased use ofl Igoads and services. As a result,
local consumption and demand is stimulated fronidrigocal incomes with a resulting
induced effect for the local economy.

Five basic principles underlie initiatives that kamore broadly at the possibilities of
local and sub-regional job creation aiming towaadsiore proactive and comprehensive
approach to employment generation as follows:

= Starting from local skills and the knowledge angexience of local businesses, efforts
should go into building on these, creating ‘clusténat can synergize and interconnect
into a broader capacity to increase market shaeedtors where enterprises in the city
already have a presence. This is already a welblished approach and should continue
to be pursued but should not, however, resultéldbal economy becoming over-reliant
on one or a few single sectors.
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=  Where the city or urban sub-region currently preucaw materials or semi-finished
goods, exporting these to be manufactured elsewhtrdinished products, enterprises
should consider developing the capacity to useethrasy materials or semi-finished
goods to produce final goods locally either for @etpof for local consumption,
substituting for imports and serving local needs;

= Based on information from surveys, assessmentdaheumade of what, that is locally
imported, could be locally produced to satisfy loveed. Where there may currently be
a lack of effective demand amongst low-income gsplguch a strategy, with support
from the local authority, would help to create #mployment necessary to provide
incomes with which to buy local products. More atiglois, but also an important
component of an expanded employment strategy, $tatt to ‘re-colonize’ sub-sectors
that were perhaps present in the local economiidérpaist but have since given way to
imports. This means moving more dynamically intovnproduction areas on an
understanding of the need to be in control of tteagr part of the production economy
to satisfy local needs; Assess the overall labaticame of planned public investments
in terms of direct, indirect and induced employmaerat only to assess their short-term
effects, but also to assess the longer-term impagrowth and its distributional effects.
As many infrastructure projects in low and mediutoeime countries are co-financed by
IFI, these institutions should make all efforts dtbow for larger labour content in
infrastructure development which could lead to mte creation, greater ownership,
and can rapidly boost local economies.

* In recent years, urbanization has been increasiaigiyronmentally damaging. Waste
accumulation and the abuse of the resource baged@forestation, water pollution) as
widely practiced today are not sustainable andcjgdiwill have to be developed to
manage these resources more carefully. This wilerge ‘green jobs’ in both the public
and private sectors and throughout the followingspaf this Policy Paper, this should
be borne in the minds of policy-makers as an ingutrtask for the future.

With these criteria in view, the complete spectrafmocal economic and social
activity should be examined to see where enterpriseor cooperatives or social
enterprises — can be established to undertaketadvlefj income-earning activity, or local
existing enterprises can be expanded to underekeantivities.

The Primary Sector

In the not too distant past, most of the matenalsded to build and maintain towns
and cities — including food, building materials dndl - came from the surrounding sub-
region. These were supplied to towns and citiethén sub-region where many of the
household and other goods consumed in the subrregise manufactured. Indeed in
poorer urban regions even today the rural-urbakagies are still very important for the
livelihood of cities. In the North and increasingly the South these links have been
falling away with national and global productionaats resulting in a situation where
even simple products come from the other end ofwbdd — sometimes having been
assembled from components made in a number of iGesint

Urban and peri-urban agriculture has been growing gerywhere as a means
both to create local employment and to improve foodecurity.

The recent emergence of urban and peri-urban digmeu- not only in Africa and
Latin America but also in such unlikely cities asaR®a and St Petersburg - is indicating a
significant return of food production to the vidiniof consumers — benefiting from
reduced transport costs, peri-urban agricultur® g@sovides jobs, income and food
security to local producers. Box 3.3 describesgitusvth and impact of urban farming in
Havana and latterly in Caracas.
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o CIDB, 2004.

Box 3.3: Urban Farming in Cuba and Venezuela

With the collapse of Communism in the Soviet Union, Cuba, that had hitherto received energy
and other resources from the Soviet Union, was thrown back on its own resources. With shortage
of agrochemicals, food production declined and the country was on the verge of famine initially
contained through efficient distribution of what food there was. Experiments had already been
made into intensive organic vegetable farming, including hydroponics, to satisfy urban food
needs and the new situation drove this on to become a major mass movement. The Ministry of
Agriculture led the process but finding appropriate land and rooftops to farm as well as
development of local innovations was undertaken at the sub-municipal level by designated
coordinators with crucial coordination by the local administrations. By 2005, 50% of Cuba’s
vegetables were being produced through urban and peri-urban organic farming and Havana even
reached 90%.

