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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 and,applied 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 Research Paper originates in a concern arhangsre group of Cities Alliance
Development Partners that job creation is not cieffitly 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 as well as for their sustidiilgallhe International Labour Office
(ILO), whose mandate is to assist governments #met social partners 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 Research Paper provides the backgrthatdvas used to develop the Policy
Paper.

Prior to the development of this Research PaperCihies Alliance and the ILO have
collaborated in the field of urban employment tlgioithe organization of a roundtable
discussion of donors and development partners dre ‘Huture of Urban Employment,”
hosted by the International Labour Office with tt@laboration of the Department for
International Development (DFID-UK), the Swedish teimational Development
Cooperation Agency (SIDA), UN-Habitat and the WadB@nk; and in the Preparation of a
Discussion Paper, “Cities without Jobs,” which wigstributed to Cities Alliance Members
at the Consultative Group Meeting in Manila in Nanger 2007 .

This Research Paper therefore is built on the fatiod of an ongoing consultative
process with Cities Alliance Members and Partn#rsepresents one step in a process
which should ultimately support city governmentsl aheir partners in the creation of
decent and productive work. Three case studiesgedvdescriptions of initiatives for job
creation and improved working conditions in Bratlile Philippines and in South Africa.
Based on these case studies and further reseawlemmployment promotion in cities
around the world, the ILO produced a Policy Papsbliphed as a separate document,
which provides an overview of the global employmerigis, a description of what some
local authorities and their partners are currealifgady doing in this area and then presents
a summary of an integrated approach for job credhat can be taken at the urban level.

The ILO has consulted with the following key parsién the development of this
Research Paper:

United Cities and Local Government (UCLG), the iintgional association of local
governments;

UN-HABITAT, the UN agency responsible for assistiggvernments and other
actors in the area of urban development and houting mandated by the UN General
Assembly to promote socially and environmentallgtainable towns and cities with the
goal of providing adequate shelter for all. Ovee §ears it has produced a wealth of
documentation, training materials and other resmiuseful for local governments.

The Cities Alliance (CA), a global coalition of ieis and their development partners
committed to scaling up successful approaches barupoverty reduction. The Cities
Alliance funded this Research Paper, a Policy Papéithe three case studies.

It is recommended that this Research Paper, aldathgtine Policy Paper be circulated
widely amongst local authorities, particularly etcontext of the further development of
City Development Strategies. One or two cities Wwhice in the process of developing
CDS or Slum Upgrading Strategies, with the supmdriCities Alliance development



partners, may wish to test the Policy Paper aslado the integration of employment into
their development and investment plans. Such ptotiould lead to the development of a
local employment strategy. These reports can be tseraise awareness, provide an
agenda for discussion with development partners gimd concrete guidance for the
generation of employment and decent work. Theyefited from Mr. Adrian Atkinson’s
extensive experience in urban development and frguts from the ILO Global EIIP
Team, in particular Marja Kuiper, Terje Tessem afitb Tsukamoto; and from the Job
Creation and Enterprise Development Departmenpaiticular Kees Van der Ree from
the Employment Sector; other ILO experts, in patic Edmundo Werna, from Sectoral
Activities from the Social Dialogue Sector and &teWliller from the Economists for Full
Employment Network.

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

Investment Programme

Vi
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Chapter One: Overview

1.1 Purpose of the Report

Some decades ago, the world entered an era ohdealithe provision of adequate
and decent employmentAt the onset of the crisis in 2008, this has taketurn for the
worse; every month in the United States more thah d& million more employees have
been made redundant and in China, tens of millltaage been released from their jobs.
Unemployment levels are rising everywhere and attittne of writing, the bottom of the
depression is not yet in sight.

Upon closer inspection, the drama of rising unemplent does not appear to show
the full extent of the crisis. Over the past twecades, in most developing countries,
growing unemployment has been masked by the fattititreasing numbers of people
unable to find secure, productive and decent ennpdoy have been entering the ‘informal
economy’ because they need to find some meangwihgaa living. Here, work is mostly
poorly paid and conditions are insecure and oftamatdous. In recent years, barely ten
percent of job seekers in Africa and Latin Amergcaild expect to find work in the formal
economy and even in those Asian countries that haes experiencing rapid economic
growth, and have become the “workshop of the wotls is far from generating full
employment. Only few people wishing to earn a nliyvithrough regular, decent
employment are actually able to find it and thgéamajority must, in consequence, create
their own means of earning an income.

In the countries of Eastern Europe and the Commahivef Independent States,
unemployment and underemployment, and the comp@eiteof many from the labour
market, are in widespread evidence; however, icadks the economies had—prior to the
current crisis—recovered from the catastrophicagsde following the end of the Soviet
Union and the informal economy is less obvious tihardeveloping countries. In the
northern countries, the informal economies remamals As there are more substantial
social security arrangements, the pressure toViark to earn a living has not been so
great. However, there has been a growing tendesrgplbs to be short-term, part-time and
temporary, indicating that here too, the increasimsgcurity of employment and, in recent
months, open unemployment, has been growing rapidtyany European countries.

Efforts by governments to generate employment lgareerally been of two kinds.
Central governments are concerned on the one bamgvelop the national economy and
on the other, through macroeconomic measures asidtate, to develop particular
industries; the presumption has been that succillssonwsequently generate a demand for
labour. It is evident that even where these meashawe been successful in promoting
economic growth, increased employment has not sapgdollowed, with the emergence
of the phenomenon of ‘jobless growth’.

A number of additional tools have been developehtiervene in the labour market,
in order to maintain and stimulate employment; ¢ha®e discussed later in this Report. By
no means, however, have these been applied conibistat the local level a number of
initiatives are being undertaken, which are aimeghaployment generation in isolation and

® For a detailed analysis of the employment crisis by region, see Ghose, Majid and Ernst (2008)



include measures to attract inward investment, atitare and specific vocational training,
encouragement of small business development amd otbasures that do, however, remain
fragmented and, being focused mainly on local esvaodevelopment (LED), rarely
possess a direct focus on employment generatiendcs

This Report, focusing on the potential role of logavernment in employment
generation, is written within the general remittbé International Labour Office (ILO).
This follows from many initiatives in this field atne part of the ILO and especially the
strategic framework provided by the Global Employiagenda (ILO 2003). In the past,
local governments, especially in developing coestri have had very limited
responsibilities and resources with which to manatpan development and, so far, almost
nowhere has it been seen as a substantial respibpsiblocal government to coordinate
local economic development or, in particular, torégponsible for generating employment
in their jurisdiction.

The global trend towards the decentralization afgrs, responsibilities and resources
to the municipal level is leading to local govermtsetaking initiatives in areas that were
not previously part of their remit. One of theseluiles a more coherent approach towards
promoting local economic development. Again, théeusually an assumption that
economic development will lead to increased emplkaym However, we cannot
automatically assume such a link.

It is anomalous that many local authorities haverdasingly seen growing
unemployment and underemployment as one of theif adevelopmental and social
problems but do not have policies or programmesctid towards job creation as a
specific focused goal. A central reason for tisighat there is a lack of guidance with
regard to how local authorities might go about gatireg a coherent approach to addressing
the employment crisis. The purpose of this workhegrefore, to guide local authorities—
and other actors and stakeholders at the local-leesvards a coherent approach to
attaining high levels of productive, secure empleytrand decent work.

1.2 Structure of the Report

The Report comprises six chapters. These candoecansecutively or independently.
Broadly, following this chapter, Chapter Two praséd background material that helps
users to understand the how and why of the deepemployment crisis. Chapters Three
and Four show the main kinds of initiatives soldamg undertaken by local governments
to generate employment and evaluate the strengthsvaaknesses of current policies and
initiatives. Chapter Three addresses what actigal lgovernments are doing on their own
initiative with their own resources. Chapter Folert indicates what local governments,
with the assistance of national governments anglnational development agencies, are
doing in close cooperation with other local actdos generate work through local
entrepreneurial effort.

The final two chapters aim to move beyond curregaciices to adopt an altogether
more coherent and comprehensive approach to urtmgrhogment generation. Chapter
Five discusses some of the broader concerns tleak teebe taken into consideration, so
that a coherent strategy can be developed to aldnesissue of how to attain secure
employment for all those who wish to work. Chap&k presents a comprehensive
approach to employment generation in the form lotal development strategy set out as a
sequence of steps and activities that local govemscan take over the coming years.



1.3 Background Issues

How is it that the employment crisis has emergedl lamw are we to understand what
is involved? The following sections are preserdgsdbackground, in order to provide a
better understanding of certain things that argpéaing in the world that are contributing
to the emergence of the crisis.

Population Growth and Urbanization

The human population, which, over thousands ofgdead gone through a gradual, if
uneven, growth punctuated by periods during whahes civilizations declined, went into
an altogether different growth profile that starsesne two hundred and fifty years ago. By
the 20th century, exponential growth meant a dagbtif world population approximately
once every 40 years, with the growth rate peakinthe 1960s and currently in decline.
While this is seen in terms of a ‘population trgéiosi' that would see the world population
stabilizing between nine and ten billion after thigldle of this century, at present, with a
global population of 6.75 billion, most of the wabris still experiencing rapid population
growth. While this growth is now very slow in therthern countries and is even expected
to decline in the coming years, throughout the tgmeg world rapid population growth is
resulting in a problem of where and how the inaeest®ould be accommodated.

Although cities of over one million inhabitantssfirappeared over two thousand years
ago, urbanization in the modern sense—the trendrdsypopulations living predominantly
in urban agglomerations—started only some 200 yagos and then only in the United
Kingdom. Gradually spreading as a phenomenon sdasope and thence to other areas
of the world colonized by the Europeans, by the tfrthe 28 century, this had become a
clear phenomenon that ended later in the centuitl,avound 80 percent of the population
in the northern countries living in urban areas.

The ‘second wave’ of urbanization started towahdgsrhiddle of the 2@century, with
Latin America having completed the transition bg #nd of the 20 century. Africa and
Asia are currently urbanizing rapidly, with the gamtage of the population living in urban
areas now varying from 20 percent to 50 percenhil&\this was initially accompanied by
the continuing growth of rural populations, in matguntries these are now starting to
decline, just as they did in the North during tfé¥ 2entury. Nevertheless, where rural-
urban migration dominated the early phases of uzh&ion, urban population growth in
developing country cities is increasingly the restdilnatural population growth rather than
rural to urban migration. The reclassification afal communities that are growing into
towns and cities is also contributing to the graywmban population counts.

What comprises ‘urban’ in geographic terms has gedrsubstantially over the past
50 years. In the past, the boundaries of townsciied were relatively sharp, which meant
that the difference between urban and rural codddbtermined easily. Today, urban
authorities everywhere are aware of the rapid obsutaking place in the structure of their
towns and cities, and the way in which city bourgkarcoincide less and less with the
populations and economic activities that they migtnisider to belong to the city. Cities
everywhere are becoming less dense and are cregpoghe surrounding countryside,
particularly along the roads leading into the cogsitle, although industries and informal
settlements are sometimes being set up on land §ome distance from the city to which
they relate. This can easily lead to difficultiastrying to develop coherent policies and
programmes to solve a whole variety of local proide ranging from infrastructure
provision to social programmes, as well as problesfeting to the provision of adequate,
decent employment.

As regards the structure of employment in cities,should remember that until very
recently, the majority of the consumption in citieim terms of food, building materials and



many consumer goods—was produced from the resowfcdse urban region itself and
through the work of the citizens of each city megnhat employment was available in all
cities, in almost all industries and occupationasdaa. With the early exception of the
United Kingdom, this self-reliance was still evideém European cities even well into the
20" century and has been declining rapidly in develgmiountries only over the past two
or three decades.

Only from the mid-28 century, accelerating in the past 30 years, hatiescin
industrialized countries—and increasingly also ieveloping countries—come to rely
overwhelmingly on materials and goods producedideithe urban region and thence from
all corners of the globe. In terms of employmeritgras, this has meant that different cities
have very different employment profiles, in accomka with the industries in which they
specialize, in relation to the national and evederimational economy. On the other hand,
many industries that employed much of the citizanrthe past hardly have a presence in
the cities anymore and this is clearly an imporfantor underlying the lack of productive
employment and decent work in cities throughoutdéeeloping world.

Changing Aspirations and Lifestyles

There are many reasons behind the current phasbarization, including increasing
problems encountered in rural living and the ecangmressures and attractions discussed
below, and also aspirations to change lifestyl@aday, even rural populations have access
to television and other information and can easdyel to and from the towns and cities in
their own region to experience urban life for thelmes. The attraction of migration to the
city might be the search for work or perhaps jbsttiope of finding work and even today,
in a general way, “economic factors seem to beptitaary driving force of urbanization”
(UN-HABITAT, 2008, 28). The incidence of unemploymi@nd underemployment and the
related poverty in cities might be expected to slmweven reverse urbanization trends.
However, this is not happening; it appears thapfggarticularly the youth, are migrating
to urban areas in spite of unemployment becauseabgire to the lifestyle that they are
finding there (UNFPA, 2007, 5). In addition, migtanare seeking not only the
conveniences but also healthcare and educatioriaiés for their children.

Once in the city, their life changes. Much of whatrural areas, came in the form of
subsistence has, in the city, to be paid for, whimtuires an income the lack of which
becomes a dimension of poverty that is qualitayiifferent in the city compared with the
situation in the country. Part of the city’s attran may be the forms of entertainment there
that cannot be found in the countryside. Neverglthe lack of income suffered by large
numbers of people makes it difficult to afford muctore than basic survival. In many
cities significant numbers of the poor live anceplén the streets for lack of housing; others
live in slums initially built from waste materiadsd these lack infrastructure and amenities.
For the youth in particular, the frustrations ofrigeexcluded from practically everything
that urban life seems to offer leads all too easilgrime, which is on the increase in many
cities. In this way, significant populations suffeocial, economic and psychological
conseqguences of inadequate employment and urleainddfomes perverse. Yet, cities are in
need of substantial work to improve living conditso

® This has been a very widely debated issue, wtschlgarly complex and without any simple
explanation (see Devas and Rakodi 1993, 22-25 flooaghtful discussion of this debate).



Changing Economic Structures

Urbanization in the North was clearly driven pritharby changes in economic
structures. Farming was becoming more efficientd arequiring less labour.
Industrialization was leading to huge increaseproduction, demanding labour in mines,
transport and above all in the growing size and rens of factories. The early era of
industrialization went through booms and busts, re/ttebour was in great demand, fuelling
urban growth, followed by crises and unemploymdhit industrialization, and with it
urbanization, was spreading across the latecEitury in the North. The conviction took
hold that this would be the future of the whole Mdand this became the very meaning of
the concept of ‘development’. The shock of the GEgpression of the 1930s led, after the
Second World War, to a new, global system of ecaoaamgulation that seemed to be
resulting in an ‘end state’ in the North, which ahwed full employment that was divided
among three broad sectors, albeit with incipientlide in agricultural employment as
productivity continually rose resulting in the sdawdy of labour, but with growing service
employment that compensated for this.

The development machinery of the United Nations antgrnational Financial
Institutions (IFIs) founded after the Second Wad@r, with their financial underpinnings
resourced by the increasingly wealthy northern twes) was premised upon the notion
that in time, all countries would develop indudtyiafollowing the lead of the North, to
‘become developed’. Early indications confirmeid éiis a possibility.

However, the declining demand for agricultural labthat emerged in the North in
the face of rapid growth in productivity that raalig reduced the demand for labour per
unit of output also began to manifest itself insiegly in the manufacturing sector.
Improvements in production machinery, particulasligh the introduction of information
technology, was foreseen in the late 1970s as fpallgrradically reducing the need for
labour per unit output in most production industri@lora and Minc, 1978; Rada, 1980;
CSS, 1981). Indeed, this did actually come abowtubsequent years, complemented by
new management methods that have had the same efteis was not compensated by the
growing proliferation of, and demand for, manufaetl products. And so, as the global
economy became progressively more integratedntiti®nly resulted in declining demand
for labour in manufacturing but also meant thatehsould be a decreasing possibility of
developing countries using investment in manufacturas the driver of a balanced
economic development.

Traditional labour-intensive manufacturing—incluglirfor instance, food production
for local tastes and local handicrafts—have pesdisbut have been progressively
undermined by competition from modern, capitalisige, production methods in a
situation of increasing free trade and the remo¥@rotection for such industries. It is only
through cultural preference—locally for local praduor internationally in the fashionable
purchase of hand-made goods—that traditional primtuenethods survive in the face of
growing price differentials.

A small number of countries—the ‘Newly Industrisig Countries’ (NICs)—
succeeded in generating and attracting the bulkeof investment in manufacturing and,
indeed, manufacturing transferred from the ‘indaized countries’ thus actively
participating in the ‘globalization’ of manufactag. Nevertheless, by the turn of this
century, it was evident that with very few excepsipeven in these countries, growth in
manufacturing industry would not, in itself, suffitco make the full transition to high-
income economies. Instead, as traditional agricalltemployment became saturated and,
as happened earlier in developed countries, suligegbroductivity improvements, to
diminishing demand for employment, this went intxlthe also in developing countries,
available employment ‘jumped over’ the stage ofustdalization with urban service
employment being the only area where jobs migtbbad.



In the developed world, the transition to predomthaservice economies has, to a
substantial degree, been accomplished throughxtemson of high-quality, high-skilled
and high-paying services. In developing countribese wishing to enter the service
economy—for want of other employment opportunitiesrerwhelmingly lack the skills
necessary to undertake high-quality, high-payingises, and levels of pay even amongst
more skilled service workers have, for the most,p@mained considerably below their
counterparts in developed countries. The resuit i@en large and growing pools of
informal service work in which pay and quality daeking in the overall context of weak
urban economies that offer little by way of decgotk opportunities.

Later in this Report we shall be looking in greatetail at the structure of local
economies and the kinds of work being carried autities. It seems clear that while
policy measures might succeed in slowing the ttemsiout of subsistence agriculture, it
cannot altogether be halted. Is there, nevertbeteppe for employment in agriculture to
serve urban needs and in measures to protect aihbgnénvironments? Are there,
nevertheless, opportunities to ‘recolonize’ mantufang? And what are the possibilities of
upgrading service activities so that these can canaigher pay?

The Need for Work to be done

It is ironic, even shocking, to see so much unegmpknt and underemployment in the
cities across the developing world when, at theesame, there is such an urgent need for
work to be done. Most obviously cities are seripulacking in adequate infrastructure.
Water supply is poor, both in terms of quality andthe lack of adequate means of
distribution. Even basic sanitation is almost rehyi lacking in slum areas, with a global
estimate that 20 percent of the urban populationlaisking improved sanitation
arrangements; this rises to over 30 percent intgontAsia and reaches almost 60 percent
in Africa (WHO/UNICEF, 2008,10). Furthermore, thegjority of cities in developing
countries are altogether lacking in modern sewesggems with the result that ground and
surface waters are heavily polluted and thus pitetg significant health problems,
particularly amongst the poor. Besides lackingesage, very many cities lack anything
approaching coherent drainage systems and congbquperience regular flooding,
which, in some cities, has reached chronic propasti All this requires massive amounts
of work to rectify.

Solid waste management is also very poor, rangmgexample, from 80 percent
collection in Jakarta down to 40 percent collectionDar es Salaam; most cities in
developing countries are entirely lacking in sawitmeans of disposal, which has resulted
in ground contamination, air pollution from burni@agd pollution and the blocking of
waterways and drains from random dumping. Whilest&zananagement systems are a
source of employment—and with informal collectiondasorting providing jobs and
income for millions of ‘waste pickers’—reorganizatiof the entire systems could improve
the sanitary dimension substantially and also niegteer use of waste as a resource, as well
as eliminating the blockage of drainage channalsed by the random disposed of waste;
at the same time, this could augment employment.

The state of urban roads and especially sidewalksften very poor and transport
systems—while providing much employment in mordesss informal minibus, jitney and
related means of informally organized public tramtp-are in need of improvement, in
order to upgrade urban efficiency and enhance uebpaitonments. The reorganization of
land uses could also provide more and better guainployment both in initial
construction and in ongoing operation and mainteearas well as creating better-
organized cities that might be expected to indunpleyment in other fields.