Seeing on a visit to Havana the success of this, Venezuela’'s President Chavez introduced urban
gardens into Caracas as part of his far-reaching programme of economic indigenization. By 2005
some 4,000 urban gardens had been established on vacant lots, in barracks and on peripheral
land in and around the city. Subsidised by the government and with the operators organised into
cooperatives, these gardens provide a significant amount of employment for the hitherto poor and
unemployed, including unemployed youth in informal settlements.

Source: Feeding Ourselves: Organic Urban Gardens in Caracas, Venezuela -
http://towardfreedom.com/home/content/view/869/

Building materials production — such as stone, briks, timber, plaster and fibres
- could also ‘come back home’ again if conscious efis are made with the
collaboration of local architects and the buildingindustry to specify these materials
and define appropriate building regulations.

The building sector (including housing) and builglimaterials industry have
immense potential to create more employment, thrahg use of local materials, local
technologies and local small-scale enterprises. éxample, research in South Africa
revealed that a masonry house may generate 3.5 tmme employment than an
equivalent precast concrete house (at approximdtedysame cosf).The choice of
technology not only influences employment paransetér also determines who will
benefit from this employment. Choosing appropriaethnologies and (traditional) local
building materials provide important employment ogipnities to unskilled or semi-
skilled people.

Small-scale, relatively labour-intensive building aterials manufacturing
technologies are generally associated with largettipier effects than large-scale,
capital-intensive technologies because they tends® locally manufactured tools and
machinery and are marketed and transported by swalk enterprises. The production in
small units close to markets creates local employmile also reducing transport costs.

It is vital to develop new sources of energy fromhe urban sub-region to
mitigate greenhouse gases and because fossil fugif become increasingly scarce
and expensive in the coming years.

The ‘spike’ in oil prices in mid-2008 was not a dam event but was the harbinger
of things to come in the following years: fossielsi will become increasingly expensive
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and unavailable. Furthermore the use of fossilsfige the main contributor to climate
change and so municipalities should be seekingntbdlternative, renewable sources of
energy. There is thus an urgent need for citieotperate with surrounding sub-regional
authorities to seek and develop these resourcesorhe regions there is still significant
untapped availability of hydropower from micro- amini-hydro plants. Wind power
may also be possible and wave and tidal power asted regions. Fuel from biomass,
which in the past was - and still in some more remuwban sub-regions still is — the main
source of energy should be revived. All of theas and should be developed in local
resource-intensive ways bringing a significant antocaf work back into the peri-urban
hinterlands.

Manufacturing

Local manufacturing for local use has declined grely everywhere but the
potential to ‘re-colonize’ productive sectors is shbistantial — although this needs to be
sheltered against unfair, highly-capitalized exteral competition.

Mechanization and automation has led in the wotlthemy as a whole to an ever
diminishing workforce in manufacturing. Furthermoreglobal restructuring of
manufacturing is coming to concentrate this inva femainly Asian — countries. In many
countries manufacturing employment has declinddgs than 20% of jobs. The immense
productiveness of these industries in an internatidree-trade regime means that
markets in developing countries are flooded withiealth of goods which, however, few
can afford because they do not have an incomecasseequence of lack of jobs!

Initiatives to create employment therefore needdisider how manufacturing can
be ‘re-colonized’ by enterprises ‘moving up valdeios’ and recovering skills. Whilst
exporting produce from new enterprises should eoatbandoned — and possibilities for
producing for national and global markets shouldtiome to be explored - the chief
focus should be on identifying local needs and upg goods to satisfy these. A natural
place to start is in processing raw materials fribi sub-region: food and building
materials. But manufacture of furniture and otheundehold goods and even textiles and
leather, garments and shoes can also be recovased bn raw materials produced in the
sub-region.

Labour-intensive production need not abandon mashiout should aim to de-
escalate the over-productivity of modern machinggs ibtroducing appropriate
technologies which require more labour and allow dgeeater ‘people-centred’ control
over the work process. Whilst these initiativegedhéo be developed in communication
with communities with regard to needs and marketsill at the same time be necessary
to introduce tax concessions and/or subsidies #ettesing regimes to defend local
initiatives against unfair advertising and compatitirom capital-intensive corporations
and emphasising the advantages of producing antbuying local’ including both
sensitivity to local needs and tastes and theioreaf local jobs.

The Service Sector

Too much employment in the informal economy, whilstoeing redistributive,
serves little social purpose. There is, however,reeed to improve environmental and
socially useful services and municipalities shouldead in encouraging these to
develop.

The service sector has, in recent years, becomelatigest employing sector
everywhere being clearly related to rapid urbammatwith the workforce growing
considerably faster than the demand for labour.wéier, it is not so obvious that at
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present employment in much of the sector is oftggeaial value (banking and real estate
in rich cities and street trading in poor citieg)though it is vital as an economic
redistributive mechanisms. However, the informatviEe economy provides some
income to many who cannot otherwise find gainfupkryment but also provides cheap,
mainly personal, services — such as hair-cuttiafg sf ready-made food and repairs —
serving the poor affordably and benefiting alsolik&er-off. Successful initiatives in the
primary and manufacturing sectors could providekwmr many currently in the less
socially useful sub-sectors of the informal sengcenomy and in the process make for a
tighter labour market in the service sector thdk mglp overcome underemployment via
more demand per worker. At the same time this shauduce rising prices and thus
rising incomes, to help raise informal workers outheir poverty.

Environmental services which in the North are gelepaid for and organized or
contracted out by local government are, in the ISoot some sub-sectors, provided
predominantly by the informal and semi-informaltees. These include services vital to
the functioning of cities, including waste recydir in large southern cities employing
hundreds of thousands in waste picking — and lteadsport. Improvement of these
services is often urgently needed and in so farloasl authorities take on this
responsibility then this should as far as possibée include improvements to the
organization of the services and improvement ofkimgr conditions amongst those
already working in these sectors. EnvironmentaVises could also be extended to a
more thorough consideration of environmental improents as part of a general strategy
in the currently widely discussed area of ‘gredrsjo

Further reading:

ILO/UNEP: Green Jobs. Towards decent work in a sustainable, low-carbon world. Policy
messages and main findings for decision makers, This report focuses on green jobs in the
following six economic sectors that are particularly important in terms of greenhouse gas
emission and use of natural resources for raw material, as well as their contribution to the
economy and as sources of employment and income: energy supply, in particular renewable
energy, building and construction, transportation, basic industry, agriculture and forestry.

The interactive local development planning procassuld also explore what local
services are currently underprovided. In developmahtries the social services including
health, education and child care but also commusétywices and services in the arts,
culture and entertainment, provide a notable prigoiof overall of employment. These
services are often under-provided in cities of tEpieag countries. As a middle class
emerges, these services will become more in demaddnay need some help to take off,
for instance through Business Development Servitessouth Africa, a social sector
component was included in Expanded Public Workgramme (EPWP), focusing on
two areas: (1) Home/Community-Based care for pewglle HIV/Aids or TB (HCBC)
and (2) Early Childhood Development (ECD) notahigahes. In the Community Work
Programme (CWP), communities are tasked with ifign and prioritising ‘useful
work’. The definition is broad; the work must cregiublic goods or services, and/or
improve the quality of life at local level. The widnas to be at sufficient scale to absorb a
target minimum of 1,000 per site, and it also lwalsave a labour intensity ratio of at least
65%. The CWP is also an employment safety net afdts 2 days of regular work per
week to those who need it in an ongoing programnhecal level. (ILO, 2010)
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3.4 Improving Productivity and Working Conditions
in the Informal Economy

A long term vision can be developed to address theeeds of those working in
the informal economy with a view to progressively &ing incorporated into the
formal economy.

It was noted earlier that few local authorities palequate attention to the local
informal economy, the poor conditions which thoserking in the informal economy
suffer and the fact that almost everywhere in tbetlsthis is where the majority of the
workforce is forced to work largely as a conseqeenicthe lack of formal employment.
Local authorities need to have a two-pronged ambréa addressing these problems. The
first is to ensure that priority is given in deveilag the kinds of local economic initiatives
outlined above that will improve conditions for #socurrently working in the informal
economy and ideally contribute to formalising hitbeinformal work — i.e. improving
security and access of informal workers to divessevices from which they were
previously excluded.