The quality of much of the housing in most citieghe developing world, particularly
those in Africa but to a significant degree als@\8ia and Latin America, is very low with
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large numbers of urban citizens living in poorlynstsucted slums built of poor materials,
which are sometimes situated in dangerous locat@md offer only degraded and
overcrowded living conditions (UN-HABITAT, 2003; bis, 2006). Although it is evident

that governments do not have the means—and thafoth@al private sector lacks the

interest—to provide better quality housing, innova&tapproaches to upgrading involving
slum communities directly offer opportunities toprave housing standards, while at the
same time generating local employment. Whereasoime countries and cities the
‘squatting’ of land is both tolerated and widehagticed, in many places land tenure—in
the sense of the illegality of occupation of th@daon which houses are built—is,
nevertheless, a significant inhibitor of improvemeof both the houses and the
infrastructure serving them, and hence of genagatiork to improve the situation.

Beyond the improvement of the urban physical anididi environment, work is also
needed to improve social infrastructure and sesviddere again, as in the area of housing
improvement, local authorities lack the means dnedformal private sector generally has
little incentive to provide these for poor commigst However, innovative and
community-based approaches promise to create emplaythrough mutual help, which,
in the long run, can develop into formal facilitiesd systems, with local authorities
facilitating their development.

Finally, it is necessary to inquire into how, astire past, urban and peri-urban
economies can better satisfy the consumption neédkeir citizens, starting from the
current situation in which poverty is depriving ging urban populations of even basic
requirements and where households are going hungrys this area that provides the
greatest challenge for local authorities and comtiaenfaced with unemployment and
poverty. The last chapter of this Report aims @b aut the means that can be used to
confront this situation and develop effective mtities to combat poverty with the creation
of employment at the center. It is, indeed, anooslthat so little attention is paid to the
links between poverty and unemployment and thatthrough productive employment that
incomes are earned and consumption needs thufieshtis

1.4 The Role of Local Government in Employment
Creation: An Introduction

This Report is directed, in the first instanceutban local governments everywhere
but with a main focus on the local governmentsueifrts and cities in the developing world.
It aims to help people working in local governmemthink coherently about the problems
of unemployment and underemployment — and the ppteat so often accompanies this —
and what might be done to create decent and secopdoyment. It then provides some
detail on how these actions can be structured mapteimented. What should be noted at
the outset, however, is that the capacity of lgealernments to take this set of problems in
hand varies enormously depending, on the one hgah the size of the town or city and,
on the other, upon the difference in resourceseddund in cities in different global
regions.

While mighty cities such as S&o Paulo, Johanneslamd) Shanghai have very
considerable human, technical and financial regsuto apply to these problems, smaller
local authorities, especially those in the leastettgped countries in Africa, have very few
resources indeed to direct towards addressing atiyeo responsibilities. There are also
differences in the level of responsibilities handegvn by central governments.

Decentralization, which is taking place in a wideectrum of countries (UCLG,
2008), is providing local governments with moresftem to direct their efforts into what is
perceived locally as important and the financiaoreces available to local governments
are also tending to increase. However, there egal llimits to the decision-freedom of
local governments everywhere and in some counthiese remain extensive. We try to
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take account of this in various places to help llggavernments, at whatever level of
resources and decision-freedom, to be able to ifgeapportunities for increasing the
availability of employment within their jurisdictio

The subject with which this section is concernesl lfar clarity and convenience been
divided into two sections; one chapter deals wittioas that local authorities can take
predominantly on their own and the second is corememwith actions they can undertake
with other actors or by stimulating other actorsaike the initiative.

In the first place the question is: How can localvegrnments direct their own
resources that they use for urban development ys Weat create a greater number of jobs
for those more susceptible to unemployment and reng@oyment, who are generally the
unskilled? As discussed above, urban infrastrecimd services are of poor quality and are
often incoherent or altogether absent. Althougk thstitutional responsibility for
providing different services and components of ifeastructure vary from country to
country, local authorities usually have considezabkponsibilities in these fields.

Even where the responsibility lies elsewhere, fstance with regional water supply
agencies and national energy undertakings, locgrgonents can, nevertheless, have some
influence on what infrastructure is provided andvhbis is done. In almost every case
there are choices with regard to how infrastructsiqgrovided, with significant differences
between capital-intensive and labour-intensive wwdsh Where local authorities have a
concern to create employment, this is the firsedre which they can choose to spend
resources that will anyway be invested, in ways ¢aa be ‘employment-rich’.

It was noted above that local authorities have eqadte resources to become major
providers of housing. They do, nevertheless, hghalve the possibility of influencing the
methods by which housing is provided, which rangenfupgrading slums, through sites
and services to subsidies and other facilitatorgmseto stimulate housing construction,
although overcoming tenure problems as a prerdquisi official action in making
improvements does, generally, require the intef@antf the national government. As in
the case of infrastructure provision, local goveents have choices with respect to these
powers and responsibilities regarding the degreehich they are implemented through
local resource-based methods. This is true alsmypfconstruction projects for which local
authorities are responsible, which might includbosds, health facilities and municipal
buildings.

Local authorities are also usually responsiblevimious aspects of regulation of the
way in which local economic processes operatefeliht municipal departments are often
responsible for different aspects of regulationluding building and planning permits,
health regulations, business registration and nmoge. There has been much debate on
how regulations can introduce incentives or digitives to entrepreneurial activity and
employment generation, and programmes are beintgingmted in many countries and
cities to streamline these regulatory functions aadnect them with activities including
incentives and training that will encourage, ratttean discourage, activities that create
employment.

But insofar as municipalities are concerned tourfice the wider local economy to
enhance the provision of work, it is necessarytlfiem to reach out to a wide range of other
actors and work together closely to construct meisinas designed to develop the local
economy and related social support networks. Qker past decade, there has been
increased interest in creating more coherent tivea towards local economic
development. There has been a tendency for sotad dgovernments to see their task in
this respect as being limited to efforts to attramtard investment as foreign direct
investment (FDI) of formal industries, particularby using the mechanism of Export
Processing Zones (EPZs). This, however, is a il@ladad to employment creation, with
industries relocating in response to changes inpetitiveness as well steep decreases in
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employment in manufacturing. This has rendered ethagproaches to local economic
development less and less effective to stimulagimgployment given also a fast growing
workforce.

Chapter Four describes many kinds of initiative tieve been taken in recent years to
stimulate economic activity at the local level;rhés no need to describe these in any detail
here. Such efforts require a thoroughly parti@pagpproach, which local authorities are
in a position to stimulate but in which differermbgps of actors—chambers of commerce
and other employers’ associations, trade uniomqsesentatives of groups operating in the
informal economy, non-government organizations, momty groups and many others—
need to be involved in a cooperative and coordihatay if progress is to be made towards
optimized employment. Chapter Six discusses hasdlefforts, and others, can be forged
into coherent local strategies, in order to createupward spiral of local socio-economic
development through the harnessing of local ressuand local markets for employment
creation.

13



Chapter Two: The Context for Urban
Employment Generation

2.1

2.2

Introductory Summary

This chapter intends to introduce the subject matt¢hree parts. Until recently, the
policies of the international development agentiage not really been focusing attention
directly on the growing problems of unemploymend amderemployment or the means of
combating these and achieving high levels of emply. However, this is coming
increasingly into focus and the first section aktbhapter briefly documents this policy
development and introduces the chief internatiomr@anizations involved with urban
issues that can provide support to local governsndnt their efforts to generate
employment.

The current crisis in employment is not a simplersterm fluctuation, although it
might appear to be comforting that the severe as@an unemployment over the past year
will be reversed when the global economy recoverlBere are deep structural reasons in
the trajectory of national and global economies #ne leading inexorably to reductions in
the demand for labour. The second part of this temapxplains what is happening as
essential background to the later parts of the Regrad indicate that only focused and
comprehensive approaches will get to the rootbi@fproblem and be capable of achieving
high levels of employment.

The third section of this chapter presents a nunolberoncepts specifying what we
mean by ‘employment’ and it will be helpful to umsiand and keep these in mind when
reading the rest of this Report. This section $odk particular at the ILO concept of
‘decent work’ and explains that we are not justklng for employment of any kind but
rather employment that provides a living income affdrs acceptable working conditions.
It further provides an understanding of ‘urban labmarkets’ and goes on to emphasize
the problematic of the urban informal economy thatrecent years, has grown to a
position of dominance throughout the cities of tleeeloping world. Finally, reference is
made to ‘the work process,’ contrasting traditiosuadl informal working circumstance with
those produced by the modern economy with its cexphd sophisticated machinery and
work procedures.

Article 23 of the Universal Declaration of Human Rights states that: Everyone
has the right to work, to free choice of employment, to just and favourable conditions
of work and to protection against unemployment. The ILO’s Employment Policy
Convention (C122, 1964) reinforces this notion by requiring governments to pursue
an active policy designed to promote full, productive and freely chosen employment,
whilst ILO Recommendation 169 Employment Policy (Supplementary Provisions) of
1984 specifically identifies the importance of promoting urban employment.

International Support: Policies and Programmes

In recent years, the deepening employment crisis haen observed in the
international arena and increasingly, policy meesurave been incorporated into major
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international agendas and declarations intendguicimote more coherent actions in terms
of programmes and projects supported by internakiand bilateral development agencies.
This subsection summarizes some of the main pthatshave been made in five of these
key international policy documents and then briefscribes the activities of the main
agents responsible at the international level ém@psrting urban development, focusing on
their policies and activities concerning the geteraof employment.

The Habitat Agenda

This 170-page document was the outcome of the HABITI Conference held in
Istanbul in 1996 (UN-HABITAT, 1996). It remainsetimost complete international agenda
for urban development in the 2gentury and local authorities should be awardisf fact,
as well as of the policies that it contains, asresgenting recommendations from the
international level and important ways that locaitharities themselves might well
understand their predicament and what approachessstiould be taking, strategically, to
address problems of urban development in an uringnizorid.

The problem of the lack of adequate employment dppiies resulting in
unemployment and underemployment, particularly e tinformal economy, are
acknowledged and the need to provide employmenorypities is discussed throughout
the document in its various dimensions.

The problem of inadequate rural employment thatideto rural-urban migration is
acknowledged and whilst there is an ongoing neaxldate employment in rural areas, it is
today widely accepted that urban growth is irretdesand hence the need to generate, in
urban areas, “...secure and sustainable livelihobdsugh freely chosen and productive
employment and work” (paragraph 28). This is sasnone of the main pillars of
sustainable urban development.

Chapter IV provides a ‘Global Plan of Action’ thagroposes strategies for
implementation and, in this context, makes refezemg the planning, construction,
maintenance and rehabilitation of urban infrastieeetind housing. There is an emphasis on
the use of technologies that generate employmetieiconstruction sector and their use in
the context of cost-effective employment-intensieatracting and construction methods.

In discussing social policies in relation to urbdevelopment, there is an explicit
recognition of the link between, on the one ham¥epty and, on the other, unemployment
and underemployment; hence the need for employngemieration as an essential
dimension of poverty reduction, with particulareefnce to the needs of women and young
people who are having difficulty in finding workTurning to the issue of local economic
development, there is, again, recognition of thednaot simply to seek any means to
increase local investment and production but admetaware of the need to ensure that the
kind of economic development that does take pladabour intensive rather than capital
intensive. Finally, employment generation is amtrgkey indicators that should be used
to monitor progress on the achievement of the ldaBigenda.

In 2001, the United Nations organized a meeting Naw York, known as
HABITAT+5, to review progress on the Habitat Agendahe official report (UN, 2001)
notes the continuation of insufficient urban emph@nt generation, concluding that it is
essential that this problem be adequately addrdsgémtal governments and development
agencies, and also that there is a growing awasetiegt this concern should be
incorporated in the broader framework of developmen
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The Millennium Declaration and Millennium
Development Goals

The present strategic framework for developmeniragjavhich the UN and other
development organizations are, in general, meaguheir success are the Millennium
Development Goals. These were adopted, togethterthé Millennium Declaration that
encapsulates the Goals, in the UN Millennium Caariee of the year 2000. A major focus
of the MDGs is poverty alleviation as measured bga@uction of the numbers of people
living on less than one dollar a day (recently sedito one and a half dollars a day) and
although it might be asserted that raising inconegglires that there be adequately paid
work for all who wish to work, this was not thenzatil as such in the MDGs or in the work
of the task forces that produced reports concerhimg the MDGs might be achieved.
However, thiswas acknowledged in UN General Assembly resolution/{j§0adopted
following the 2005 World Summit, which reviewed gress on achieving the MDGs and
the methods that had been developed to measurepitbggess. Paragraph 47 of the
resolution reads:

“We strongly support fair globalization and resolt® make the goals dfll and
productive employment and decent work for all, including for women and young people, a
central objective of our relevant national and mm&tional policies as well as our national
development strategies, including poverty reducttnategies, as part of our efforts to
achieve the Millennium Development Goals. Thesesurea should also encompass the
elimination of the worst forms of child labour, a®fined in International Labour
Organization Convention No. 182, and forced labMie also resolve to ensure full respect
for the fundamental principles and rights at work.”

The 2006 ECOSOC Ministerial Declaration on
employment and decent work

In July 2006, the UN Economic and Social Coundiattconcerns itself with the
content of United Nations programmes, sat in Gerand, in the light of the foregoing
policy initiatives and declarations, focused on pineblematic of the growing employment
crisis. This resulted in a Ministerial Declaratithrat brought the issue of employment to
the forefront of the development policy processe initial paragraph stated:

“We are convinced of the urgent need to create mwirenment at the national and
international levels that is conducive to the attaent offull and productive employment
and decent work for all as a foundation for sustainable development. Arfrenment that
supports investment, growth and entrepreneurshipsgential to the creation of new job
opportunities. Opportunities for men and womenhtaim productive work in conditions of
freedom, equity, security and human dignity areee$al to ensuring the eradication of
hunger and poverty, the improvement of the econ@mét social well-being for all, the
achievement of sustained economic growth and sisiki development of all nations, and
a fully inclusive and equitable globalization.”

The Declaration makes the vital link between thierimationally recognized urgent
agenda to reduce poverty and the fact that an &lsetep in this process must be that
decent work, encompassing fair incomes and deceriting conditions and relations, is
available for all. It goes on to specify what thisuld mean in practice and relates it to the
full spectrum of development goals and policies.hilé/there is no emphasis on the
particular needs of cities and urban authoritiég, Declaration should be read as the
commitment of the United Nations system to suppountry efforts to attain high levels of
employment and decent work.
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The UN System’s Toolkit for Mainstreaming
Employment and Decent Work

The United Nations System is made up of many sfieeih agencies that fulfill
different tasks in terms of promoting developmenfhere has been an increasing
realization that there is a need for better coatilim not only in terms of the strategic
policy level, as provided by the Millennium Devetopnt Goals, but also in the details
concerning the content of, and approach to, theynpmagrammes and projects that the
agencies develop and implement.

There is, therefore, a new initiative termed ‘Ondted Nations’ and the UN System
Chief Executives Board for Coordination (CEB) hagi established to make this a reality.
Following the adoption of the Ministerial Declamti on employment, the High Level
Committee on Programmes (HLCP) of the CEB decideddévelop a Toolkit for
Mainstreaming Employment and Decent Work. The ha#onal Labour Office was asked
to take the lead in developing the Toolkit in cbdaation with interested agencies and in
consultation with all members of the HLCP.

The purpose of the Toolkit is to bring the issudwf and productive employment
and decent work for all into the formulation ofall relevant UN programmes thus
‘mainstreaming’ employment issues in the develognpeocess. The Toolkit is structured
in terms of a series of questions, which thosearsiple for developing programmes right
across the UN system should take into account.

Finally, we need to ask what the relevance is eé¢hmoves in policy formation at the
level of the United Nations for local governmentncerned with the growing crisis in
employment, who see the need to generate employaemne of their own policy
priorities. There is, within the UN system, a gnogvrealization of the importance of
employment generation not, as in the past, as @irect dimension of poverty reduction
and local economic development, but as being aveing heart of these. The intention, as
expressed in the Ministerial Declaration and immated through the Toolkit, is that
United Nations assistance to countries, and td lgogernments within countries, will, in
future, have a greater awareness and sensitivityuiderstanding the employment
implications of new initiatives and to select deyhent options that are more likely to be
‘employment-rich’ and create decent work for all.

UN-HABITAT

Established as a United Nations Centre in 197&\vaohg the HABITAT | conference
in Vancouver, UN-HABITAT is now a full United Natis Programme that focuses on
shelter and urban development. It runs major pnognes on urban governance and secure
tenure for those living in informal settlements atidbse involve national and local
governments. Thesafer Cities Programmdéocuses on local economic development,
employment and poverty reduction, with a concerm fimancial aspects of urban
development. It co-founded, with the World Bariie €ities Alliancedescribed below and
has become increasingly involved in directly adsiregs the needs of local government
through collaboration witkinited Cities and Local Government (UCL@)roduced below

UN-HABITAT’s engagement in infrastructure, deceliged basic urban services,
housing and slum-upgrading has developed into iated programmes that are offered to
national and local governments. Local economicetigpment, with a concern for
employment generation, is an integral componenthidf offer, with capacity-building
through best practice and training being impori@intensions of the competence of the
agency.

17



Cities Alliance

The Cities Alliance, a global coalition of citieadatheir development partners, is a
joint initiative started in 1999 between UN-HABITA@nd the World Bank, with its
headquarters at the World Bank. Subsequentlypdineership has grown to include other
UN agencies and bilateral donor organizationswds founded to work directly in, and
with, city governments, in order to ‘jump start’chd reforms and programmes aimed at
substantially improving the quality of the planniaigd management of urban development.
It supports two types of project, although in sopmejects elements of both types are
present. These project types &gy Development Strategies (CD&)d Slum Upgrading
Programmesunder the general title dfities without Slums.Well over 100 cities have
undertaken projects within this framework.

City development strategies are short projectinigstp to three years, which follow a
particular sequence of events where, followingratial information gathering exercise, a
participatory planning process defines a city visimd prioritizes actions to be undertaken.
This process takes place under four general hestdprgductive cities, sustainable cities,
inclusive cities and well-governed cities. Priesdtvary from one city to another and the
major focus might be upon the reform of urban manaent procedures, urban financial
management reform, the upgrading of slums and #mergl improvement of urban
infrastructure provision, as well as other inittas designed to improve the urban
environment or pro-poor local economic developnieED).

In support of LED initiatives, the Cities Alliandeas produced a resource guide to
assist in the first stage of city development sgggs to gain an understanding of how the
local economy works (Cities Alliance, 2007). Sg f@DSs have not focused significantly
on employment generation, which is, in fact, peregito be integral to pro-poor economic
development strategies. The implementation of dévelopment strategies includes
internal changes to the approach to urban developaral, in many cases, this is followed
by larger investments, for instance in infrastroetu

United Cities and Local Government (UCLG)

UCLG, headquartered in Barcelona and with seveiomedjsection offices, represents
local governments and local government associat@nthe international level. It was
founded in 2004 by the merger of the two previouslyisting global municipal
associations. Its mission is to be the unitede/@ind world advocate of democratic local
self-government, promoting its values, objectivesd ainterests through cooperation
between locagjovernments and within the wider international camity.

UCLG carries out various activities to implemers vision. It has established 15
committees and working groups that pursue varidajectives. Two of these committees
have carried out major studies aimed at informimg assisting local governments in
matters of local finance and decentralization (UCI2B07; 2008). There is, as yet, no
committee that focuses attention on the growingamremployment crisis or on local
economic development, although this is an area hichy in the longer run, it can be
expected that the UCLG will become engaged

International Labour Office

The ILO is a tripartite specialized UN agency wille chief responsibility to assist
governments and social partners to achieve full prodiuctive employment and decent
work. Its main aims are to promote rights at woekcourage decent employment
opportunities, enhance social protection and sthemgsocial dialogue. It has a particular
interest in improving the conditions of those warkiin the informal economy and also
works with governments to promote the better usenfohstructure investments towards
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creating higher levels of productive employmeneiisg local resource-based techniques as
one of the main vehicles to generate and suppoduygtive employment.

To conclude this summary of international policiend organizations with
responsibilities to assist in employment generatibrshould be made clear that local
authorities are at liberty to contact these orgations (and other international and bilateral
organizations), in order to seek assistance. Maggl authorities have direct experience of
programmes and projects assisted by these orgmmizand these are open to the approach
of other urban authorities. Alternatively, this ynde undertaken through national
municipal organizations although in some counttieis, will first have to pass through the
national agencies that coordinate internationapeaation.

2.3 The Global Context and its Impact of Cities

In the first chapter, a sketch was provided ofaieressential background conditions
that set the framework for the employment crisi$iese are the rapid population growth
that fuels rural-urban migration and the interngbansion of towns and cities without
concomitant growth in demand for labour, togethé&hwechnological and organizational
productivity increases that leads to decline in @ednfor labour in agriculture and industry.
These might be referred to as ‘natural tendendiesit is also very evident that these, and
additional developments that still need to be fiadj have been strongly influenced by the
international policy framework that has prevailegiothe past three decades.

The end of the 1970s saw a sharp change in poligigsued initially by the
International Monetary Fund (IMF), which has a sganfluence on the economic policies
of developing countries, especially the poorer orHsis was followed by the World Bank
and the major bilateral donor agencies insofarhase are coordinated in terms of their
economic development policies by the OECD. Thesewhen joined, in the 1990s, by the
establishment of the World Trade Organization asirestitution created explicitly to
promote free trade.

The concern at that time was with a debt crisieaiiig many low-income countries
as a consequence of the high energy prices ofatee 1970s and, in many cases, also
development investments, the return on which fedirs of expectations. The immediate
solution was seen by the IMF as a need for thesmtdes to generate hard currency
rapidly, in order to stabilize and thence servioeirtdebts. Although there were certainly
other policy frameworks that could have overconmeedbabt problem in the longer term, the
choice fell upon the liberal policies of free traated the promotion of ‘markets’ as the main
mechanism of development, unleashing what has becknown as ‘globalization,’
initiating rapid growth in trade as a percentageGHNP and, in general, an increasingly
interdependent world economy.

As early as 1969, discussions in the United Natimmghe launching of the Second
Development Decade emphasized:

“The major problem for the Second Development Dedadikely to be unemployment
and underemployment... In the absence of vigorouwsad employment policies, the grim

prospect of the Second Development Decade is orisiraif unemployment, accompanied
by increasing concentration of the worst aspecisovkrty in cities.

" Quoted in Wolfe (1996, 27).
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By the end of the 1990s, although the general enanaevelopment framework
remained firmly in place (UNCTAD, 2002) povertydatm a significant degree urban
poverty, had forced its way to the forefront of tlewelopment agenda as evidenced by the
introduction of Poverty Reduction Strategy Pap&RBR$Ps) as guidance for World Bank
investment and, more generally, initiatives of deeelopment institutions and in a series of
documents circulated by the key development ageélerld Bank, 2000; UNDP, 2000;
Secretary of State for Development, 2000; OECD-D2@)1). Although many reasons
were identified for the growing level of poverty; from the link between growing poverty
and growing unemployment and underemployment beadg in these documents, this was
almost entirely ignored.

This policy framework had various components thatavencapsulated in the early
1990s in the ten-point ‘Washington Consensus,” sarhavhich have been modified
although their basic foundations remain in forcéwo major assumptions are: 1) that
governments, and government enterprises, aredieffiand should, therefore, be sold into
the market to free up capital for what is assunoelgietthe more economically dynamic and
efficient private sector and; 2) that labour masks&tould be made freer, in order to enable
entrepreneurs to respond rapidly to market oppaitisn Free trade should encourage
inward investment to gear up exports, which wowdtlanly pay off debts but also result in
more rapid economic growth that would benefit alhcerned in the medium-term.

There are critics who point to the fact on hardlewce that virtually all countries that
have actually achieved modern development, from Whé&ed Kingdom and the USA
through to Japan and the Republic of Korea, have do behind strong trade barriers and
with systematic government steering of the deveklunprocess. These countries only
opened their doors to free trade once their inthsstwere strong (Chang, 2002, 2007)
implying that prima facie weak economies face insurmountable difficultiesdtvelop
within a liberal, free-market framework.

Although continuing to believe that ‘globalizatioifas the potential to promote
universal development, Joseph Stiglitz (2002).exfhg on his years as Chief Economist
of the World Bank, was, nevertheless, sharply aaitof the particular way in which the
free-market policies had been implemented by thE.IMe was particularly concerned by
the disregarding of the obvious need to move slpwlyd on a step-by-step basis, to
opening countries to the international free markeging what works and what does not
work, and responding to experience. A ‘one sitedil’ policy framework is manifestly
inappropriate, with particular policy trajectories each country being required instead.

From the outset, it was clear that in the firstanse, IMF policies, if implemented
peremptorily, would exacerbate incipiently growimgemployment and underemployment
and increase poverty but it was asserted thatenntedium-term, with the rebuilding of
economies along market lines, the countries woelddétter off as a result of accelerated
economic growth. Countries applying to the IMF foans to cover debts and debt
servicing in the context of the debt crisis werguieed to undertake ‘structural adjustment’
involving the introduction of liberal rules to thmanagement of their economies.
Unemployment and poverty did, indeed, follow thigiah policy implementation and in the
case of the ‘shock therapy applied to the eastelor following the collapse of

8 An analysis of a number of CDSs carried out akdraind to this Policy Paper, which enquired
into the role envisaged for employment generatiomeiducing poverty (Miller and Cohen, 2008)
revealed the relative absence of links being maatevden, on the one hand, unemployment and
unemployment and, on the other, poverty. Analg$ikey documents focusing on the problematic
of poverty and poverty reduction enumerated ini¢x¢ above reveals the same absence.
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Communism, this resulted in serious economic cotibm, which, in some cases, took
more than a decade to recover previous levelsariaric activity.

By the mid-1990s, it was evident that these pdiceere failing to produce the
expected levels of growth, which, in practice, insncountries had slowed down or had
even gone into reverse resulting in an increaseadmumber of people living in poverty in
the majority of developing countries. This was aunpanied by sharpening income
disparities with relatively small elites being theneficiaries of whatever growth there was.
In response to this, the World Bank introduced @abeve-mentioned Poverty Reduction
Strategy Papers (PRSPs), produced in partnership esich country, which have since
provided the basis for lending by the Internatidfiancial Institutions (IFls).

At the same time, a consortium of civil societyamizations from both developed and
developing countries reached an agreement withithidd Bank to carry out a joint review
of the results of structural adjustment. Carryding in-depth research on a small number of
countries, these are some key conclusions fromrélsalting report (SAPRIN, 2004).
When examined in detail the impact of structurgusiinent has varied greatly among
countries, depending on the preparedness of spawifustries to be able to take advantage
of the opening of markets. However, growth sectersled to relate to single industries
and were very volatif® with the general trend, in many developing coestribeing for
manufacturing to decline as a consequence of th@ rgrowth in import of cheap
substitutes, much of these between developing gesrdnd especially imports from Asia
to Africa and Latin America.

The negative impact of liberalization on small aneldium indigenous industries that
are unable to compete against imports, and onrlangerprises, was compounded by the
liberalization of the banking sector, which sigcdfintly lost interest in financing the very
small and medium enterprises (SMES) that are thia s@urce of employment and local
production. And so, the causes of the rise in ypleyment and the informalization of
urban economies had multiple origins, including teduction in government and state
enterprise employment, the impact of cheap impar#itated by free trade, as well as the
reduction in available finance for the expansionaafal enterprises. At the same time,
structural adjustment called for labour market mefthat encouraged the flexibilization of
employment thus leading to less secure employmadtthe deterioration of working
conditions for large numbers of workers.

A major presumption of liberalization was that #evould be an increase in foreign
direct investment (FDI) in developing countries,iethwould provide the basis of rapid
economic development. Although there has beeneatgncrease in the international
movement of capital, this has remained mainly betwthe industrialized countries and
insofar as it has been directed towards the dewajoporld, this has been to just a handful
of countries; three-quarters went to some 12 camtand the majority of developing

°® These have not, however, led to an alteration hef wnderlying liberal rules of economic
management (UNCTAD, 2002) and even with recentstahts that the PRSPs should reflect the
countries’ own policies, there is evidence thatheir implementation they are still biased towards
IFI and donor priorities (UNCTAD, 2008).

% For instance, growth in Bangladesh in the manufacof ready-made garments and knitwear over
the 1990s was phenomenal, with exports comprisi®g @f export receipts by 2004. However, this
was strongly encouraged by the Multifibore Arrangatm@MFA) that set quotas for participating
countries. This was abolished in 2005, with conitan sharp contraction of the industry (Mlatchila
and Yang, 2004; ADB, 2008).
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countries received a fraction of one percent. Heurhore, the impetus for most of this
investment is to employ low-cost labour and coestrkeen to attract these investments
have offered various low-tax regimes, the resultvbich has been that little of the added
value of the shop price of produce and productergg to developed countries remains in
the countries in which the investments are mades tontributing little to the economic
growth of the receiving countries (Madeley, 2000).

Added to this has been the incipient long-term ideclin the price of primary
commodities from the 1950s up to the turn of thetws (WTO, 2003, 34-45) on which
most developing countries rely as the basis of @rin development. In the last five
years, primary commodity prices have tended tokehvith modestly positive effects on the
economies of many developing countries. Commaatitges, however, remain volatile.

In 2002, the ILO called into being an independemm@ission on the Social
Dimensions of Globalization (CSDG), which reporiési findings in 2004 (ILO, 2004).
This documents the results of two decades of adibglobal policy framework. While
noting many potentially positive aspects of glopatiion in terms of exchange and the
growth of a “global community,” the report highlighthat “the current process of
globalization is generating unbalanced outcomesh bmetween and within countries.
Wealth is being created, but too many countries@eaple are not sharing in its benefits”
and “these global imbalances are morally unaccéptabd politically unsustainable”,
concluding in a demand that the major global deymlent institutions rethink globalization
and take a correct turn to “...make the world sdfar, ethical, inclusive and prosperous
for the many and not just the few...".

Box 1.1: The Role of Governments in Responding to the Global Economic Crisis

The April 2009 London Summit of the G20, probably one of the most important meetings of global leaders in 80
years, determined “Stability, Growth and Jobs” as the theme of the Summit and as the major orientations for
addressing the Global Financial and Economical Crisis. In this context of the global economic crisis and increased
recognition of the role of employment in addressing poverty, government interventions to promote employment are
crucial.

In response to the challenge laid out by the G20 Summit, the June 2009 International Labour Conference adopted a
Global Jobs Pact to accelerate employment creation, jobs recovery and sustainable enterprises, which included the
following recommendations:

helping jobseekers by improving public employment services, investing in workers’ skills development, in particular
for vulnerable groups;

limiting job losses by supporting enterprises in retaining their workforce;
promoting job creation by small and medium-sized enterprises (SMEs) and micro-enterprises, including coops;
investing in public employment guarantee schemes and other job creating public works programmes;

implementing a supportive regulatory environment conducive to job creation through sustainable enterprise creation
and development; and

increasing investment in infrastructure and “green” jobs.

The formal recognition by world leaders that furtaad larger stimulus packages are
needed to achieve the above goals means that stiastdditional funding will be made
available from central budgets for public employm@nogrammes (PEP), notably in
infrastructure investment.
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What is of importance is the way in which this pglframework, as well as tendential
background trends in terms of the structure of esmpkent across the spectrum of
economic activity, has impacted upon the availgbihif paying work. This explains, in
part, the weakness of local economies and the alovogersal progressive growth in the
informal economy. The CSDG is by no means alonétsinconcern for the negative
dimensions of globalization and the policies thatéhcontributed to precipitating these.

Two responses that need to be referred to imméyliate the call in recent years—
and the promotion by the development institutionsrthe greater participation of a
broader spectrum of actors in the processes of maernance and management and, as
part of this, the reform of government under theegal heading of ‘good governance’. It
should be stressed here, however, that in therostances the increased intervention of
government at all levels—but especially at the llesk local government—is a vital
dimension in combating the negative consequencgibalization and should be borne in
mind as an important issue underpinning what i®gein the remainder of this Report.

Nevertheless, it is also necessary to look at emgrgxternal factors that will be
influencing changes in local economies in the cgnyears and are not under the control of
local governments—or indeed any actors—but whidhnequire effective responses. On
the one hand, we are currently witnessing the eemex of serious structural problems in
the world economy that many have been warning séaent years and which currently
appear to be deepening into a serious global ecandepression. On the other hand, the
potential impacts of ‘global warming’ have also dleed the top of the political agenda,
with the warning that these could have seribumgative impacts on cities through the
migration of environmental refugees and, in theegzoastal cities, sea-level rises.

A further problem—potentially the most serious e tmedium term—is the impact
that rising energy prices (and ultimately the diistimg availability of energy) will have on
urban economies and the functioning of cities ahd tlear implications for urban
employment (Cities Alliance, 2006). As energy—daashce transport—costs rise, we may
expect that in general the price difference betwiegrorted and locally produced goods
will alter in favor of local production that shoulthve a favorable effect in terms of the
profitability of local businesses and hence po#gdés for enhanced local economic
development and employment. This is discussedorerdetail in Chapter Six.

2.4 Understanding Employment

The purpose of this Report is, as the title suggestassist local governments to play
a more assertive role in achieving productive egmpknt and decent work for all. This
may seem like an impossible task in the face ofgtmving employment crisis and the
growth of the informal economy, which is seen asfety valve that is a poor substitute for
the kinds of jobs people should be able to expeleire, we want to focus some attention on
ways of understanding what employment means, takingandful of concepts and
explaining them.

First of all, we should clarify that in the Engli¥dnguage, the term ‘employment’

suggests that there is an employer (or a compard/}teat people are being provided with
work by the employer for which they get paid. Ther work—most notably housework—

! See for instance World Bank (2003)obal Economic Prospects 20Q3.23-26.

12 The World Bank (2007, Ch.5) refers to these fradjyeas potentially ‘catastrophic’ impacts.
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that, although socially valuable, is not paid anthdét deemed to be employment; there are
also—increasingly, and particularly in the growimgormal economies—situations in
which there is no actual employment relationshipvtich we still refer to as employment
and which can still be called ‘a job’ (people wardiin the informal economy often having
more than one job, carried on at different timethanday or week).

Decent Work Defined
The aim of the ILO to promote, ‘decent work’ is idefd as:

“Productive work under conditions of freedom equggcurity and dignity, in which
rights are protected and adequate remuneration soalal coverage are provided.”

This obviously goes well beyond the simple promotid more jobs. Decent work is
captured in four strategic objectives: a) fundamkmprinciples and rights at work and
international labour standards; b) employment andome opportunities; c) social
protection and social security; and d) social djak and tripartism. These objectives hold
for all workers, women and men, in both formal anfbrmal economies; in wage
employment or working on their own account; in fledds, factories and offices; in their
home or in the community. The ILO sees decent waskcentral to efforts to reduce
poverty, and as a means for achieving equitabldusive and sustainable development.
The absence of, or shortfall from, these are sedaerms of ‘decent work deficits’. We
shall see below the particular difficulties facegl dities in developing countries, where
decent work deficits affect the majority of thosedr seeking, employment

The Urban Labour Market

A second concept of key importance is the ‘laboarket’. The name once again
suggests an employment relationship, in that a etdskwhere services are exchanged for
money, suggesting that an employer pays an emplwyearry out specific kinds of work.
It should not, however, be concluded that ‘laboigr’'a commodity but rather that it
comprises socially embedded human beings. Furtivesramong the growing numbers of
self-employed in informal economies, such an emplayt relationship does not exist.
Nevertheless, the concept of the labour market irsmaseful in that even the self-
employed are concerned with making an income amtenhevith being involved in the
wider urban economy where money is earned as gentsl means to make a living. The
concept of the labour market is also the basis ugbich government (and private and
NGO) interventions are made in the social and ecdngrocess to help create decent
employment.

The mechanisms described in Chapters Three, FodrSix below for creating
employment all fall within the general framework @ébour market intervention’ or
‘intermediation’ (Auer et al, 2005). From the sef, it should be noted that liberal
economic theory tends to be skeptical concerniray $atervention in a world in which
‘labour market flexibility’ is seen as an essenpalt of opening the door to more efficient
entrepreneurial activity and hence where interggnis likely to introduce rigidities that
impair market efficiency. This might be all verglhif, as is expected in this view, ‘supply
creates its own demand’ and labour markets areaeglfiating, producing full employment
as long as the price of labour is right. Howeveis evidently the case that liberal rules
applied over the past decades have created, rdthareliminated, unemployment and
underemployment on a very large scale such thalligent and efficient intervention
seemsprima facie,to be an urgent priority (Berg and Kucera, 2008).

A further criticism stems from the notion that labanarket intervention is there to

provide a bridge in local economies that are pgs$mom one form of economic
organization—e.g. the industrial or, in the casehef developing world, a predominantly
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rural economy—to a predominantly urban service enogn and where labour market
intermediation is assisting in integrating entraim® the new economy. The liberal
criticism here is that labour market interventiemot capable of providing a bridge where,
prima facie the new (formal) economy is incapable of absarhimore than a fraction of
those who wish to enter it. The counter-argumagdn which the remainder of this Report
rests, is precisely that more effective efforts banmade to devise the means to integrate
job-seekers into the social and economic fabrienete the extent of altering the structure
of the local economy.

While we will be looking at a wide selection of msaused to intermediate in labour
markets to assist in (re)integrating the unemplogied underemployed, here, we make a
preliminary list that outlines the main tools ugsdnational and local governments around
the world. In fact, different tools are relevant different countries and are applied in
different ways. Many of the tools developed inhdc countries require a level of
organization and economic capacity that is altogjetimissing in the poorer countries,
where other approaches have to be taken. In phkatjcthe tools being used are
substantially different in situations in which tivdormal economy is a large or even
dominant feature.

In general, we can talk about the notion of ‘labmarket segmentation’ that crudely
refers to the existence of ‘dual economies’ (oraideircuits’) comprising the formal and
informal economies. Alternatively, it can referttee division of the labour market into
various sub-groups differentiated by their leveloofanization, technology, productivity,
investment and labour force characteristics. Gndhe hand, this can be said to exist
insofar as there are barriers to free competitietwben workers and/or firms, which
restrict the access of certain workers to highlid paecure employment. This may be
legitimate (and inevitable) insofar as many jobghe formal economy require skills and
experience that cannot be acquired in one dayth®wther hand, while the fact of labour-
market segmentation is useful for gaining a beattederstanding of the problems of job-
creation, it is also vital to understand the esakitterconnection between segments and,
in particular, that the informal economy is not ape but is, at this particular time, an
essential and integral part of the local economy.

Northern countries developed labour market policig®arly as the 9Century and
‘passive’ policies exist throughout the North, thmain components being social insurance
and basic mechanismsr ‘labour exchanges’ or ‘placement servieefor putting those
seeking jobs and those seeking workers in touch arie another. ‘Active labour market
policies’ (ALMP) come in many formsnot necessarily administered by the same agency
or agernt—which, together, form a toolbox that is relevantl arsed in different quantities
and ways in different countries. Below is a bdisic

Unemployment insurance is compulsory in the North I3 increasingly tied to
programmes of retraining and/or community work. blRuemployment services can go
beyond simply providing information and connectiegiployers with employees and
actively undertake job search assistance, prosyeatid registering vacancies and working
with those seeking work or wishing to change thairk according to their profile. In
addition, in many cities ‘job fairs’ are being hedtwhich job seekers can meet potential
employers. Private agencies are also widely adaileo undertake these tasks or specialist
tasks concerned with particular labour-market sedse

Training and retraining starts with general edwratand vocational training This
does, however, become a more active componentdftiour market when it focuses on
the actual demands of the local economy and/or preparatiorinfertion into the local
economy through such basics as literacy and numpeascwell as the training required to
run a micro-enterprise with reasonable efficieranyd other training necessary to be able to
participate in the formal economy at all. Linkea these is the necessary training in
managing self-employment and beyond this, how tm g&cess to finance (or micro-
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finance), in order to build a business. An addilobranch of this involves training in
forming and running cooperatives, which is relevdat both formal and informal
economies.