Secondly, even before formal work conditions cargererated for those working
informally, the local government could develop digoon the informal economy that
maps out initiatives that can be taken for différeategories of informal workers —
focusing particularly on the most disadvantagedusiog women — that will alleviate
their circumstances. Measures might include thetiaio of a regulation concerning local
government policy towards the informal economy apécific regulations relating to
particular groups; provision of basic ‘life traigin steps that might be taken to facilitate
the extension of social protection; the removabaifriers to formalization and access to
services, finance and other benefits; encourageméninformal workers to form
associations and for employers associations aradl bwmanches of trade unions to assist in
this and to collaborate with them; proactive med$ras to eliminate discrimination but
also to assist families to find alternatives tdathabour. Finally, local authorities should
ensure that the interests of those working in thi@rinal economy are adequately
represented in the planning process outlined iddl@wving section.

Improving the skills of informal economy workerskgy to their ability to access
gainful jobs, improve productivity and income. Yftrmal training systems have proven
inadequate to reach out to and to meet the needmfafmal economy workers.
Community-based programmes and projects are pwrfiing this gap. The ILO has
developed a specific methodology — Training for &ldEconomic Empowerment (TREE)
- that is applied in several countries. The methagloemphasizes the identification of
potential wage and self-employment opportunitied #meir training and non-training
requirements before organizing and providing trajrand post-training support services
to poor and/or disadvantaged individuals in comrtiesi Such opportunities are assessed
in the context of communal development plans andemgse of both formal and non-
formal training offerings that are available in thealities (ILO, 2007b).

3.5 Local Development Planning with Employment
Generation at its Centre

Mechanisms for including employment concerns iralatevelopments planning can
be formal (appoinment of a specific municipal stame for development, work and
inclusion in Osasco) or informal (dialogue foraskidorce), or a combination of both,
according to the situation. In most cases, thel lgogernment will play a coordinatory
role but decision-making structures should incladeide range of actors who can then
take on responsibility for various parts of strgtegplementation.
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An important initial decision where the local auibowill play a crucial role is to
decide on inter-municipal relations in the plannprgcess. This will require a structured
planning process and an appropriate institutiooafiguration to allocate responsibilities.
Throughout this Note there is reference to the ety its sub-region and an early
decision will need to be taken concerning how theaainding municipalities will be
included and indeed how far beyond the city bouedathe planning process should
extend.

One way of defining the territory that is econortlicand socially determined by a
city is the definition of its “Functional Urban AagFUA). Cities are expanding ever
more, more and more residential settlements andgsindl areas are being created in the
fringe areas of cities, with many employed and upleyed commuting daily to the city
centres, resulting in multiple direction travelMork flows. The FUA determines the
increasingly interwoven and interactive functionadion that encloses the core and the
fringe areas.

Furthermore, there is likely to be some cooperatigth more distant locations
where there is insufficient demand for particularvices in the urban sub-region in
guestion — such as particular vocational trainikijss— and so there will need to be a
distribution of services negotiated between pogsibleral cities.

The initial visioning and SWOT process should Iéadhe identification — or self-
identification — of a range of organizations andtittions that need to come together
with the remit to develop the strategy — and plams detail and to take these through to
implementation of programmes and projects. The#einclude, besides appropriate
sections of the local government — including froerijurban jurisdictions - employers’
associations (chambers of commerce and industneéghe banking sector), trade union
representation, representation of associationsfofrnal and home workers, academic
and training institutions, relevant non-governmerganization particularly to represent
disadvantaged and minority interests and so on.

The institutionalization of urban dialogue mecharssin the policy environment
contributes to its impact and sustainability. Thare multiple ways of organizing and
rooting dialogue in the local setting. They includeormal dialogue fora that are driven
by a dynamic, dialogue culture and formal dialogom that are attached to urban
governance structures or formalized through agregrend institutional back up, like in
the case of Marikina city (box 3.1 above) and Osdbox 3.4 below). Besides, dialogue
bodies can transform into implementing structuiiéss is the situation, for instance, of
Local Economic Development Agencies (LEDASs), whiate constituted by a broad-
based public—private assembly. In Mozambique, ¥perence of the LEDAs resulted in
incorporating them into a broader institutional-getat the national level, recognizing
LEDAs as essential instruments in implementingrtagonal poverty reduction strategy.
Also, some types of public—private partnerships ameexample of an implementing
arrangement of dialogue outcomes (van Empel, 2008).

These varying forms of sustained dialogue mechanisi@ve two aspects in
common. First, they are all the result of a lengihycess of confidence building between
and among the dialogue partners. Secondly, theg lymined recognition of related
decision-making structures such as Municipal AsdesmbMinistries at the central level
or national tri-partite social dialogue bodies. Tdwdernal recognition of the dialogue
forum is influenced by, amongst others, the repredi®on, legitimacy and technical
capacities of the dialogue partners. For it to hkeggtimacy, it is imperative that the
forum ensures adequate participation in strategiistbns of all key stakeholder groups.
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Box 3.4. Inclusive economic restructuring: the cas e of Osasco, Brazil

Due to industrial restructuring, the city of Osasco lost some 20.000 industrial jobs during the 1990s, open
unemployment increased from 11.6% in 1985 to 18.6% in 2004, and the share of formal employment in total
employment decreased from 58.9% to 44.7% over the same period.

Since 2005, the local government of Osasco has developed a framework for promoting employment and
decent work by creating and linking on the one hand policies and programmes aimed at income redistribution
and emancipation focused on vulnerable families and unemployed workers, and local economic development
on the other. The redistribution programme comprises initiatives in the fields of minimum income, conditional
cash transfers, capacity building and socio-educational activities including a Pro-Youth programme.
Components of the emancipation objective (the Osasco Solidarity Programme) included incubators for
cooperatives or other community initiatives and entrepreneurs through capacity-building, micro-credit,
marketing and networking. Pro-active local economic development policies led to initiatives in the fields of
labour market intermediation, business development services, and information sharing on the main tendencies
in the labour market (creation of a labour market observatory). Public Centres for Employment, Work and
Income (Portal do Trabalhador) were created to provide ,one stop“ services to the unemployed and self-
employed in the informal economy, and ,Digital Inclusion Centres" providing computer literacy courses and
access to information in low-income areas of the city.

However, the most important policy lesson from the Osasco experience is that the local government played a
strategic role in networking and building alliances with a range of partner organizations in and outside local
government. While the state and federal government were strategic partners in the redistributional and
emancipatory programmes, a wide range of non-governmental actors — such as universities, training centres,
labour unions, employers’ associations, enterprises and banks — were crucial allies in the finance, design and
execution of its local economic development programme. The appoinment of a specific municipal secretary for
development, work and inclusion was important to coordinate these policies and programmes, and to ,lobby*
the other secretaries of local government to maximise the employment impacts of their policies and
programmes. Furthermore, right from the initial stages institutional structures and a regulatory framework were
created to reduce the vulnerability of programmes to changes in local political conditions. Thus, most of the
programmes were embedded in a legal framework negotiated with, and approved by the municipal council.

Source: Klink, 2009.
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Further reading:

The Local Development and Decent Work Resource Kit (ILO, 2006) aims to provide tools on how to promote
LED through an integrated Decent Work approach. It provides additional value to conventional local economic
development approaches by (1) explicitly incorporating the Decent Work perspective into local development
agenda, and (2) integrating economic and social concerns and objectives. The Resource Kit is a collection of
practical and easy to use tools that are designed to help and enable local planners, decision-makers and
development practitioners to make decisions and implement actions with a view to promoting socio-economic
development and employment. It deals with a wide range of topics concerning local economic growth, job
creation and job preservation, improvement of the quality of jobs, making local development benefit the poor,
ensuring equal opportunities for all, protection of rights, and promotion of voice, representation and social
dialogue in local governance. The kit is based on local development knowledge and practices in the Philippines
and other countries.

UN-Habitat's training manual in four Volumes Promoting Local Economic Development through Strategic
Planning (2005), whilst focused on local economic development (LED) as a whole, is also very much concerned
with the question of how to increase employment at the local level.

Cities Alliance Understanding Your Local Economy: A esource Guide for Cities (2007) addresses the challenges
of analysing local economic conditions and a city’'s comparative and competitive advantages. The Guide
presents practical approaches to conducting citywide and regionwide economic and competitive assessments. It
includes advice on how to choose local economic development (LED) indicators and tools that can assess a
local economy’s competitiveness.