Some governments also intervene to support diséagad groups or to promote
labour-intensive production through subsidies arfteréntial taxes. Subsidies or tax
breaks can be given to enterprises to encourage tbeemploy youth or obtain a better
gender balance or to employ disabled people orrattsadvantaged groups to integrate
them into the labour market. Or perhaps to levifedintial tax on particular goods,
depending on whether they are produced by machirielmur-intensively, i.e. by hand. In
addition, over the years, an important means ugegolernments in the North, which is
very relevant to developing countries today, hasnbemployment in labour-intensive
public-works, in the first instance to bridge casend reduce the severity of depressions
(maintain money circulating in supplies and sersjcand also to overcome infrastructure
deficits.

ALMPs have been used dynamically in northern coemtm an effort to maintain
more or less full employment in situations of ret@s and rapid economic restructuring.
Today in the developing world, however, we arerfg@ situation of chronic oversupply of
labour relative to job offers, with governments eénng far short of the financial and
organizational capacity necessary to apply ‘corivaat’ ALMPS, in order to integrate the
flood of labour seeking employment in the rapidipwing towns and cities. Confronting
the resulting ‘informal economy’ requires other lgoand here we provide a first insight
into the nature of the informal economy, with acdission on how to develop support
policies and programmes set out in Chapter Six.
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The Informal Economy

In the first chapter, reference was made to thbajltbend towards the ‘flexibilization’
of labour in the context of liberalization. In theveloped and transition countries this is
leading to increasing temporary and part-time waevkich is often hidden insecure work
and underemployment, but social welfare systems+akeafety nets—generally exist to
allow the majority to tide over between jobs andlda those who are wholly unemployed
to continue a reasonable lifestyle until employmisnfound. (There are, nevertheless,
increasing numbers, particularly of young peoplépvare ‘falling through the net’.) In
most developing countries, however, safety nets asgistance to the unemployed are
minimal or non-existent in a situation of rapid amization and inadequate investment in
economic development. Here, the offers of emplowrfedl far below the numbers needed,
the only alternative for those needing an incomedge¢o create their own jobs and,
collectively, to create their own economy.

This phenomenon was first officially recognizedtbg ILO in the Kenya report of the
World Employment Programme of 1972 and was injtiakkferred to as the ‘informal
sector’. The assumption at that time was thatwlais a temporary situation caused by rapid
urbanization and that as development progressésiwibuld disappear and full, formal
employment would be achieved. Over the years, Itl@ has been monitoring this
situatiort® and it has become evident that the informal seepupliferating and spreading
into all areas of service provision and much sreadlle manufacturing, and even urban
agriculture such that it has evolved into a whateethsion of local economies in cities—is
not a temporary or residual phenomenon but rathereans for the majority of urban
populations in low-income countries to achievevalihood. Although, as noted above, it
is sometimes analyzed as a separate ‘circuit’ egrizent,” in practice the line between
formal and informal economies is very indistinctlahe interdependence of the two is vital
and intense. Indeed, formal and even transnatiem@rprises have increasingly come to
‘put out’ work into the informal economy and to Youn’ services from this informal
economy.

Given its complexity, there are many ways to un@ic the informal economy but it
would seem important, initially, to stress that pleavorking in the informal economy lack
formal recognition of their work and legal protectifrom a whole range of hazards.
There is, therefore, a more or less high degreelokrability expressed in terms of various
dimensions of insecurity: insecurity through ladkaocess to the labour market (no formal
work available); insecurity represented by inadégirgcome; no protection for employees
against arbitrary dismissal; lack of career pathd the need to change work often, and
hence to change skills, with the rapid evolutionthaf local economy and, related to this, no
support to develop skills that might improve praiuty or access to formal employment;
poor access to capital that might help to develégrraal enterprise; no support for workers
who are involved in accidents or fall ill, or regrand, in the first instance, no formal
organizational support available in such structuess trade unions or employer’s
associations.

3 The ILO website contains a wealth of information the informal economy under the title
‘Infeco’. Highlights include papers presented aigtussed at the International Labour Conferences
in 1991 and 2002 (ILO, 1991; 2002). See most ridgdnO, 2009.

% Information, including statistics, in the follovgrparagraphs is derived from ILO (2002).
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All of these represent what the ILO refers to asciht work deficits’ and since this
Report is concerned with the generation of employméhis must be taken to mean
employment where these deficits are absent. Ierotords, insofar as the informal
economy is associated with poverty and insecukityal governments—and other actors
introduced later in this Report—should not just $eeking to generate jobs for the
unemployed but should also be seeking to improeedtnality of employment for those
currently working in the informal economy, whosesent work is suffering decent work
deficits.

In the past, the informal economy was seen asalllegits entirety. Indeed, those
working informally but obtaining higher incomes tabstill be deemed to be illegal as they
could be paying taxes; moreover, activities suclirag dealing and protection/extortion
must continue to be seen as illegal, as should dalbour. However, the bulk of the
informal economy is now generally recognized astilegte, if problematic, and local
governments should become aware of the problentisoste working in the local informal
economy and develop structured approaches to hadpcame the decent work deficits
therein and not confront informal workers as ifittaetivities are illegat®

The gravity of the problems can be seen clearljhenfact that almost everywhere
there has, over the past thirty years, been a st@emsigrowth of urban informal economies
throughout the developing world to the extent thase now constitute the major source of
employment. While it is difficult to focus on theumbers of people working in the
informal economy—because many people have more tm job and/or work only
sporadically or very part time and rapidly chandeeirt activity—attempts have,
nevertheless, been made to show that by the tutimeofentury, some 60 percent of urban
jobs in Africa, between 40 and 60 percent of urfuds in Asia and 60 percent of urban
jobs in Latin America were in the informal economigormal offers of work in much of
Latin America and Africa were sufficient to providenployment for less than ten percent
of those entering the labour market.

Furthermore, there is clear evidence that the ntrgdobal economic crisis is
exacerbating these circumstances. The informahaoy is sometimes seen as a “shock
absorber” in times of economic recession. Cenaiolver the past year, the almost
universal progressive growth, in recent yearshefinformal economy has accelerated to
such an extent that the “shock absorber” analogg haen rendered inadequate.
Unemployment is pushing many more people into tiferimal economy, without any
foreseeable prospects of an economic recovery whihtautomatically revive formal
employment opportunities, and where deterioratingniag opportunities are making it
more difficult for large numbers of people to eam adequate living while suffering the
multiple insecurities outlined above.

The complexity of the informal economy can be vidwetwo dimensions: 1) the way
in which people are employed and, 2) what peopée moducing by way of goods or
services. In the first case, we can see thatemel, the majority of people working in the
informal economy are self-employed, sometimes wither paid or unpaid family
members. Some have formed micro-enterprises, withhaamdful of employees.
Furthermore, as noted above, some formal compaenes) transnationals, ‘put out’ work
to home workers (particularly in the manufactureggafments and shoes) or even employ
some of their workers casually, without contraatgagistration. In this way, they save

15 Local Governments can avail themselves of an IbGrse guide to improve their knowledge and
capacities in the area of improving conditionsrdbrmal workers (ILO, 2003) available in several
languages.
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themselves the cost of social insurance and theigion of work places and tools.
Informal cooperatives can also be found in thermgd economy.

In terms of the activities in which workers in tildormal economy are involved,
street trading is important, and throughout subagat Africa is actually dominant. A sub-
set of this activity is maintenance and repair wankl much construction work—including
employees of otherwise formal contractors—is cdrrieut by non-registered and
unprotected workers. Traditional crafts continmeniany cities and where there are tourist
markets, these have even been extended and aduhedithe areas that are not supplied by
products produced in the formal economy.

Home-working, particularly by women, is significantsome cities, especially in Asia
(Barme, 2000). Informal personal services rangenfrhousehold work (sometimes
registered) to casual shoe-shining and on-streethging to prostitution and other legally
(or morally) borderline activities. In most citjagrban transport, and in some cases even
the production of vehicles is being run by inforroalsemi-informal operatives. Informal
environmental services include waste collection @oycling and urban farming wherever
vacant land is available. This just gives a flawbrthe variety of activities that local
authorities need to investigate and document aslade to intervention.

Box 2.1: eThekwini, South Africa - Policy and Programme Support for Workers in the Informal Economy.

At the end of the 1990s, the City of Durban—since reorganized into the metropolitan area of eThekwini—was going through a
crisis, with the contraction of key industries and hence the rapid growth of unemployment and, with it, the informal economy.
Recognizing that the informal economy was playing a vital role in providing incomes for the jobless and poor, the municipality
initiated a wide-ranging review of its approach to the informal economy. This culminated in the Informal Economic Policy
adopted by the eThekwini Municipality in 2000. In the South African local government context and, indeed, internationally, this
policy framework was pioneering in that it involved representatives of informal trade organizations and municipal officials
workshopping the content of the policy together over an extended period of time.

The policy started from the recognition that informal economic activity would, in all likelihood, remain a core element of economic
activity in the city for many years to come and that it should be planned and provided for in the same manner as formal business
development is accommodated. Critical aspects included an agreement on the regulation of trading spaces in exchange for a
developmental approach by the municipality in terms of supporting the development of representative organizations and
providing infrastructure and services attuned to the needs of informal economy workers. There are indications that there is only
weak political support for key elements of the policy and some aspects have not been realized in practice. Nevertheless, a
number of the initiatives born out of this process have had a lasting impact, specifically those related to the provision of improved
trading facilities and a wider understanding of the economic significance of the informal activities in relation to the economy as a
whole.

Source: Robbins, 2008.

In the early years of focus on the informal sectouch attention was paid to how to
formalize this work by insisting on registration thie activities. Increasingly, it has been
realized that as things stand this insistence isalistic primarily because it to too costly
for those active in what are, for the most partpneenically marginal activities.
Formalization along these lines would actually léadess employment and because those
in the informal economy generally have to earnvand to survive, would drive the
activities underground. Indeed, a widespread problin many cities is that non-
registration in a situation that renders informalrkers illegal provides an opportunity for
officials and the police to extort ‘fees’ from ifJal workers and clearly this is a problem
that should be eliminated. The issue of streamdimegistration as one element of a local
employment strategy is discussed further in Chapeer. In addition, as outlined further
in Chapter Six, local authorities and NGOs can @regle decent work deficits of people
working in the informal economy in various ways lvatit them being considered entirely
formalized.
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Salient issues concerning the Work Process

In focusing on the process of generating employmiexcal authorities need to be
aware of certain distinctions. In the first chapiewas pointed out that the introduction of
increasingly sophisticated, particularly numerigallT) controlled machines has vastly
increased output per worker employed in the manurfig process in many areas and of
many products. It is often not necessary to emplogh machinery, which is usually
expensive to buy and run, with the same output goeinhieved ‘labour-intensively,’
through the employment of considerably more peaplthe local level. There are many
examples where traditional working methods contisigde by side with ‘capital-intensive’

methods such as those in the furniture and texiilastries.

Box 2.2: Cigarette-making by Hand versus by Machine

A particularly striking example of the impact of machines in displacing workers is provided by cigarette manufacture. Local types
of cigarette are manufactured and widely consumed in India and Indonesia, where they are known respectively as Beedies and
Kretek. In India, these are rolled entirely by hand and one estimate put the number of (overwhelmingly women) producers at five
million. *

Kretek, on the other hand, are produced both by machine and by hand. In 2007, one major manufacturer possessed 32
machines, each of which produced 2.8 million cigarettes per eight hour day (they could thus produce three times this amount if
run for 24 hours). The same manufacturer employed at that time 58,000 women working in teams of two, producing between
3,000 and 4,000 cigarettes per team per seven-hour shift. A quick calculation shows that one machine can replace about 1,500
women. Production and maintenance of the machines also requires labour but this is created almost entirely in the northern
countries where the machines are manufactured, whereas the women employed are an essential embedded part of the local
economy, supporting local formal and informal services. It is important to note that the Indonesian Government places a higher
tax on machine-made cigarettes than on hand-made ones as a disincentive to replace women with machines.

Research undertaken by Hilo Bina Wijaya, Diponegoro University, Semarang

A further important issue is whether jobs are terapoor permanent. In the long run,
full employment implies that the majority of peogee in jobs that need to be performed
full-time in perpetuity. Public works programmefen involve a one-time increase in
employment which, however, returns to the ‘normbdvel of employment in the
construction industry when the works in questian @mplete. Systematically introducing
labour-intensive methods into construction workotlgh national or local policies,
procurement procedures, etc. can, neverthelessjupeo a permanent increase in
employment in the infrastructure sector.

Of course the maintenance of infrastructure empjoggple on a permanent basis.
Often, employment-generating projects are initidtddwing a crisis, where reconstruction
or a backlog of maintenance is required. Thisvagtis, therefore, not simply a question of
creating jobs (or numbers of ‘full-time equivaléphtsut is also used to train people in skills
that they will be able to apply for life. This #@so an important means of inserting or
reinserting people into the local society.

18 \www.aboutus.org/Bidis.net
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Chapter Three: The Direct Role of Local
Government in Employment Creation

3.1

Introductory summary

This chapter provides basic information on whaal@overnments can do to generate
employment with their own resources and activitieg&lthough until recently, local
authorities everywhere have had little or no retoitgenerate employment, they remain
important employers simply by carrying out the fiimes assigned to them. These
functions include procurement of many goods andices that are traditionally purchased
via open tenders. An important function of locatherities, which uses a significant
proportion of their budgets, is to provide and eperinfrastructure ranging from roads to
water supply, drainage and waste water disposkd], saste management, and sometimes
to building schools, health centers and other mglsl and/or upgrading of informal
housing areas. There are always choices to be mitleegard to how these activities are
to be undertaken, in particular how the buildingkegoare to be carried out. If attention is
focused on how the labour process is organizezhritbe seen that a significant difference
in job generation can be made by choosing labadenaive rather than equipment-intensive
procedures.

Nevertheless, the constraints on local authoréres opportunities available to them in
taking the right decisions are complex. On the lwanad, there is a general worldwide trend
towards the empowerment of local authorities throdgcentralization. However, this does
not in any way give local authorities carte blandbeuse their new powers, and an
understanding of the complexities of how the Idmadgeting process works and how to use
it creatively is of crucial importance. A major n=draint in some countries are the
restrictive rules put upon procurement, which makesfficult for local authorities to use
their budgets to achieve development goals thabhimiglude favoring the underprivileged
and maximizing labour-intensity and local employmém carrying out public works.
There are, nevertheless, ways in which local aittesrcan overcome these problems. In
some cases, however, this will involve negotiationth central governments aimed at
getting them to recognize local development toetktent that they change the rules. Often,
municipal associations are in a position to coatinsuch efforts on behalf of local
governments.

3.2 Local Government Responsibilities

Local government in much of the developing worldswaherited from colonial times.
However, in some cases, there was no real locargowent at all, whereas in many cases,
this denoted simply regional or local (‘deconcetetiig offices implementing projects and
programmes formulated, planned, financed and mahdiye ministries of the central
government with very little local involvement. 3$u@rojects, once completed, were
sometimes handed over to local governments to tgger@anage and maintain. While these
were often local governments in hame, there wae Iy way of local power to take
independent decisions and, until very recentlymany countries senior officials at the
local level—governors and mayors—were appointethbynational government and senior
local government staff were hired and paid by teetm@l government. Since the 1980s,
accelerating in recent years, there has, howeveenba general trend towards
decentralization, where central governments havaddw over responsibilities and
resources to local governments, usually in conjonolvith democratization where, in the
past, mayors appointed by central governments @cal touncils are now elected by the
citizens.
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It is useful to discuss, in a little detail, nosfuhe meaning of decentralization and its
benefits but also the problems that this has browih it. Firstly, we can classify national
governments into one of three types: unitary stétee majority in global terms) in which
the central governments may hand powers down tal lgovernments but can also take
them back; federal statésin which the constitution apportions powers arspomsibilities
to different layers of government (generally cenfpeovincial (regional) and local), which
cannot be taken away by central government withmaristitutional amendment; and
confederations, in which power resides with regi@mdocal governments that lend powers
upwards by agreement but that can remove theserpaivéhey disagree with policies
being pursued’

The principle according to which recent initiativagdecentralization have taken place
is ‘subsidiarity’. This is defined in thEuropean Charter of Local Government (1985)
thus: “Public responsibilities shall generally be exexed in preference by those
authorities that are closest to the citizen¥he European Charteis generally seen as an
important background document to the current gldipahd towards decentralization,
reinforced recently by the dissemination @uidelines on Decentralization and
Strengthening of Local Authoritiggomulgated by UN-HABITAT.

In practice, there are many ways in which decemftibn is being introduced in
different countried® Unitary states formulate legislation, handing dofunctions that
might be any mix including particular infrastruausectors (for instance roads and waste
management but perhaps maintaining water and ergrggly in the hands of private,
regional or national government agencies). EdapnaBometimes remains a national
responsibility but more usually primary and perhagsondary education are decentralized,
while tertiary education remains in the hands efrthtional government (or as proliferating
private institutions). Health facilities are oftalso divided between local (health posts and
clinics) and national—and significantly private—pials. Social insurance and other
aspects of the management of social issues mayimrema@ional functions or may be
decentralized. However, in many countries in loweime countries, the provision of social
services is extremely weak, to the point of norstxice.

Two major problems have arisen in the course of¢kent moves in decentralization.
The first concerns the lack of preparation at theal level to take on responsibilities
handed down by central governments. In a few cmstcentral government staff have
been sent to localities to take with them theiracdties to plan and manage services.
However, a ‘culture’ of local self-management enesrgeither spontaneously nor even
with intensive capacity-building in the short-territ.is likely to be some time before the
awareness and understanding of all that is invoimegdlanning and implementing local
development, from the level of mayoral and coudeitision-making, seeps through to the
carrying out of technical taskS.

7 ncluding, as a selection from around the wort former British colonies of Australia, Canada
and the United States, India and Nigeria, as veeBi@@zil, Germany.

18 Switzerland has a 700-year experience of this fofrgovernment that is constitutionally highly
decentralised and where public referenda play apoitant role in policy formulation and
regulation.

9 The first comprehensive review of ongoing decdisation and democratisation processes has
been carried out and published by UCLG (2008).

% such traditions did exist in most countries antlesi before the advent of colonialism and
‘modernity’ that imposed central rule, removing dbgowers and, in a few cases, traditional

32



Unfortunately, lack of self-management traditiomsd docal democratic awareness
easily exposes local populations to the exercisecafuption on the part of newly
empowered local governments, ranging from rentisgekn the regulatory process
(exacting bribes to issue permits) to overpricirfgirdrastructure contracts, where the
excess is paid by contractors to local politiciamsl government officers and the simple
misallocation of budgets to the benefit of par@cuhdividuals and interests. The emphasis
today on the means to achieve ‘good governanceisks particularly on this issue with
encouragement of public awareness and participatioriocal decision-making—or
vigilance in scrutinizing the use of public resamse-designed to ensure transparency and,
in parallel, the development of a sense of puhlity éh local administrations. Secondly, in
many, if not most, countries in which central gaowaents have handed down
responsibilities, there has not been a commenstraatsfer of financial resources, with the
result that local governments are not in a positihire staff or invest in the infrastructure
and services for which they are now being held gasiple. Campaigns to ensure the
adequate provision of financial resources to cautymunicipal responsibilities effectively
is a major concern in many countries and is stypegpported at the international level by
UCLG.

3.3 Local Government Finance

Local governments obtain their financial resourfces: three sourceS. Funds can be
raised locally through taxes, fees and fines. éw tountries is this a very significant
source of funding because the major taxes levietboal businesses, income and value
added tax generally go directly to the central goweent, which then retains some, using
this to finance national programmes and projetisat (tnay appear in particular cities), and
disburses some to local authorities. The most fsogmit exception is where, in most
developed but in fewer developing countries, prigpéland) tax is retained by local
governments.