The incorporation of employment and decent work coecerns into Local
Economic Development strategies adds a new dimensito address the problems of
poverty and social exclusion. It also facilitateshie integration of social and economic
issues and objectives into local and regional plammg processes.

A time-table for strategy implementation will becessary, defining outputs, who
will produce these and logistics for carrying thghudecisions on the part of the various
participants. Two kinds of plan will be necessaighort-term action plans should be
designed to demonstrate the efficacy of the planpirocess and to take opportunities
dynamically when these arise. But there need®ta long-term strategic plan that turns
the vision and strategy into a more concrete fraonkvior decision-making over the
coming years to realize the many possibilities idiexl to develop or ‘re-colonize’ areas
of production and create employment-generatingaiiies.

The local authority would in general be expectedatilitate the process of plan
implementation that could include the provisionimfastructure such as serviced sites
and ‘business incubators’ for favoured developmsettors which might also be
associated with technical training institutions.xTlareaks, subsidies and equipment
leasing should also be available for enterprisgplging or producing in the framework
of the plans. Effective communication should bealsiggshed with BDS providers and
consumer groups to participate in decisions on ymbdevelopment Box 3.5 describes
how such connections between consumers and sulnedgiproduction has been
established in many cities in Japan. It is by cating all parts of the system from plan
through production to consumers that the (re)bugdif the local economy and revival of
the possibility of full and productive employmentdadecent work for all may be
achieved.

Planning for urban employment generation should inelve consumers as well as
producers in determining new initiatives to be supprted by the planning institution.
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Box 3.5: The Japanese Consumer Cooperative Movemen  t

In the early 1960s, the Japanese consumer cooperative movement adopted a strategy of
encouraging groups of about 10 households — with women playing the main role — to meet
for group purchasing. Some of these groups - which are called ‘hans’ - organise self-
education courses on consumer issues and are consulted by the cooperatives of which they
are members on product development and quality. Some are moving into local social work
in response to problems arising from a growing elderly population. Many groups — totalling
millions of members — participate in the ‘Teikei’ system of purchasing fresh food from peri-
urban organic agricultural cooperatives. Products available from the cooperatives cover
most of everyday household goods.

3.6 Legislative and Regulatory Framework

The planning processes outlined in the foregointagraphs imply the need to
further consider what legislation and regulationgimi be needed to facilitate the
production and implementation of the kind of empi@nt-generating strategy outlined
here. The planning process could be steered byE@momic Development and
Employment Forum (EDEF) or task force, that woukhéfit from local ordinances
defining its legal structure and remit. Its mabjextives would be to develop and sustain
an employment-focused local development processniopuraging local production for
local use and consumption, providing support todbeelopment of procurement rules
that generate more development, promote advertisirigcally-produced products, and
orienting the decision—making process towards loedource-based, employment-
intensive investments and supporting structurefavour of local enterprises and the
informal economy. It should also help to orientadedllection on employment trends, and
make sure resulting initiatives address the neédbeopoor, and women and youth in
particular.

Local ordinances and regulatory structures will ned to be adopted by
municipalities to implement the urban economic deMepment and employment plan
effectively.

In structuring this framework of facilitation, thiesue of possible capture of the
process by powerful local interests who take a#f tpportunities must be guarded
against. Also corruption by staff of the regulat@gencies using new legislation and
regulations as a means of exacting bribes neeble t®cognized as a problem and the
control and regulatory processes designed fromothieet to be clear and transparent,
even with permanent external scrutiny through l@dal society organizations having a
direct supervisory role.

3.7 Financing Employment-Creating Local
Development Initiatives

In so far as local governments already have planpowers, these can, particularly
in the context of decentralization of powers, ipmyate at least aspects of the
employment planning processes into their existitagnung responsibilities — requiring
more a change in internal planning skills rathanthew financial resources.

Although the current financial crisis is affectingthe ease with which finance for

new initiatives can be found, there are many possdiliies of creative local financing
and also international support for well-planned andexecuted new initiatives.
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However, other actors should provide finance fa tomponents for which they
become responsible. Furthermore, finance for thenrphg process may be created
through a small levy on local businesses, as isesioms undertaken for skills
development and representing acknowledgement afithport they can expect to receive
as the results of the new planning process confiuition. Support from international
development sources might also be expected adreaslybeen forthcoming in numbers
of regional initiatives towards local economic depenent (such as ECOLOC in West
Africa and PRODERE in Central America).