The proportion of government funds spent by loaalegnment varies between less
than five percent (poorer countries but also soniddi® income countries in Latin
America, as well as most CIS countries), througtp@ent, which is the Latin American
and East European average, to 25 percent as theeMvdésuropean average and over 50
percent in Switzerland and the Scandinavian caestriDecentralization is increasing this
percentage but for the poorer countries this withain low as a consequence of the general
lack of funds with which to run the country.

In most countries the predominant source of lo@legnment funding is central
government grants. There are various ways in wthiese might be allocated. On the one
hand, block grants are disbursed, ideally accorthreg formula that means that the flow of
funds over time is predictable. Unfortunately, imany countries the mechanism for
disbursing funds changes frequently and, at wigstietermined politically thus favoring
and disfavoring municipalities according to pohticriteria and making it difficult to carry
out any longer-range planning because of arbitrngegy-to-year fluctuations. On the other
hand, municipalities receive central governmendfng for particular projects that might
be projects proposed, planned and managed by thecipality—that are then likely to be

decision-making mechanisms are still capable afidpedsuscitated albeit with a need to adapt to the
complexities of present-day urban development.

L Users of this Policy Paper wishing to know morewthocal finance are urged to obtain theLG
Policy Paper on Local Financg006) from which most of the information in tlsisction is derived.
This can be downloaded from:
http://www.cities-localgovernments.org/uclg/upldadiplate/templatedocs/finance_policypaper.pdf
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put out to private tender—or projects proposed immglemented by central government
and handed over the municipality to operate, maaagemaintain.

In the 1980s, much hope was placed on the privet¢ois becoming a source of
significant funding for infrastructure through ‘didsprivate partnerships’ and the
privatization of selected services. The experiehes been very mixed, with some
successes and some notable failures (World Bar}6&)0 While there was a rapid rise in
such private investment in the early 1990s, thisoded off in the late 1990s and is now on
a relatively modest scale. A large part of privatiFastructure investments goes into
communication infrastructures, and less than 10gmrhas been in urban services, focused
almost entirely on water supply.

An additional—in poorer countries crucial—sourcefafds for urban development
are those lent by the World Bank, the regional tgmeent banks and some bilateral
development agencies (notably JBIC, the KfW and A#iat are active in most developing
countries, lending money administered by centralegaments to develop urban
infrastructure and other projects. It should, hesvebe noted that only a relatively small
amount of ODA or lending is focused on urban dewelent and this can be said to be the
result of an inertia that still fails to recognitteat, in general, the majority of the world's
population, and arguably the most serious developmh@roblems, are now in cities rather
than rural areas. It is to be hoped that this lerabwill progressively be rectified in the
coming years and that a greater proportion of tHeses will be available for urban
development.

Assistance has also been given to establishing dali Development Funds, which
now exist in more than 70 developing countries. iftention is to reproduce the banking
institutions established in the past in many narthepuntries, which played an important
role in financing the development of effective asftructure in the cities of the North.
There has been much criticism of the problems mfitein running these recently
established funds but it is to be hoped that eepeg and reform will eventually produce a
sound basis for financing municipal development.

It has been recognized that decentralization ndymaluires the improvement of
capacities both in terms of decision-making andthia formulation and execution of
municipal projects and programmes. In the firstance, there are serious limitations to
capacities in smaller municipalities in poorer co@s to undertake any more than the
simplest of administrative functions and theregdgainly no capacity to analyse the options
with regard to the use of municipal funds to maziniemployment. Much external
assistance is going into municipal reform and ciépabuilding in the context of
decentralization. Moreover, although many of therensophisticated procedures may be
beyond the capacities of a great number of locaégunents to implement, it is hoped that
increasing numbers will, over time, be in a positio focus effective attention on the
means to use municipal resources effectively, depto increase employment.

Most developed countries, and some transition agwkldping countries, possess
associations of local authorities that can be é&ffecfirstly as the united voice of local
authorities in the national political process, aedondly in providing various services to
local authorities that might include training orogp purchase of equipment. In many
developing countries where these exist, they aténgependent but rather created by, and
dependent on, the central government. These caif &gsistance in the servicing role but
are used by central governments to send politiedlpolicy messages down rather than the
associations formulating their own policies indegemtly and negotiating these with the
national government.

34



3.4 Local Authorities and Employment Generation

What local governments actually are and do hasvedobver time. With the advent
of urbanization in 19 century Europe, municipal government underweniceacchange,
starting from a loose set of tasks overseen byl leldas, with functions undertaken in an
uncoordinated way. With deteriorating environmentdnditions, connected with
increasingly serious political manifestations, néwms of technically competent and
coordinated local governments came into being, witbll-defined tasks focusing
particularly on the development of effective infrasture and with permanently employed
personnel. By the end of the century, local govermi:i had become powerful and well-
organized entities that were now looking proactivet how to create efficient and
attractive cities (Benevelo, 1967; Scott, 1971 CWbhl, 1983, Ch.7; Meller, 2001).

Modern technologies and means to plan, build anidtaia paved streets, reticulated
water supply and sewerage, initially gas pipes #atdr electricity supply were all
pioneered by municipalities, which eventually diszame responsible for aspects of social
welfare, schools, hospitals, housing, parks andleyes and the planning framework for
ongoing development and redevelopment. Economieeldpment, and the related
employment, were not, however, part of this renturing much of the Z0century, the
world was divided sharply into two, with the ‘Wedgaving economic development
predominantly in the private sector, with local gowment playing only regulatory
functions and the Centrally Planned Economies giviesponsibility for economic
development to central government agencies. Itheeicase were local governments
expected to take on any significant role in thispext to economic development or its
corollary, i.e. employment generation.

Exceptionally, the problem of unemployment came fiotus to municipalities during
the 20" century, first through the Great Depression of 1880s and then in the case of
single-industry towns, notably those dependent lom ¢oal and steel industries that
experienced shocks from the closure of plantsahadloyed a major proportion of the town
population. The 1930s saw the first attempts ahionpalities proactively connecting
potential employers with the unemployed through legipent centers, and public works
programmes were initiated explicitly to provide dayment while also improving the
quality of infrastructure, albeit predominantly argzed by central governments and
undertaken in rural areas.

From the 1960s, some towns and regions experieneimgloyment problems
established ‘local development agencies,’ whictsgndy make up the membership of the
European Association of Development Agencies (BDR); today, many more towns
and cities in the North maintain small ‘economivelepment departments’. The approach
adopted by these initiatives is overwhelmingly toarket’ the cities to attract inward
investment, with an assumption that this will briemployment in its train. While as
recently as the 1960s, this could be seen as aalgneost-effective way of creating local
employment, as already noted, with increasing geblgrowth’ even inward investments
bring relatively few jobs and can even destroy jobslder, competing local industries.

3.4 The Role of Central Governments in Local
Employment Creation

Although we are concerned here with what local govents can do to increase
employment, in the first instance, central govemtsestill have a very important role to
play because they have macroeconomic instrumeatsctin be applied with the effect of
influencing employment levels in the economy geligraecause they have the resources
to generate programmes that will create employmenieh as major infrastructure
programmes—and, most importantly, because they areate the legal and financial
context (through subsidies and tax regimes, eb@a ¢an either inhibit or facilitate local
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governments to undertake projects and programmisanmnajor focus on maximizing the
creation of employment.

In most countries, concern for employment genematimd decent work is the
responsibility of the Labour Ministry, which, thrgli its connection to the ILO, will
generally subsist in the ‘decent work’ policy frammek commensurate with that of the
ILO, as set out above. However, the effectiveneits which they can implement this
remit is dependent on the degree to which the matigovernment as a whole takes
employment creation—and today, the growing employnegisis—into the center of the
policy process and hence influences the policied pnogrammes of other government
ministries and agencies.

Traditionally in most countries, the Labour Ministconcerns itself predominantly
with regulatory processes, leaving the promotioremiployment to other line ministries
such as industry, public works and economic affaird, where there are significant state-
owned enterprises, the ministries and agencieonsfifie for overseeing these. A further
key player in most countries is the Ministry of RebNorks or its equivalent—where
responsibilities may be allocated to several Mirgst e.g. those of Transport, Electricity,
Water Affairs, Housing, Urban Development, etct thaild, respectively, roads, electricity
infrastructure, water works, public housing, etod ahus have responsibility for major
construction projects that often include—prior tecentralization—the construction of
urban infrastructure.

Insofar as these Ministries undertake projects prmbrammes themselves, it is
certainly possible for them to consider alternatmproaches and methods of achieving
their ends and to select those that will be monepleyment-rich’. This is not considered
any further here but is, instead, discussed in itiond of decentralization where local
governments take on these responsibilities eitimplg in terms of administering the
details of budgeted programmes handed down fromntiréstries or by undertaking
programmes and projects that are wholly conceiglthned and implemented by the local
authorities themselves.

In the first case it is necessary for the ministrt® set a framework for the
implementation of the programmes they hand dowrnghviadvises and facilitates the local
authorities to undertake the work in a way that imézes employment for a given
expenditure. Such an approach might appear thealretere it not for the efforts of the
South African Government, which has put employmgeneration at the center of the
policy process and hence developed a systematimaqp with financial incentives to
incite and assist local governments to use labati@nsive methods to implement centrally-
funded programmes and projects

It should be noted that local governments in alurtdes (the exception being
confederations) are constrained by regulatory fraonks administered by the central
government or, in a few cases of federal statesthbyprovincial (regional) authorities.
Regulations may already dictate how functions ameried out, in order to preclude
independence in designing the implementation psotesmaximize employment. Such
constraints are generally imposed through the gooé supervising how local budgets are
spent, which is an essential function of centralegpments as part of their responsibility to
manage the national economy as a whole. The peir is to encourage efficiency and
cost-effectiveness in the delivery of public goasisd services and to eliminate (or
minimize) the misuse of public money through cotimp

While the main item of municipal expenditure is gally the direct employment of
personnel to manage municipal affairs and to camtyservices directly (education, health
services, urban planning and land management,ibgilcbntrol, etc.) insofar as goods are
supplied and services carried out by others—supgpbé office materials, school meals or
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whatever, construction contractors, privatized wasianagement companies etc.—these
are regulated by procurement rules and contraatitons.

Much attention has been focused on the regulatfopublic procurement as an
essential component of local (and generally pulaldrinistration reform in recent years—
where, in developing countries, public procurensarhetimes amounts to over 20 percent
of GNP—with the OECD and the World Bank playing arajoles and the World Trade
Organization providing a negotiation framework f®Btablishing common rules between
member countries. This has led to the establishmerif already existing—substantial
reform of specific institutions, namely public puvement oversight agencies, to supervise
the formulation and management of public procurdmentracts.

The approach taken in the context of liberal sélitils is to call for open competitive
tendering without minimum constraint on enterprifiest might compete, and for larger
contracts to be open to international tender. Werld Bank provides procurement
guidelines for the expenditure of funds, which @kes available and also advises countries
on the adoption of similar guidelines for interq@abcurement processes (World Bank,
2006b). The importance of this issue here is t@ rloat open competitive tendering, and
especially international tendering, may precludesgderation of routes to local expenditure
that are more employment-rich or oriented to achg\roader social and economic
development aims.

Local authorities have little control over the aawct conditions if these are
determined within the framework of such guidelinsd hence are precluded from
spending funds in a fashion that will maximize eoyphent. On the one hand, local
authorities interested in using their budgets ilysvdat yield higher levels of employment
need to negotiate—potentially through their natiomasociations—for clauses to be
included in the procurement regulations that altovd even encourage employment-rich
routes to public procurement. On the other hamtlip projects need to be understood
more thoroughly not only as the provision of phgbigoods but also as a social process in
which the creation of improved services and infragtire improves the quality of the local
social and economic development process. Thisoappris discussed in detail in Chapter
Five. It should, however, in conclusion to thistémn, be noted that the final paragraph of
the World Bank procurement guidelines reads aeviall

“3.15 Where, in the interest of project sustainaipjlor to achieve certain specific
social objectives of the project, it is desirableselected project components to (a) call for
the participation of local communities and/or nhomgmmental organizations (NGOS) in
the delivery of services, or (b) increase the zdiiion of local know-how and materials, or
(c) employ labour-intensive and other appropriatechtnologies, the procurement
procedures, specifications, and contract packagihgll be suitably adapted to reflect
these considerations, provided these are effi@edtare acceptable to the Bank.”

As we will see in the South African case, this @agh to procurement need not only
cover small-scale projects among pockets of poveuly can be used to achieve broad
developmental goals, as well as with respect td@yngent (Watermeyer, 2000: 230):

“...to foster creation of jobs, to promote fairer @lr conditions, to promote the use
of local labour, to prohibit discriminations againsminority groups, to improve
environmental quality, to encourage equality of apppnity between men and women, or to
promote the increased utilization of the disable@mployment.”
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3.5 Use of Local Government Expenditure for
Employment Generation in General

In focusing on what local authorities can do toagate employment with their own
resources, the first activity would simply be to kmaa detailed analysis of how the
municipal budget has been spent in recent yearanalysis of the past three years should
yield sufficient information to enable a generaitpre to be obtained. Expenditures need
to be categorized in terms of particular goodsserdices.

In Chapter Six, we present a more complex methgyofor calculating the local
employment likely to be generated in various al®aglternative means of acquiring the
required goods and services; this should estimateonly the direct employment effects
but also the indirect or ‘multiplier’ effects. Th& to say, when someone is employed
locally, they, in turn, will spend their income gnods and services that may or may not
involve local purchases. Furthermore, their woilk kequire them to purchase materials
and perhaps machinery, the production and suppihath also generates jobs. In the case
of goods, this can make a difference as to whethey are manufactured locally or
elsewhere in the region or the country, or evemrnther country altogether. Initially,
however, we wish only to ask just two questions:

“Were the goods or services purchased by the lgmlernment in each category
locally produced or produced elsewhere, and ifwlsgre, could they be produced locally?

If they were produced locally, who were the immidibeneficiaries in terms of
employment and income?”

In order to know what to do with the resulting infation, the local government
needs to generate a set of principles and guidelihethe first instance, such guidelines do
not exist and it may be worthwhile from the outsstrking closely with other local
government, and, where relevant, involving locahatity associations and/or the central
government, to produce a common set for use thautgkthe country, possibly with
variations to suit municipalities of different sizehat would have different scales of
potential to intervene. There should be two p#&otghe guidelines, one presenting a
methodology for analysing the goods and serviaerder to ascertain their degree of
localness and the other comprising a revised Isetbf procurement rules that set out the
principles by which the tenderers or particularigosectors to be assisted through this
programme should be selected and contracted.

In principle, it is to be expected that serviceschased by the local authority can only
be carried out using local labour. While on thefeste this might generally be evident, as
we shall see in Chapter Six, the way in which sswiare being provided, in terms of
materials and methods used in their execution, iighefit local people greatly or might
not benefit them at all, depending on whether they, in turn, locally or non-locally
produced. It is for this reason that the detdileaw the services are provided needs to be
examined against the principle of the amount adll@ork generated.

Goods purchased by local authorities that are sacgsto fulfill their various
functions are generally supplied in accordance \iligh principle of cost-effectiveness:
Who can supply the goods cheapest, in accordartbetiveé specifications provided? The
analysis of whether or not these are produced loeeill enable an initial sorting and
analysis to be made of the jobs created by theugtmh of those goods produced locally.
In the case of goods produced elsewhere, the questises as to whether these could be
produced locally.

Of course with many goods the amounts purchasedt@resmall to be worth

considering local production, unless there coulé lvéder market in the city or sub-region
beyond the walls of the local authority. However,guite poor cities it is surprising just
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what examples can be found of goods produced igaahich substitute for imports; these
range from packaging paper produced from wasteh{idahdu) and waste bins produced
from used tires (Phuket), to the assembly or madlifbn of vehicles to suit the needs of the
local authority (Rio de Janeiro) and consumer pct&lunade from municipal waste
materials (Cairo). By contracting to purchase gomuls services from such local producers
and suppliers, the local authority can ‘pump-prireaterprises that could eventually also
serve the needs of private or community consunmecgighout the city.

Should the local authority consider substitutingge ttocal production of goods
purchased for imported goods supplied by the oparken, it will clearly be necessary to
address the question of cost-effectiveness. Laathlorities—particularly in an age where
municipal budgets are undergoing incipient declitave to justify any expenditure in
which a more expensive (locally produced) prodsgiurchased in preference to a cheaper
(imported) product that fulfils the same functiohis could be justified within limits;
however, on the basis that this is producing miigtipeffects and induced employment in
which it can be demonstrated that, in terms ofitkeal economy as a whole, the product is
actually cost-effective. Furthermore, as discusgedChapter Five, there are social
integrative grounds as to why local purchases, dafethey are more expensive, are
preferable where higher costs translate into higimymes and capacity to invest.

It is, however, equally important to address theoed question effectively. One of
the basic reasons for the liberal insistence inectiprocurement rules on open tendering is
to avoid ‘cronyism’. It is a long and widespreaddition that sees local authorities as
vehicles used by certain individuals or familiesclans, to enrich themselves. In the past,
this has been systematic, as local oligarchiesmamicipalities as their personal businesses
and it is sufficiently well known that in variousuntries on all continents, Mafiosi, or
similar cartels, continue to run municipalities gatisfy their own pecuniary priorities,
which are unlikely to coincide with the intereststbe general public. It is, therefore,
extremely important that in any move by the muratipes to turn from open tendering for
goods and services, in order to expedite the mi@wf local employment, all initiatives
taken should be transparent and continue to engeitacal) competition.

The second principle is then to favour productigndisadvantaged groups, which
should be defined within the second part of theudoent of principles, referred to above as
a revised set of procurement guidelines. Many ggwdvided and services carried out on
behalf of poorer local authorities, especially ifniéa, can be undertaken by individuals and
micro-enterprises operating in the informal econanmp would not normally comply with
the rules governing enterprises that may competgublic procurement contracts. It is
clearly necessary for the local authority to enstirat defined quality standards are
achieved, and the setting of these standards cameloesely the way in which decent and
productive work is brought to those as yet unemgdogr underemployed people in the
informal economy. The emphasis on employing diaathged groups should also be more
specific, favouring youth, women, people with diities, as well as other specifically
locally disadvantaged people.

3.6 Employment-Intensive Infrastructure Development
creating infrastructures and creating jobs

Where decentralization has taken place, the praviand operation of local technical
and social infrastructure usually become the mijous and activity of local governments.
This then becomes the area where most local dewelop budgets are spent and thus
would be the major focus for any policy to enhalmml employment through municipal
spending.

The potential for employment creation in infrastume investments is greatly under-
estimated and under-exploited. A large proportibnational public investment budgets —
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sometimes up to 70 per cent — goes to the infretstrel sector. Infrastructure works are
“doubly blessed” in that they create and sustairpleyment, while at the same time
improving living conditions and laying the foundatifor long-term growth. It is therefore
not surprising that in the wake of the global ficiahand economic crisis the ILO Global
Jobs Pact calls for both emergency public worka safety net and increased investment in
infrastructure to accelerate recovery. The WorlsiBalso pledged increased spending in
infrastructure:

World Bank Press Release April 23, 2009 The World Bank will increase
infrastructure investments to $45 billion over tiext three years to provide the foundation
for rapid recovery from the global economic crisf$nvestments in infrastructure can
provide the platform for job creation, sustainabdeonomic growth and overcoming
poverty, and help jump start a recovery from thesisy The Latin American and Asian
crisis showed how countries can suffer from a decin infrastructure, leaving a weaker
foundation for long-term economic growth that ltite poorest the hardest.”

The OECD has estimated that an annual investmad&8f700 billion will be needed
to develop infrastructure in the developing workkothe coming decades. This is an
increase from an average of US$ 350 billion in mecgears, which already represents
almost half of IFI investment.