As noted in section 2.3 above, sources of finamcesmall businesses have been
proliferating in recent years particularly with tlspread of micro-finance institutions.
However, at the time of writing, the rapidly worssmn economic crisis is resulting in
many financing routes becoming more restrictedvextbeless, there are many creative
ways to financing new initiatives that include ceomive banking ranging from
traditional savings and loan circles to credit msithat ‘boot-strap’ the creation of small
and micro-enterprises that can be significant eltimger run if the businesses are in fact
successful.

A further source of finance potentially availabifemost developing and transition
countries that has as yet received too little #ittaris through harnessing remittances for
development purposes. Remittances have becomen#icsigt — even substantial -
contribution to the national product of many southeountries. Whilst in the past the
assumption was that these are the private busoidbe senders and recipients, recently
increasing interest has come to be placed on ttential investment of remittances in
development projects. International agencies tioly the World Bank and IFAD are
focusing on possibilities and migrants and diaspar@ themselves clubbing together to
generate pools of resources for community developnback home. Some national
governments are creating funds or issuing bondsdispecifically at migrants for use in
national development projects. Local authoritiealdceequally consider where there are
significant numbers of local people working ovesséa create similar facilities to assist
in financing local development.

3.8 Orientation, Education and Training in Support of
Local Employment

The approach to development set out here will reqeonsiderable enlargement of
the skills base of any city sub-region embarkingtlus path. Indeed, this is one of its
advantages, that it values skills and it is to bpdd not only that the development of
skills will be complemented by growing demand fbem, it will also be personally
fulfilling where people can feel they have a reaticibution to make to local society.
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Box 3.6: Solidarity Economics in Brazil

In response to a series of solidarity movements, the Brazilian Ministry of Employment and
Work established a secretariat of ‘solidarity economics’ that aims to assist local governments
to develop local economic initiatives based not on the profit motive but, rather, on principles of
social justice and equity, cooperation, self-management, collective ownership of the means of
production, decent work and social and environmental sustainability. By way of example, the
response of the city of Osasco in Greater Sao Paulo created a Public Centre for Community
and Solidarity Economics to raise consciousness and develop ideas and also a Public
Incubator for Community and Cooperative Projects aimed at producing practical results.

Within a year of the start of the initiative, 27 community entrepreneurs and/or cooperatives had
been processed by the incubators with moves to upscale the programme. The Federal
University of Rio de Janeiro is contracted to assist and staff have been trained to run the
facilities. Training manuals and reference materials have been generated for selected sectors
including textiles (a traditional local industry), food processing, recycling and urban agriculture.
The whole is seen as an essential social learning process in alternative local economic
development.

Source: Klink, 2009.

Just as currently encouragement is being givenchmas and colleges to teach
entrepreneurship as a prelude to creating a j@ gfaduation so, insofar as the strategy
set out here is adopted, information on the styategl how entrepreneurship fits into this
should be added to the curriculum. As noted, BB®ains important to the strategy
with, however, the addition of help to would-berepteneurs and ongoing businesses to
orient themselves to productive and service a@vithat are more likely to be supported.
These initiatives will need to cover product andibass developing, packaging and
marketing projects, linking ideas, talent, locadets, technology and finance.

Universities and other higher education institusiothat in many developing
countries have been focusing on globalization assuds in national economic
development should be encouraged to adopt the mespgctive. This would not lose
sight of the global, in that this will continue éaercise an influence. But it should focus
more attention on how the benefits of the global lba harnessed whilst overcoming the
disbenefits and how structural changes can be maithen the local and sub-regional
economies to address local needs better.