However for such infrastructure investments to efiely reduce poverty, greater
attention needs to be paid to their employmentmniiae In the urban sector, labour-based
techniques can be applied to a wide range of itrfrasire works, including improvement
of streets and access ways, water supply retionlatsewerage and flood protection
measures, public washing and toilet blocks, solidter management infrastructure, public
buildings including markets and infrastructure sfjeally satisfying the needs of the
informal economy, open spaces and city greeningyTdan also be applied to certain
operations of large-scale infrastructure works rallynleft to equipment-intensive
companies, such as bush clearing and digging inatarhighway construction. In Durban,
South Africa, some of the major capital projectaiiban regeneration implemented since
the late 1990s, such as waterfront, industrialtestaonvention centre projects as well as
more recently transport upgrades and new stadiomghé 2010 FIFA World Cup, have
been and are still undertaken in a way to maxirmis@loyment and skills transfer during
construction and also offer empowerment opportesitfor black or women-owned
entergrzises that had previously had little accespublic contracts (Robbins and Hobbs,
2009):

Experience in many countries shows that explicid-gmployment and appropriate
technology choices can be made, at equal cost aatfityg with multiple payback: (i)
higher direct and indirect employment creation) (ievelopment of small-scale local
contractors who buy and sell in the local econofily;import substitution by using local
resources; and (iv) maintenance is facilitated. @édwer, such methods are often the only
feasible technologies in densely built slum areas.

% These large scale capital projects were accompdnjea simultaneous policy to support existing

or emerging business nodes including in the inféreeator: over 60 discreet projects were funded
covering road upgrades, informal trading facilitipsecinct improvements and other requirements
that were identified with the local stakeholderbe3e projects were generally undertaken by small-
scale local contractors in an attempt to boostllenterprise capacity and support local employment.
Furthermore, the allocation of public space and ghavision of infrastructures such as shelter,

storage and ablutions have contributed to impraverking conditions of informal traders.
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Box 3.1: South Africa’s Targeted Procurement Policy

The “Targeted Procurement” model developed in South Africa enables procurement to be readily used as an
instrument of social policy by public bodies both on a large scale and in a focused manner, without compromising the
requirements for a cost-effective and practical procurement system. On small contracts with a value below a defined
financial threshold, direct preferences are accorded to targeted enterprises to tip the scales in their favour. On
contracts above that threshold, bidders are required to compete on the basis of both what is to be constructed or
maintained (the product) and the social benefits which target groups may derive in the execution of the contract
(social deliverables).“Development objective” points are awarded to tenderers for incorporating certain (quantifiable
and measurable) socio-economic deliverables, as specified in the tender, such as (a combination of):

m job creation;

m poverty alleviation;

m use of local resources (including local artisans, local materials);
m targeted groups of workers (e.g. unemployed, youth, women);
m certain categories of small enterprises;

m capacity-building;

m community-based development; and

m local economic development.

Contracts are then awarded to the most advantageous offer, based on a balance between the tendered price and the
tendered social deliverables. Sanctions are applied to contractors who, in the performance of their contracts, fail to
deliver their contracted social deliverables. 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.

Source: Kuiper, M. and van der Reg, K. 2005

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

These results are obtained because the term “ldizmed” encompasses a wider
approach which seeks to optimize the use not dndkiled and unskilled labour, but of all
locally available resources and skills, includinglding materials, equipment and tools,
small contractors, artisans and community-basearizgtions. A higher input of local
resources means fewer imports and more developsdviaed and forward linkages in the
domestic economy. This approach increases the lbwéiract and indirect impact on
employment. As a result, local resource-based strinature works achieve high multiplier
effects.

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

41



Investment decisions are being taken increasinglyobal, rather than regional or
national governments. Typically labour-intensivenstouction methods are appropriate for
developing countries where wage rates for unskilidmbur are low. However, there is
scope for almost all countries to create new jop<titically examining contracting and
construction methods and by adopting methods wiaicthe margin, are both cost-effective
and labour-intensive, while at the same time primgdigh quality results.

The tendency towards decentralization and deveaiutad responsibilities and
resources is accompanied by new powers of munitgsmlto raise taxes and to use their
proceeds at the local level. These resources an@rs can be harnessed by mayors in
favour of job creation.

Therefore, as a first step, municipalities couldraine their infrastructure investment
policies to ensure an optimum use of local resaroecluding labour, in infrastructure
investments and maintenance, including slum upgoadihese works would ideally be
planned and implemented with community participgatiand develop skills and capacities
of beneficiaries and small contractors alike.

Local resource-based methods can also be used einuplgrading of informal
settlements or in more ambitious programmes totoactshousing for low income groups.
Upgrading programmes lend themselves naturallyattigipatory planning of measures to
be taken and labour-intensive construction methimdghat heavy equipment cannot
generally access the narrow alleyways typical fufrmal settlements in many cities.

Box 3.2 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 illustrate how employment concerns were integrated into slum upgrading programmes.

Both cases (Cato Manor in eThekwini/Durban and Vosloorus People’s Housing Process near Johannesburg) had
very positive employment spin-offs, mainly because employment creation was part of the vision from the start.
Recognizing the opportunity to provide both housing and jobs, targeted procurement policies were adopted in
Cato Manor: in their bids, contractors had to indicate the local content value, i.e. what value would accrue to
labour recruited locally and to local enterprises/suppliers. The local labour requirements (80% of total labour)
included a gender component and after initial resistance, teams of women were found to be more efficient in
completing the tasks allocated to them than the male teams. After a while, groups of local artisans started to
present themselves as emerging contractors and were given the opportunity to establish themselves through
mentoring and performance-based selection (one house to construct in the first contract, then 2, then 5...). In
Vosloorus PHP, local labourers worked in labour teams (combining skilled and unskilled workers) under
supervision of emerging contractors from the community. Both contractors and workers received training financed
by the Department of Labour. It was agreed that at least 30% of the workers should be women. In phase |, about
30% of the construction costs were paid to local labour (wages). In phase II, spending on materials was redirected
in favour of local suppliers, increasing the local content to 60% of total construction costs.

Lessons from these two case studies include:

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.

Source: Robbins G. and Aiello A. (2005)




The South African case studies in box 3.2 abovevsihat important synergies and
more development can be generated if infrastructun@/or slum-upgrading works are
conceived as simultaneous opportunities to creatds, jdevelop the small scale private
sector and encourage community participation —eninilproving the physical environment.
Overall experiences with this type of public-prevgtartnership have demonstrated win-win
situations: jobs are created at the local leveimmanity organizations gain capacities,
negotiation skills and empowerment, enterprises gaicess to a business opportunity,
services improve and the costs of these servicemiks are often reduced, with additional
benefits to the wider community — cleaner environtheheaper and more reliable water
supply, better maintained roads and drains, etc.

Successful public-private partnerships, betweenldbal authority on the one hand
and small contractors and/or community organizatiom the other, require a change in the
role of the parties involved. Local government nwofrem delivering services and works to
managing private sector delivery. The (often nevelsnerged or formalized) local
contractors can receive training to deliver worksl gervices in an efficient manner and
work in partnership with local government and thelients. Residents may require
complementary support to organize and participatel to receive and pay for services
from the private sector which in the past werewdetd, and often subsidized, by local
government. The range of different interests arehghng roles means that it is important
that rights and responsibilities are negotiated famchally agreed to avoid conflict. This
facilitates the development of constructive paghgrs with a clear, goal-oriented division
of tasks between partners.

Furthermore, where appropriate in the case of wdggaprogrammes, communities
may be directly contracted to carry out the worlonfunity contracting). The
combination of community contracts with labour-lthsepproaches presents many
advantages in terms of community empowerment, jelaton and income generation, as
well as capacity building and partnership developtme The approach develops local
abilities that can be applied in the future to samschemes elsewhere but also in the up-
grading and maintenance of created assets throeghwn-efforts of communities.

It is important to ensure that all partners aresiéisied and trained in local resource-
based approaches to public works contracting. iimgiof municipal staff and contractors
embarking on such programmes is essential and_thenas produced a wealth of training
manuals in areas such as labour-based or localinesbased technologies, community
participation/contracting, capacity building for ntacting, decent working conditions,
infrastructure maintenance etc. The South Afrigamernment having adopted a policy
promoting labour-intensive public works, the Coustion Industry Development Board
(CIDB) of that country has produced a wide rangéraihing materials and guidelines to
help local authorities to consistently adopt labmtensive methods in all their public
works programme$.

Employment impact assessments are useful to provide data on the financial and
socio-economic advantages of employment-intensiygoraaches in infrastructure

investments. ILO’s Employmetibtensive Investment Programme has over the years
undertaken four broad categories of employniepact assessments.

2 These Guidelines can be downloaded framvw.cidb.org.za

43



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

Studies in several countries and several infragiracsectors show that employment-
intensive investment in infrastructure:

m Are 10-30% less costly in financial terms than ipqent-intensive techniques; i.e.
deliver more infrastructures for the same investmsithout compromising on quality.

m Reduce foreign exchange requirements by 50-60%.

m Create 2-5 times as much employment for the sawed bf investment. Hence, permit
the employment of more people, from the unskileedraduates.

m 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 — fdronal and local authorities — in
identifying and quantifying tradeffs between alternative technologies so that polic
makers can take informed decisions. An example fadagascar is below in box 3.3.

Box 3.3: Labour-intensive approaches are cost-effective

A study carried out by ILO using data from projects executed in Madagascar on road rehabilitation
using labour-intensive approaches has shown that the labour-based option is 5 times less expensive
than the equipment based option, while 42,7 per cent of the rehabilitation cost goes back to beneficiary
communities in a form of wages and salaries, compared to only 18,6 per cent in the case of
equipment-based works. Similarly, schools built with local building materials are half the cost of those
built with prefabricated panels, and generate 3 times more employment. Furthermore, as the country is
blessed with many granite deposits, paving is an excellent option for urban road and drainage
construction/rehabilitation: it is about one-third cheaper than asphalting, is more sustainable and less
costly in maintenance, and two-thirds of the costs are returned to the local economy in terms of direct
and indirect jobs created.

Source: Van Imschoot, 2007.

A second category of studies analyses the employnmepact of infrastructure
components of certain sectors of a government’'dipudvestment programme or budget.
The objective behind such studies, in addition toviging an overview of the current
employment yield of a country’s investment prograamis to identify lost opportunities for
employment creation. Such studies can be used o setion a process of reallocation of
public investment resources in favour of labmiensive sectors.

A third category uses the field data obtained fromnecro studies to simulate the
potential macreeconomic impacts of a shift towards employmentratee technologies
within the public infrastructure investment budget a variety of macreconomic
variables such as employment creation, GNP, holgéhcome and consumption, private
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investment, public deficit, investment spendinggcéil earnings, balance of payments and
multiplier effects (Miller et al, 2010,

The fourth category of impact studies on which W@ is currently working in a
number of countries are input-output tables as agbtatic and dynamic social accounting
matrices. This is a more elaborate tool which nexgua certain level of resources, technical
competence and detailed statistical data; it megefore not be within the means of smaller
and poorer cities. The tool indicates, in the fipldce in money terms, how resources
invested in one sector are distributed to all ofmeductive sectors and actors within an
economy (government, households, enterprises) shawing the forward and backward
linkages throughout the economy (the economic regioncerned can be a commercial
area, a town, a province or a country). Input-outpatrices can be elabourated into ‘Social
Accounting Matrices’ (SAMs), which focus not only goroduction but also on social
transfers between the institutions, namely entsegri households, and government.
Although input-output matrices and SAMs work withometary data, the employment
dimension can be integrated via ‘satellite accdufitassifications such as gender, age
groups, formal/informal labour and households iffedent income brackets can be
included as long as relevant household and labmeefsurvey data are available. SAMs
are helpful to analyze the effectiveness of pasgammes and may be used to simulate the
impact, in particular on employment of future pagmes thus facilitating policy choice.

In conclusion, it is important for local governmemd make informed decisions on the
technologies and methodologies used in the infrestre investments under their control,
and employment impact studies provide such infoionat

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

In conclusion, labour-intensive methods generallyehan overwhelming advantage in
terms of employment generation. In addition, theyate employment where it is most
needed and—insofar as these employ poor, unski¥edkers—amongst the very
population most in need of employment.

Municipalities that embark on a structured programim maximize employment in
the approach they take to public works may neegarégress through a sequence of steps.
A local policy on procurement, setting out the pijihes upon which tenders will be
evaluated, may first need to be adopted. This nessdrio be negotiated with the central
government, which, in all countries, oversees thacjples upon which local authority
procurement is organized. This would culminate he tdoption of rules that promote
labour-intensive methods in carrying out public kgoand may, in addition, contain other
developmental goals. Municipal staff involved imgurement may need to be trained in the
new approach. A municipal working group could thesed to review all current and
planned public works projects and programmes, ieioito ensure that these will be
tendered according to the new guidelines. This tniggh beyond the immediate works
themselves and also consider the supply of masesiadl components and whether labour-

4 For an overview of such studies in different colest see for instance Rizwanul Islam and Jean
Majeres, "Employment-intensive Growth for PovertyedRction: What can Labour-based

Technology in Infrastructure Contribute?", Work 200nternational Conference on Employment
Creation in Development, Witwatersrand Universityhannesburg, South Africa, 2-5 April 2001.
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intensive methods of production can also be appghieck. Some public works may be
carried out by the municipality itself and the sarakes should apply here. Finally, the
revised rules should be built into the municipalegternal procedures for monitoring and
evaluating public works.

Box 3.4: Municipal efforts to create local employment in Osasco, Brazil

Decentralization has been the policy in Brazil since the 1988 Constitution and in the light of the
growing employment crisis, some municipalities, particularly those ruled by the Worker’s Party (PT),
have been attempting to develop policies and programmes to confront unemployment and related
social exclusion. The massive funds put into the National Growth Acceleration Programme (PAC) by
the Federal Government are being used by local authorities to upgrade informal settlements.

In 2008, the Municipality of Osasco in Greater Sdo Paulo had 167 slums housing some 200,000
people, almost 28 percent of the population. Once an industrial suburb, the city has suffered from
economic restructuring and the programme has been seen as a means to generate employment while
improving living conditions. Ten upgrading projects have benefited 7,500 families and triggered 1,000
direct jobs through community contracting.

However, federal legislation and highly complex tendering procedures are causing considerable
difficulties for those local authorities wishing to use the PAC explicitly for employment and income
generation, with bottlenecks and time delays that reduce the potential of the programme as a
component of an explicit local economic development programme.

Source: Klink, J. (2009)

Today, it is widely acknowledged that the commuthétyel of infrastructure provision
in the cities should be developed from inceptionctonpletion and thence operation,
management and maintenance, with the full partidpaof the communities in which the
infrastructure is installed. While past programnaésthe World Bank, and others, to
upgrade informal settlements focused almost exablision hardware provision, the
prevailing opinion is that there is a need to indg the intensive involvement of the
communities themselves in the upgrading procesdyding both community contracting
of physical works (Tournée and Esch, 2001) aodial and economic development
programmes, including land titling (Viloria-Williasn 2006).

Box 3.5: Community Contracting to install Basic Infrastructure in lloilo, Philippines

In many cities, informal settlements exist in small pockets scattered around the city. This is the case in lloilo in the Philippines,
where the residents have been progressively upgrading their infrastructure, sanctioned and partly aided by their local barangay
councils although the latter are not financially capable of providing much in the way of necessary infrastructure; this is,
nevertheless, largely being done through their own organization and efforts. Assistance also comes from local NGOs and, in
the case of lloilo, the ILO has also had a presence.

The communities, 140 in all, are generally organized into home-owners’ associations (HOAs) and a national law, together with
an institutionalized Community Mortgage Programme, facilitates the purchase, by the communities, of their land in common. A
typical such community, the ‘Urban Family’, comprising 21 households, decided through its HOA to make improvements to the
access to, and through, the community and to install basic drainage. A four-person Construction Committee was appointed by
the HOA and a bank account was set up to administer loan funding and householder contributions to finance the works.

The ILO funded an engineer to carry out the necessary survey and design options, which were then discussed by the
community. Once the preferred arrangements had been agreed, a community contract was concluded defining what was to be
done, by whom, and the cost of it all. The Construction Committee then hired the necessary workforce and purchased the tools
and materials. The work was completed in four months. The community thus benefits from the local employment generated and
from the improved access and drainage.

Source: ILO, 2008.
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3.7 Concluding Remarks

The content of this chapter is important in indiegitthe possibilities that few local
authorities around the world are currently awarenamely that municipalities can make an
impact on employment through their every-day atiéisiof building the city. It is true, and
should be understood by both leaders and funciemarn local government, that the chief
aim of local government is to create convenient@mfjenial cities. However, better cities
are not just physical objects; more importantheyttare places in which citizens can be
employed productively and through this, gain arome that is an essential ticket to their
ability to enjoy their right to the city. Maximizg employment through the intelligent use
of the municipal budget is the first step that logavernments can take along the road to
understanding the importance of the need for enmpéoyt among the population, and that
they can make a significant contribution.

Promotion of employment-intensive infrastructurevalepment on the part of
municipalities should be seen as a pump-primingviagt a means to improving
environmental conditions and a platform for othemponents of local social and economic
development that are discussed in the chaptewsitov
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Chapter Four: How Local Authorities Stimulate
Employment Creation

4.1

Introductory summary

In the past, local authority efforts to generatgkayment have focused to a varying
extent on attempting to attract inward investmeassuming that this will automatically
bring jobs with it. This chapter discusses whahiglved and the relative efficacy of this
activity. The chapter then focuses mainly on thestjon of ‘labour market intervention’
that was briefly described in Chapter Two. Triadilly, it has been central government
Labour Ministries, which have established locallfies in the form of ‘labour exchanges’
or job centres that bring people looking for warkeuch with potential employers and vice
versa. With advancing decentralization, this distis devolving more to local authorities
and national governments, as well as internatideaklopment agencies, are assisting in
establishing and extending the activities of suehters or in setting up related initiatives,
in order to implement more active labour marketques (ALMP).

Particular emphasis is currently being placed areldping entrepreneurial capacities,
responding to the absence of formal employers hadconsequent growth of small and
micro-enterprises. Thus much effort has been gaoibtg facilitating the formation and
expansion of SMEs, creating a ‘business-friendljiremment,” in particular by simplifying
the regulatory framework and supporting the pravisdf business development services
(BDS). This chapter describes and analyses whgemgrally involved and the role that
many local authorities have at the present timepioviding or facilitating these
developments. The chapter also focuses on sacfatpise in the form of cooperatives
and the social economy, noting that these are oegleareas upon which few local
authorities are focusing although these are areddtiey can also help to develop, in order
to potentially generate employment and also addhesseed for the provision of improved
social and cultural services.

4.2 Attracting Inward Investment

In developed countries, municipalities with a ptoaceconomic development policy
have, in most cases, focused major attention aractitig inward investment or on
marketing the city, which, in some cases in thet,phad enjoyed notable success in
reviving the economies of depressed areas. Asdedareign direct investment (FDI) to
cities in developing countri€s, this policy has been pursued particularly throubb
establishment of Special Economic Zones (SEZs) Exubrt Processing Zones (EPZs)
associated with the ‘offshoring’ of manufacturingrh the industrialized countries and
more recently, also of services, notably softwareetbpment and call centers. Here, there
have also been successes, some of them quite plactgdor example in China where,
according to the National Development and Reforrm@ssion, between 2000 and 2005,
the city of Souzhou attracted $2 billion of inwanyestment, with some 16,000 foreign
firms focusing particularly in electronics locatittgemselves in the city.

% Of course, considerable foreign direct investmpatticularly in Africa, goes to developments in
the primary sector that are located in rural apeabare, therefore, of no interest here.
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For a significant impact to be made in this marketis very unlikely that local
authorities will make much headway without the ol government creating the policy
framework and carrying out international marketintn most developing countries, the
establishment of SEZ/EPZ is also organized throtigh national government and local
governments—usually on a regional basis, althobghdan also by city—negotiating for
such zones to be located on their territory. Somwestors, however, prefer to locate
themselves outside such zones and negotiate ginedth local governments, albeit that
larger investments are generally processed, in steoh licensing, by the national
government.

The usual presumption is that it is good to haxdh snvestments in the local authority
area as they bring economic activity and hence rgémeboth direct and indirect local
employment as well as revenue through taxes. Tdrexeof course, also responsibilities in
the areas of infrastructure provision—and therealiso a need for housing for the
workforce—which, in cities in many countries redety such investments, are,
unfortunately, inadequately prepared for the conerges. Sometimes, working conditions
are bad and labour rights are not respected. Funtre, even as they bring money into the
local informal economy, such investments also etttitee growth of informal settlements to
house the workforce and those providing the worlstis services, which can be a burden
on the requirement for local authorities to provite infrastructure. Finally, such
investments are often volatile and when they ctheg can leave behind serious pockets of
unemployment, as we have observed in Mexico irye&400.

In practice, although most cities seek inward itwmests located within their borders,
there are relatively few cities that have gaineelaty by such investmertsand without
effective national policies that clearly set outvhthese investments fit into a coherent
development strategy, the problems of attractivganal investment into the locality may
well outweigh the advantages. In an era in whigpital intensive investments bring few
jobs relative to the size of the investment, lagavernments may want to tread carefully
and not put all their eggs in one basket. Altexeatipproaches to employment generation
exist that involve less investment but may generatge, and more sustainable jobs
overall.

Where local authorities do, nevertheless, pursigephth to economic development,
they should be aware of possibilities for creafingages of industries attracted into the
area to the local community with the local econofthe Costa Rican Government, for
instance, has been relatively successful in tigpeaet). Forward linkages include logistics,
packaging, cleaning and security services wherekvbae linkages can be more
advantageous in supplying intermediary goods redufor production. Sourcing locally
has many advantages for multinationals and natiengrprises, including those located in
EPZs in terms of time or quality control. It alsmeates a more substantial employment
multiplier effect in the local area and contributesroot manufacturing activities locally
reducing the volatility of this form of investmenClose cooperation between local
communities and multinationals (e.g. training afdbenterprises) is the key to success.

To summarize the benefits and disbenefits to lbealithat need to be taken into
consideration: income may accrue to the municipdlitepending on the national fiscal
regime). Skills learned by workers in the entesg(s) may be spread to local enterprises
helping generally to upgrade the local economyughothe generation of local enterprises

% For an in-depth analysis of the direct and indiemmployment impacts of inward investment in
Costa Rica that has had a coherent and reasonabtessful policy in this area, see Ernst and
Sanchez-Ancochea (2008).
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making use of the newly acquired skills. On theeothand, other local enterprises may fail
as a consequence of upward pressure on wages kangsahat undermine the positive
employment impacts of the inward investment. Fenrtiore, as already noted, the current
global economic dynamic is extremely volatile, megnthat inward investments, even
when seeming very solid, can come and go over sbort periods thus leaving local
economies that have oriented themselves and bedependent on these investments, in
crisis.

Attracting inward investment of national enterpsisis likely to manifest fewer
dangers and should certainly, in principle at ledgt more welcome as an important
dimension of a local economic development stratebgre too, local authorities need to
make a considered analysis of the costs, as wétleabenefits, particularly in terms of the
net gain in employment and the likely sustainapitit that employment. This question is
further explored in Chapter Six.

Box 4.1: Msunduzi goes for Inward Investment

The report of South African cities noted that in contrast to the path-breaking efforts of eThekwini in addressing the problems of
those working in the informal economy, the neighboring city of Msunduzi had put its major efforts concerning LED into attracting
new formal investment and encouraging existing firms to expand. Starting with an Investment Conference in 2000, the
municipality invited international, national and local investors to discuss the possibilities for locating in the city. Incentive
packages were offered and an Investment Facilitation Committee established to smooth the way towards investment. A business
expansion and retention programme and survey were undertaken, discussing future plans with all (formal) local enterprises.

The results were ‘startling’; in 2006 alone, 40 new businesses were attracted to the city and 40 existing businesses decided to
expand with the creation of some 4,000 jobs. The hitherto rising unemployment initially rate went into reverse. However, with a
steadily growing workforce this had little impact on the numbers of unemployed. With little attention being paid to the conditions
and problems of those working in the informal economy, local small industrialists did not feel the efforts to be particularly
effective. While this certainly does not speak against the search for inward investment and formal business support, it is clear
that this does need to be accompanied by other, perhaps quite radical, measures and initiatives.

Source: Robbins, 2009.

4.3 Developing Enterprise Culture

In the liberal world predominating today, and wiltle role of government being seen
as creating the environment for enterprise and ldpw@ent rather than itself undertaking
economic development, the presumption is that eynpdmt is predominantly created in,
and by, the private sector as a consequence ofpzatreurial effort. Certainly, with
respect to the informal economy in which, nowad#lys,majority of people economically
active in cities are earning their living, we aaéking about an area of activity lying well
beyond the realms of government intervention thiahia sense, a component of the private
sector. More conventionally, the private sectorseen as those enterprises that are
officially registered and, as such, comprise tloertfal economy’.

In this context, the majority of effort currentlyeing expended to stimulate the
generation of employment is going into creating usibbess environment conducive to
enterprise development and assisting in the foomatnd improvement of capacities within
businesses. Local governments are known sometionbave a rather hostile attitude to
business, seeing their role as simply regulatirgjri®ss activity rather than encouraging it.
Recently, however, this attitude has been mellowimng to a more business-friendly
stance.

In engaging in these activities, many local autiesiare undertaking numbers of

initiatives aimed at reforming their own practices,order to provide a business-friendly
environment and then offering or stimulating vasohbusiness services, ranging from
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training and advice to the provision of infrasturet They are joined, on the one hand, by
local NGOs and enterprise assistance projectsudimgy particular initiatives that are
helping to generate local financing initiatives aggiate for small and micro-enterprises.
On the other hand, there is a range of activitieshis field that are being offered by
international development agencies and organizstion

An important question that is generating much neselut has not, as yet, come to
any substantial conclusions (Wennekers and Thur#Q9; Naudé, 2008) is whether
entrepreneurship can be generated in particulantdes and, if so, how this can be
achieved; this question is especially importanthia case of the transition and developing
countries, which remain low on the scale of dewelept and in which informal economies
(or unemployment and underemployment) are groing.Defining and creating a
‘conducive business environment’ obviously depemidhe answer to this question. One
approach, particularly motivated by the growingsisriof youth unemployment, is to be
proactive and to build education on entrepreneprstto the curriculum of educational and
training institutions at all levels and also toesfhon-formal education that will promote a
positive attitude to entrepreneurship as the fotiodaf a entrepreneurial cultuf®.This is
generally practically oriented, involving, on theechand, measures to improve the capacity
of those who will enter the informal economy to nowye the organization of their
livelihood activities and, on the other, providimformation that will open up the option of
starting and running a business upon graduation.

Nevertheless, it has been deemed an importantquisie for employment generation
in both developed and developing countries, to watkcreating a conducive business
environment even before reaching any definitivewamsto the above research question.
There are, however, widely differing interpretasaf what is required (White, 2004). The
World Bank-based Group on Enabling Environmenttef Donor Committee for Small
Enterprise Development (DCED), which coordinates ¢fforts of some 40 development
banks, agencies and interests working on programandsprojects of national and local
government reform in the transition and developomyintries, has given considerable
thought to this. The areas of concern fall intee¢hdifferent categories of general issues,
namely governance issues, the policy frameworktaedegal and regulatory framework
(White, 2004, 20).

Much of this is concerned with reform at the nagilogovernment level over which
local governments have little influence. Nevemtss| there are actions on some of these
issues that can be, and, indeed are, already beeg at the local level. These generally
include municipal reforms aimed at more efficientumcipal management and
infrastructure provision. This is a key aim of CDgevelopment Strategies promoted and
financed by the Cities Alliance, but this also ilwas other programmes of the international
development institutions and programmes of cegmakrnments, in conjunction with legal
measures of decentralization.

Where local government reform affects the busimessronment, this translates into
the streamlining of regulatory procedures oftermeid to as the introduction of ‘one-stop
shops’ for the issuing of business licenses, planr@ind building permissions and so on

" This concern harks back to early debates aboutldement, especially Arthur Lewis and those
preceding him such as the Austrian economist JoSeplmpeter, who asserted that the emergence
of an entrepreneurial class is a necessary fowrd&dr an effective development process.

%8 |n fact, such programmes have been introducedaimyngountries as documented and promoted by
the ILO : see Haftendorn and Salzano (2003).
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(see Box 4.2 below). These initiatives are degigtteaddress two issues. On the one
hand, the issuing of licenses very often involvasuption, in the sense that it is sometimes
easier to obtain a license by paying those whoeigba license more than by paying the
official fee, and so there is a resistance indiesystem to streamlining of this kind. This

has been referred to as the ‘rule paradox’ (AusA&d0Q0) where, quite broadly, each

introduction of legislation and government rulesdraes a new area for rent-seeking and
has to be confronted as a socio-political problech ot just a legal one.

However, the main issue with regard to the improsenof the business environment
at the municipal level is to reduce the complextyd length of time it takes in many
countries to obtain the various permissions reguioerun a business. These procedures are
seen as being a disincentive to would-be entreprer® start a business and results in
many small businesses remaining informal, withttedl disadvantages outlined in Chapter
Two. Experience shows that streamlining licensargl regulatory procedures does
generally lead to greater numbers of businesssstddwever, there can also be an excess
of such ‘deregulation’ meaning that care shoulddken not to dismantle regulations that
serve to protect groups or the public in geneahfianti-social practice (Berg and Kucera,
2008) or from danger, for instance in the case wfdimg regulations, from unstable
building structures.

Box 4.2: 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
involving the German technical cooperation (GTZ) and the Department of Trade, through its Small and Medium Enterprise
Development for Sustainable Employment Programme (SMEDSEP). This resulted in the number of business registration
requirements being reduced from 17 to five and the length of time taken to obtain a license being reduced from 17 days to just
two. A 25 percent increase in the rate of business registrations was recorded in the following year. This then became a model
progressively applied across other Local Government Units in the country.

Source: DCED, 2008, Box 2.

4.4 Business Development Services

Business Development Services (BDS) refers to &edadn of tools with which
would-be entrepreneurs are assisted to start orowapenterprises. Businesses require an
enormous range of services that are obtained fridmrdousinesses, suppliers, outlets,
banks, government agencies and many more sourcgsthBy also need information,
advice and training ranging from enhancement ofepnéneurial capacity through to how
to run a business generally and thence in spesgfitors. These kinds of service have been
on offer in developed countries for many decadesiniy through government initiatives
that are often directed from the central level arg essentially located at the municipal
level. In some cases established businesses havehkd initiatives to help start or expand
small businesses.

More recently, particularly through the efforts dévelopment agencies as ‘BDS
facilitators,’” these services have been prolifegtin transition and developing countries.
In the first instance, these too were, and in neases continue to be, run by, and certainly
supported by, governments with strong NGO parttaypa usually with the initial funding
and training being provided by development agendimwvever, early attempts having

2 This may simply involve local chambers of commencemore broadly, national initiatives such
as, notably, the multifaceted programme of the W¢aaizationBusiness in the Community
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generally been deemed relatively unsuccessful lagidg expensive to run and producing
relatively meager results, a process of reoriesnias being called for, orchestrated as far as
the bilateral and international agencies are coretkrby the CDASED.

The reorientation is primarily concerned that BDIowdd be offered to small
businesses on a commercial basis, sometimes complielg and expanding upon any
private services already on offer. There is still important role to be played in BDS
facilitation both by development agencies and govemts, and indeed, as we shall see,
local governments have a vital ongoing functiorfuidill in this respect. A useful way to
see the issue is that private BDS providers haveftamty with private small businesses
that is far more effective in understanding, an@ntie generating and promoting,
entrepreneurship than is the case of governmemtligdpbusiness development services.
Whether, how much and for how long financial suptould be provided following the
launch of BDS providers remains a much debatedtique@arper, 2008).
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Box 4.3: Entrepreneurship and ‘Mandated Empowerment’

Much hope has been placed by development agencies that improving entrepreneurship and, more broadly, encouraging the poor
to participate more actively in their own development through microfinance and beyond this ‘participatory decision-making’ will
help to lift the poor out of their poverty. While broad overviews are not yet indicating any clear success of this strategy, first
attempts at ‘random evaluation’ having throw us some awkward answers. Work carried out by Banerjee and Duflo (2008)
concludes:

“...there is no evidence that the median poor entrepreneur is trying his best to expand his existing businesses, even if we take
into account the many constraints he faces. While many people own businesses, this seems to be more a survival strategy than
something they want to do.”

And looking at micro-finance institutions, the researchers find that substantially fewer than half of the loans taken out are being
used to start or further finance businesses but are, instead, used to pay for medical emergencies, family ‘rites of passage’ or
household goods.

Rebecca Harding of Global Enterprise Monitoring notes that everywhere there is a mix of small enterprises that can more or less
be classified either as those started by entrepreneurs ambitious to grow a business—whom she terms ‘gazelles’—or people who
start an enterprise as a survival strategy because they have no alternative access to income. In the developed countries, most
small enterprises fall into the first category and in developing countries, most fall into the second.

As noted in the main text, the privatization of BDS is likely to work to the exclusion of the poor who will not be able to buy, or at a
minimum will be discouraged from accessing, these services. This tends to make clear that any efforts to generate
entrepreneurship and, as Banerjee and Duflo point out, the wider issue of ‘mandated empowerment’ are not in themselves
targeting, or even oriented towards, poverty alleviation.

In practice, BDS consists of a number of differentivities that may be offered
comprehensively by strategically located centerbyudifferent entities even within the
same city; indeed, there is no reason why theraldhmt be competing offers for the same
service as this might even encourage greater efitgi and effectiveness. Services include:
training, consultancy and advice; marketing ass¢gaaccessing and using information
technology development; the transfer and facitigtf business linkages; association and
networking.

All of these services can be provided at diffedentls of sophistication. The main
orientation is necessarily to provide simple ansidaervices relevant to the less-educated,
and to youth, and also to help those in the infbrac@nomy to upgrade their capacities.
However, the services should also be availablelrady functioning businesses to help
them improve their efficiency and access new marketd, in general, to expand and
become more robust; this has been shown to be bileeamain routes to employment
generation, at least in northern countries (Worej,e2005)%

%0 Unfortunately, while there is much research aridence of what works and what does not work
in northern countries, there is very little in dwermn countries, meaning that working out what to do
is generally guided more by faith than by hard eioal evidence of efficacy (see Wong, et al, 2005;
Naudé, 2008; Acs et al, 2007). Information is neagly available on repayment rates for loans
taken out to start micro-enterprises and smallrmssies, which are generally very high, but very
little is known of the survival rates of small- andgicro-enterprises. In the UK, where 67% of
businesses are one-person enterprises and feweotiegpercent of enterprises employ more than 50
employees, recent survival rates of new small lassies has been around 90% after the first year,
falling to around 70% by the third year. In 19908®00 new enterprises were started, while
489,000 failed, and yet others ceased activity suitlderegistering (Rogaly et al, 1999). The current
global economic situation is likely to accelerateai business failures considerably. The situation

54



BDS providers can obtain training with a numbeireérnational agencies that have
developed training programmes to establish anstrinature of BDS providers. The ILO
Start and Improve your Business (SIYB) programmardgiably the most comprehensive in
terms of content and focus and operates in sonw@6tries’” It is also the most relevant
to addressing the needs of the urban poor andlpe teeestablish BDS providers relevant
to the conditions of cities in low-income countriasvhich a major task of BDS is to help
lift the quality of economic activity in the informh economy onto a more formal plane
where there is also a greater likelihood of creatiecent jobs. BDS providers may focus
on more mature businesses and the UNCTAD EMPRETE@Qrgmme, active in 27
countries, is an example of a programme that pesvi@a more sophisticated approach to
training aimed at enhancing productive capacitied mternational competitiveness in
existing formal businessés.

= Training: This starts simply by instilling business-seasd the basics of running a
business. It can, however, be extended furtherfinance and marketing and then many
detailed questions that help businesses not jusgiridve but to thrive

= Consultancy and advide generally offered on an individual basis to tethrters once the
decision has been taken to start a business angdahee businesses are started, where
these have encountered problems both of an evekyddyor where it is intended to
extend the business or move into a new field dfrigt

= Business linkage, association and networkiray be assisted by BDS providers to help
entrepreneurs find their way in the business wofldis might be concerned with finding
businesses with whom they can interact in termabtdining services they need to run
their own business or joining support and netwaglonganizations such as chambers of
commerce and industry.

= Obtaining financeas not generally the role of BDS providers, althbihere are cases
where government grants or loans are channeleddghrBDS providers. BDS providers
can, however, guide new entrepreneurs towardsdingrnnstitutions, either of the formal
kind or in the burgeoning micro-finance sector (&ta1998).

Box 4.4: 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 centers. Initially, the various development agencies entered in a rather uncoordinated way but major
programmes were organized respectively by the European Commission and a joint initiative between the ILO and UNDP. This
sorted itself out where the former, with more of a focus on regional development, financed the establishment of centers in the
regional capitals, and UNDP continued its earlier programme by financing what, by 2008, had become 43 business centers in
smaller cities and towns under the programme title of Job Opportunities through Business Support (JOBS).

Falling initially under the Ministry of Labour and Social Policy, the Ministry of Economy and Energy became involved as the
emphasis on the development of entrepreneurial culture, rather than simply alleviation of unemployment, became clearer. The
core services of JOBS centers were established as:

the promotion of entrepreneurial culture among potential business people, helping them to become aware of the responsibilities,
risks and potential of a self-owned business;

the delivery of locally-based comprehensive advice and support to potential and existing micro-small and medium-sized
entrepreneurs (firm registration; promotion; facilitation of access to funding institutions; general office support, etc.);

accounting, financial and market consulting;

in the South is, however, too different to be dablassume similar rates of survival in the Soutimas
the North.

31 http://www.ilo.org/dyn/empent/empent.portal?p_dedStlyBHEAD&p prog=S&p subprog=BD

32 www.empretec.net/
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business incubating in special premises;

assistance to unemployed people to find jobs; job intermediary services;

assistance to unemployed people to start their own businesses;

vocational training for obtaining professional (re-)qualification for the unemployed or employed;
the introduction of new management techniques and new technologies;

the delivery of diverse training and re-training programmes and courses;

the delivery of a wide range of ICT-based services, including training in ICT skills;

the identification and development of project proposals, business opportunities, and business-to-business links locally, regionally
and internationally;

the implementation of a financial leasing scheme and a business start-up grant scheme;

support dialogue at the local and national level, in order to strengthen public-private partnerships and improve the business
climate.

This runs a little beyond what are strictly business services, overflowing into vocational training and including ‘special projects’
that have included tourism development, organic herb production and focused support for poorer groups—especially the Roma—
moving in the direction of the Local Economic Development Agencies discussed further in Chapter Six, below. They have also
provided finance in the form a competitive grant programme to support selected start-ups and a leasing programme to help small
businesses finance the purchase of equipment, which overlaps with local micro-finance and banking services.

The JOBS Centers are constituted as non-governmental organizations, with, the board initially appointed to include local
government representation, as well as that of local businesses and civil society organizations. The premises are lent by the local
authorities and they each have a small staff of professional advisors and trainers. A central office was established at the outset,
in order to develop the centers and, subsequently, a National Business Development Network established to represent their long-
term interests.

The question is, what is going to happen to this network of centers as the project comes to an end? The local authorities have
shown great interest in the initiative but, besides providing the premises, have not resourced the centers. The national
government has shared the resourcing with UNDP and it is clear that the centers are far from self-financing at this point which
means that they will require external financing for some time to come. In principle, the centers should eventually be self-
financing. However, should this be attempted, it is clear that the initial poverty focus will disappear. It might be expected that the
local authorities will take on a more central role—without necessarily altering the constitutional structure)—by providing the
resources hitherto provided by UNDP.

Source: UNDP, 2008.