Vocational training can be found in many citieghie South organized in a variety
of forms ranging from internationally-supported ioaél networks of training
establishments through initiatives of local authiesi to private institutions. It is clearly
important that these provide both courses in siiiserally required in broad branches of
employment but that there be strong links with bess to match skills with needs.
Realization of the strategy brings an additionahehsion to curriculum development of
training colleges, orienting courses to skillsrimag for economic sub-sectors favoured
by the plans. Research and technology developmedotal resource-based management
in alliance with local institutions and univers#tiewill also guarantee added local
knowledge value and expertie

19 As an example, the ILO has collaborated with ssvemiversities and training centra to
introduce labour-based technology into their unded post-graduate civil engineering courses.
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Labour-intensive methods and new initiatives in loal manufacturing will need
appropriate technologies which may already be on thmarket but may also need to
be locally developed.

Furthermore, the need for technologies appropt@aideveloping the selected sub-
sectors points to the need for some local eduddtion training institution (ideally a
technical college) to take on the responsibilityexploring what is already available
nationally or internationally that could be relevamd appropriate. If relevant machines
and implements are already available these wiltinede evaluated against requirements
and if necessary locally produced in modified forfihno relevant technologies are
available for particular needs, then the institutghould be assisted as part of plan
implementation to develop them.
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Conclusion

Hopes of generating employment at the local lewalehgenerally involved two
approaches. On the one hand local authorities sawght to attract FDI and other forms
of investment originating from outside the munidigya Firms offering jobs under such
investments tend to be small in number and pregariince governed by market forces
not controlled locally. Today, with the spreadingoeomic depression, the hopes of
finding enterprises that are interested in makieny mvestments are reduced.

The other main approach that has been taken to atothk incipient decline in
formal employment on the part of the developmeminages has been to help establish at
the local level means to assist those with entreargal ambitions to start new
businesses or, in the case of small businessesdglr@nning, to assist them to grow.
Although small businesses certainly are a substastiurce of employment everywhere,
the promotion of small businesses has not provdaeta particularly successful way to
confront the long-term decline in employment.

In short, a new direction is urgently needed to lcanthe grave employment crisis.
This requires a fundamental rethinking of the wawhich local economies work and to
find ways to reconstruct them with the generatibproductive and decent employment
as the main goal so that citizens can gain an iecant experience the benefit of social
integration and the psychological satisfaction wfgpseful work. The strong connection
between poverty and joblessness has been neglecteab long and a new approach to
social and economic development with employmeniegdion at its centre is urgently
needed as the way out of poverty and towards thiexement of liveable cities.

What distinguishes the above strategic approactydoerating urban employment
from conventional approaches towards local econateielopment is that employment
is an explicit rather than an indirect objectivaislstrategy goes beyond the conventional
wisdom which says that given a good climate fondddusiness; the private sector will
prosper and create jobs. This is a strategy taripdeimented by municipalities as public
policy agents. The strategy recognizes the impoetaoi public policies not only in
providing an enabling environment for the privageter, but furthermore in enhancing a
number of areas where cities and urban local gowemh units actually have a
comparative advantage for job creation. These decthe ability:

= to foster local-level alliances in favour of jobeation, including participating in and
setting the stage for urban social dialogue (briggiogether the key actors concerned
with the world of work at the local level);

» to shape the regulatory framework at the local lléwdoster job creation. Many local
ordinances and regulations regarding zoning, bigdind tendering, business start-ups,
street vending, recruitment, etc. are directly ratinectly shaped by local government
units;

= to direct investment resources towards forms ofastfucture and social service
development which favour local job creation;

* to experiment with new and innovative sectoral apphes to job creation, including
green jobs, urban agriculture, sub-contracting mrlsarvices to community-based
organizations and small businesses and micro-ergespwhich were initiated in the
informal economy;

= to harness the above areas in order to improveuptmity and working conditions in
the informal economy.
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In addition to the above, there is new interestlinect job creation through public
employment programmes and even employment guaramegrammes. Such
programmes can be a key element of stimulus paskageé in place as a result of
financial crises, and municipalities can have aepil role to play in planning and
implementing such programmgs.

The menu of policy options presented in this stpateote, to be put into practice,
should be integrated into the framework documentschv have been adopted by
municipal governments and other Cities Alliancetpans, namely, City Development
Strategies and Slum Upgrading Strategies. It ipgsed that this Policy Paper be tested
in some municipalities, and the actual impact afhs€DS or SUS on job creation be
evaluated once these strategy documents have beeded and implemented.

™ For more information, see ILO-ITC Training CousePublic Employment Programmes; and
www.economistsforfullemployment.org
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