More recently, local enterprise development prgjdtave successfully used a so-
called systemic or value chain approach to entgpevelopment. This approach is based
on an understanding of market systems to addressutilerlying causes of market
weaknesses, rather than addressing the symptorsscbf weaknesses. The value chain
approach favours facilitation over the direct sesigolution provision to enterprises.
Market weaknesses can be caused by poor coordinattimarket players and their limited
information and knowledge, the limited capacitytiod private sector to identify constraints
and advocate for reforms, poor relationships betwmelic and private sectors, awareness
and attitude of banks to local enterprise, etctifemmore, the approach promotes BDS and

business environment reforms within specific masket

3 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/bds/does#il/474/6
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45 The Role of Local Government in the Provision o f
BDS

As already noted, municipalities have an importale to play in business promotion
even as the key promotional role is moving into pinvate sector in the form of BDS
providers as commercial entities—that might be fiafit or non-profit entities—and
national governments, and international agenciephkaying a strong role in initiating and
developing BDS capacities. Although the regulattérBDS providers may be a role the
central government takes upon itself, with the d&edization process this role can be
expected to be transferred to local governmentschwivill need to develop criteria and
methods for monitoring and eventually evaluating tlonduct and results of the activities
of the BDS providers.

It is a basic principle of the CDASED, and of muwiftthe international debate at this
time on the provision of business services, thasehshould not be subsidized and insofar
as activities are undertaken by BDS facilitators—ihey international agencies or
governments—to improve the capacities and effecgse of BDS providers, that these
should be of a limited duration and should be witlwh once the BDS providers have
taken on the improvements offered. However, &l$® argued that there are specific areas
in which BDS providers do need ongoing supporthst they can operate effectively. The
most important of these concerns the enhancemetiteotapacity of BDS providers to
serve the needs of the poor, who may never bepimsiion to afford the fees, or even the
commission, of the BDS provider. Municipalitiesialn might be provided with funds for
this purpose from central governments thus needate programmes that fund means-
tested individuals to access particular serviceg—teaining courses or sessions explicitly
designed to bring isolated entrepreneurs into cbraad possibly association—that might
be delivered by private BDS providers. In practioanany, if not most, countries in which
these services are available, they are administdnesttly by municipal or parastatal
outlets.

Box 4.5: South Africa - Small Enterprise Development Agencies (SEDAs)

In 2006, building on the Local Business Service Centers established by municipalities in the 1990s, the national Department
of Trade and Industry, which wanted to ensure a common small business support platform and training network, financed the
establishment of Small Enterprise Development Agencies (SEDAs) in urban areas throughout the country. Anyone can
simply walk into any SEDA in the country and experience a common offering of services, although some are more elaborate
than others.

The main focus of the SEDAs is in linking entrepreneurs to information—on training, finance, regulation and market
opportunities, both private and public)—to actually provide services including advice and training on business formation and
business improvement, as well as to offer links to finance and infrastructure providers. SEDAs are not only passive
responders to people who visit them but also develop proactive initiatives to reach businesses through outreach events and
small business fairs, etc. The more proactive Municipalities such as eThekwini are able to use their own resources to
‘piggyback’ further outreach activities. The most common profiles of people visiting and reached by the SEDAs are:

People seeking to establish a business (micro-entrepreneurs) and wanting training or advice.

Micro businesses and informal entrepreneurs wanting to grow their business, access finance or access new opportunities
(especially public sector tenders or relationships with private companies, e.g. in terms of informal distribution channels for
larger corporations).

Source: Robbins, 2009.

Municipalities can also—and in many countries atguado—provide the
infrastructure in which the BDS providers operatés might include offices and rooms for
training. Furthermore, these facilities can bensmted with the activities of the local
authority related to BDS such as the administrabbrunemployment benefits or the
provision of other services such as where to achgsding, either to start or to extend a
business or for home improvements or energy adwicBouseholders.
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Premises for small businesses with services—aceest®r, sanitation, electricity,
telecommunications, etc.—are also made availabledmge municipalities. These might
simply be intended to facilitate and encourage nawimvestment. However, in many
instances these are directly connected to the RiDfces or even to universities, under the
title of ‘business incubators’ providing subsidizeddeven free premises and possibly also
grants or loans for equipment purchased by the eetgrprises made available by the
municipality; again, this is sometimes achieved hwidirect funding from central
government. Clearly, there is competition to reedhis assistance and municipalities will
need strict criteria and transparent decision-ntakiocesses in the choice of beneficiaries,
who will be expected to move into their own prersigéthin a limited period of time. In
developed countries, business incubators’ arecpdaitly associated with the development
of new kinds of business, often using or produémgvative and advanced technologies.
These are less relevant for developing countribgrermunicipalities do not have the level
of resources necessary to maintain these facilitiesprogramme¥.

4.6 Cooperatives

As noted at the outset of this chapter, we live an age that emphasizes
entrepreneurship and private initiative, where é¢h&r an assumption that this is the
motivation of all productive activity and hence—aits but implicit—also where we
should look for the generation of the bulk of enyph@nt. Prima facie with the inexorable
growth since the early 1980s in underemployment thedinformal economy—which we
may interpret as disguised unemployment—we might,nbw, question whether this
extreme emphasis is justified. An alternative ®that is showing itself to be particularly
relevant to assisting people working in the infornegonomy is where individuals
otherwise working alone come together to form coatdees or other groups that help them
to become more efficient—and, therefore, createenamid better employment—and also to
have greater strength to negotiate with local aitie to obtain relevant support for their
activities.

Local authorities in Europe, insofar as they haeerb proactive in initiatives to
generate employment, have tended predominantlyciasfon the private sector in the ways
outlined in the earlier sections of this chaptétowever, there have also been efforts—
generally undertaken through completely separatparntiments—to assist with the
formation of, and to support the development ofpavatives. Why this should be separate
from BDSs that support small private small and pxenterprises might not be obvious to
many readers who might think of cooperatives asplsinspecialized forms of private
enterprise. It is, therefore, necessary to ex@ditile about cooperatives.

Cooperatives are member-owned businesses. Theesimphy to understand them is
that they aggregate the market power of people arhoheir own could achieve little or
nothing, and in so doing they provide ways out a@ivgrty and powerlessness. A
cooperative is defined as aautonomous association of persons united voluntaniimeet
their common economic, social and cultural needs$ aspirations through a jointly owned
and democratically controlled enterpriseCooperatives are guided by seven cooperative
principles: voluntary and open membership; demacrabhember control;, member
economic participation; autonomy and independeadeagation, training and information;
cooperation among cooperatives; and concern fomaamty. The first four of these are
core principles without which a cooperative woutd its identity; they guarantee the

3 |In 2005, incubator programmes in the United Stategported 27,000 companies employing
100,000 workers and generated $17 billion in annexgnues (see Knopp, 2007).
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conditions under which members own, control andebierfrom the business. The last

principle, concern for community, recognizes thatlike investors, cooperative members
tend also to be members of a particular commuitys does not mean that cooperatives
are ‘social’ rather than economic, and can justubed as a tool of development. It is
important to distinguish between the primary airhthe cooperative, which are to meet the
members’ economic needs, by-products such as imagrovutrition and increased

capabilities, and aggregate effects in the widaietp such as lower mortality rates or
higher employment levels. There are four broad gmates of cooperatives: consumer
cooperatives, producer cooperatives, worker cotipess and savings and credit
cooperatives including banks and credit unions (IRQ09).

The evidence so far in the current recession isttleae has been an increase in the
numbers of cooperatives being formed, and they tenkdst longer than other types of
business. Savings and credit cooperatives in pé#aticalso known as credit unions or
SACCOs, building societies and cooperative bank®ar the world are reporting that
they are still financially sound, and that custasnare flocking to bank with them because
they are highly trusted. Just as in previous regesswe can expect an increase in worker
takeovers of ailing companies. We can also expectirgrease in the number of
communities turning to cooperatives to safeguaed tbcal economies. (ILO, 2009)

The most successful cases—such as the Rabobahk iNdtherlands, the Japanese
consumer cooperatives (described in Box 6.13) oe tWondragon cooperative
commonwealth, where a whole city in Northern Spaibuilt on cooperatives—indicate
that with the supportive framework, cooperatives lba an important and stabilizing factor
in developing social systems and local economies.

What can governments do to help the employmenttioreaprocess through
cooperativesThe first step would be the realization that coapees have an excellent
potential as a vehicle for improving economic attiamongst many, particularly those
working in the urban informal economy. Local goveents coulddentify a focal point for
cooperatives and provide focused assistance. Btarice BDS providers could be trained
to offer services specifically to the developmentaoperatives with the aim of helping to
bring together isolated actors in the informal egog to organize common purchasing, to
upgrade their products and increase efficiency uinoencouraging members to play
different roles that suit them best. In other vgpidcal governments can play a similar role
in encouraging the formation of cooperatives, atréngthening them, as they can in
supporting other entrepreneurial activities ang thnay, somewhere along this route, find a
far larger clientele than those seeking to staw pevate businesses. In doing so, local
governments would need to keep in mind that, iregagincooperativeshould not be over-
regulated, and their essentially risk-averse nathoeild be understood.

Box 4.6: The Recyclers’ Cooperatives of Colombia

Recycling ‘waste’ materials is an old profession has existed in something like its present forms since the very beginnings of
industrialization, and the consequent increase in ‘waste’ products with a significant value as resource, inputs back into industry.
The organization of this industry has, however, generally been ‘informal’ in developing countries and in most countries those
undertaking recycling are treated as pariahs, as suggested by the name ‘scavenger’ or ‘waste picker’ and sometimes come from
distinct traditionally excluded groups.

This being the case, their presence in the streets and on dump sites has generally been ignored by waste management
undertakings and periodic reorganization such as the closing of dump sites or the introduction of new technologies rarely has
been undertaken in consultation with the recyclers. However, a significant income is being made and people are being kept in
employment—in larger cities this may involve tens of thousands of families—through the recycling of waste and everywhere
complex industries involving recyclers, middlemen and receiving industries have evolved.

Meanwhile, the recyclers themselves have become increasingly organized. Together with the recyclers of Brazil, those in
Colombia have been at the forefront of this tendency, in part because discrimination went to extremes of ‘social cleansing’. It
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seems that the first attempt of a recycling group to form a cooperative was in Medellin in 1962. Subsequently, this form of
organization was adopted in other cities and it really took off in the 1990s, when the Catholic foundation Fondacién Social,
starting in the city of Manizales, organized the first national meeting of recyclers, helped to form a national association and
initiated an advisory service to organize groups throughout the country into cooperatives.

This has enabled the recyclers to negotiate with local governments on improving their own conditions and also any
improvements intended in the waste management system more generally under local ordinances and with formal contracts.
Some cooperatives have also diversified into the processing of waste materials and won contracts to manage parts of the
municipal cleansing service as a whole. In March 2008, the National Association of Recyclers organized the first international
gathering of recyclers in Bogota.

Source: Medina, 2007.

Cooperatives can have a wider outlook to that pfigate enterprise insofar as they
are also oriented towards the welfare of its mesbather than simply profitability, and it
is worth mentioning that this is precisely the idififty of advancing cooperativism in a
world in which aggressive competition is seen asigor goal of enterprise. And, by
extension, cooperatives can be seen as part of iwhatreasingly being discussed under
the title of ‘social enterprise’.

4.7 Social Enterprise

There is a general lack of agreement on any pretg$@ition of social enterprise
(Dees, 1994; Nicholls, 2006; Wei-Skillern et al0Z). However, it has increasingly come
into the debate on local development that theraraney actors, ranging from conventional
non-government organizations to quasi-private entegs, which are being run with social
objectives rather than the pursuit of profit asirtigimary goal. These might organize
social services that are not covered by the pubdialm or bring together young
unemployed people to organize activities for théuat tmight eventually lead to work, or
the organization of members of communities to ereaitd operate community savings and
credit circles.

Local authorities are seen as possessing a rodetes in the case of private business
generally—not in undertaking social entrepreneyrshit in encouraging and facilitating it.
So far, the concept and initiatives identified h&xen overwhelmingly in developed
countries. However, the main potential is to benfibin developing countries, where there
is a great need not just to encourage entreprdmipusst, one step earlier, to bring young
people into situations where they are more sociafly economically active or to create
social services that are in great measure lackignhich government on its own does not
have the resources to undertake. The supportabat governments can give to would-be,
or already active, social entrepreneurs is not d#ifgrent from the support they can give
to BDSs. It does, however, require a realizatiai there are individuals and groups in this
area who need support and for local governmentacgixely to find and support them. In
Chapter Six, we return to this theme under the @flthe ‘social economy’.
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Chapter Five: The Context of Local
Employment Generation

5.1

Introduction — Overview

Having presented, in the last two chapters—andoimes detail—various current
initiatives by local authorities to combat the demipg employment crisis and generate
employment, it is now time to take a deeper lookhat whole problematic of growing
unemployment and underemployment before embarkimghe presentation of a more
coherent and comprehensive strategy. This chaptdslat the crisis in employment as a
result of a wider crisis in the meaning of develemtrand what it is supposed to achieve.

The chapter thus enquires as to what is happenigust to the economy and
employment but also to patterns of work and the t&t work, or the lack of it, is playing
in changing social structures. It analyzes cultupéswork and asks the fundamental
question of why work is necessary. Superficiallg, meed it to build our cities and maintain
ourselves as a social and cultural enterprise. viguking is also a basic mechanism with
which to integrate people into society and alsodalize themselves psychologically as
individuals. In this context we need to take a regk at the question of skills—what is
needed—and productivity not just as an economi@bbe but also as an issue in the wider
context of what we want to achieve. The chaptes #mds by turning the spotlight around
and discussing what work should achieve in termshef ‘Good City’ and in terms of
satisfying lifestyles.

5.2 Employment Crisis — Crisis in Development

The opening statement of this Research Report wdsehat we are in the midst of a
growing crisis in employment. This is not new Ihais actually been advancing over the
past three decades. Few believe that this is @baertd and many believe, rather, that the
growing global economic crisis, added to incipigniking prices of food and fuel, will
only deepen the employment crisis (Baker, 2008) #rad the situation will require a
radical rethink and radically new initiatives ifig to be reversed. In the first two chapters,
we outlined some of the deeper causes of the emmglol crisis and in this chapter, we
want to analyze in further detail, exactly where stend today and what general goals we
are seeking to satisfy when we speak of the ainadffieving high levels of secure
employment.

In fact, the employment crisis can be seen moradiyoas a crisis about what is
meant by development. Crudely speaking, ‘develoyivie seen, on the one hand, as a
process of the accumulation of wealth and incomd, aan the other, as ‘human
development’ that involves education, improvemémtsealth and the opening up of choice
in terms of lifestyles in a context of security.thre developing world this has—and often
continues to be—referred to a process of ‘modetioiza that includes changes in
employment structure, the urban transition and gesnalso in social structures and
outlooks.

The fact is that the general goals of developmant particularly the means of
achieving this, have altered greatly since thebéistament of the international development
machinery in the middle of the 20th century anid iiecessary to review these as a prelude
to considering the aim of full employment, as wadl the context in which this might be
achieved and the more general goal of developmiewhizh this should be an important
dimension. To place this in perspective, it isfulséo start by pointing out that the
Universal Declaration of Human Rights (Article ZBtednter alia:
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“Everyone has the right to work, to free choicesaofployment, to just and favourable
conditions of work...”

While this can be interpreted as meaning that ererywho wishes to work should be
given the opportunity, rather than that governmeh&se the duty to ensure full
employment, Article 23 does continue to assert tnatryone also has the right to
protection against unemployment (Turnell, 2002).rdcent years, the right to employment
has not been honored by governments in the seatea totally inadequate effort has been
expended to achieve this, relative to what wouliehaeen possible, and by the end of this
chapter, we want to assert that it should be ar e¢kesponsibility of governments, at all
levels, to strive to deliver on the right to work asserted in the UN policy documents
discussed in Chapter One.

Before we discuss in any detail how governmentd,iamparticular local governments,
might be effective in delivering on this right,ig€ necessary to look in some detail at a
number of underlying issues. These include firstdanstanding how the current
employment patterns found in urban areas evolveldtfaa restructuring of social relations
and expectations that have taken place both iflglaad in relation to this. This includes
looking into ways of understanding the resultseméfg, in the first instance, to the
meaning and experience of poverty not just as ¢tdiekoney but also as a lack of adequate
engagement in urban society as seen in terms oflsexclusion’. We also need to look at
the broader problems at the levels of the individtine local society and the municipality
that arise from unemployment and underemploymehit Brings us to ask the fundamental
guestion: “Why work?” What are we trying to achiglieough work and what do we mean
by the exercise of skills and the achievement oflpctivity?

The second half of the chapter looks at work from point of view of what needs to
be done, by way of work, to create cities in terofisa sustainable environment and
pleasant, efficient and enjoyable places to live.

5.3 Patterns of Work and their Relation to Changing
Social Structures

We start by looking in a little depth at the chastfgat have been taking place in the
world regarding what those who are working are gdip way of work. In Chapter Two, it
was pointed out that, in terms of sectors, employnie generally divided into the three
categories of primary (agriculture and mining), aetary (manufacturing) and tertiary
(services) and that we have seen, throughout tith 26ntury, that the process of
urbanization in the North was fuelled predominarily the decline in employment in
agriculture and the growth in manufacturing. Ldtethe century, we saw an increasing
shift in the urban economy out of manufacturing iservices.

In the developing world, urbanization is a moreerécphenomenon and has more
complex mechanisms underlying the trend, altholghdecline in the proportion of the
global workforce working in agricultural is a cleemmponent. At one extreme, mainly in
Africa, as much as 80 percent of the workforce ti# working in agriculture while
employment in agriculture in Latin American haseally declined to around ten percent,
only a little higher than is found in the northerountries. However, even in the few
countries that have been developing a strong matwfag sector, this is nowhere
becoming as dominant as it was in developed eca®ini the middle years of the ™20
century, with employment in this sector incipientieclining, even here, and with
manufacturing employment representing just a spralbortion of employment throughout
much of the developing world. The decline in agtimal employment is thus balanced by
the strong growth in—mainly informal—urban serveEmployment with, in some cities, a
significant component of urban agriculture (maiimiyensive horticulture).
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Looking at current employment in finer grain statal term3® the notable
characteristics are as follows. In the mid'2fentury in many industrialized countries,
more than 30 percent of the workforce was empldyethanufacturing. Today, in the
once-dominant ‘industrial countries—the UK and USkitle more than one tenth of the
workforce is employed in manufacturing and nowhargvhat are considered today to be
the most industrialized countries is more than fth fof the workforce so employed
(Germany: 22.5%, Japan and the Republic of Kor@&9%°). Only in some CEE countries
is manufacturing employment significantly over 26rgent; however, it continues to
decline. If just non-agricultural employment isns@ered, manufacturing employment in
the developing world is around a quarter of all Eyjment in just a few Asian countries
(Malaysia, Thailand and notably Vietnam) but in @&, manufacturing employs few
people and the tendency has been for even thisding?’

Employment in construction has remained a relativebnstant percentage of
employment in all countries for many decades. Thistuates between five and ten
percent, very rarely exceeding one tenth of thealvesorkforce. Employment in related
areas of transport and infrastructure operation raathtenance is similar in all countries,
almost nowhere reaching ten percent of employmedtia some developing countries
being closer to five percent.

It can already be seen just how dominant servigg@ment is becoming not only in
northern countries but increasingly also in theedigping world. To analyze this from the
available statistics in terms of what people atyudod is, however, problematic when it
comes to cities in developing countries. Muchto$ temployment is informal in nature
and, as discussed in Chapter Two, the insecuien témporary and part-time nature of this
employment escapes the collection of statisticagather. First, we shall discuss what
statistical evidence there is and then we shak liowhat this means in terms of actual
work situations and incomes.

Public sector employment varies considerably betmamintries, depending, in part,
on differing services carried out by governmentslififerent countries. However, in most
countries this is now well below ten percent ofatiployment. Employment in health and
education has been rising in the developed cowgnarmel now provides jobs for around one
fifth of the workforce. In developing countriesgie sectors employ nearer ten percent of
the non-agricultural workforce and in many courgriparticularly the poorer ones, this is
considerably less. In the North, the fastest gngwémployment sectors in recent years
have been finance, real estate and business seraveraging around 15 percénif the
workforce.

In contrast, this sector employs less than tengmeraf the workforce in CEE and CIS
countries and less than five percent even of neitatural employment in developing

% The ILO collects and analyses employment dataliarountries providing this and these data can
be found on the web site Key Indicators of the Latidarket (KILM): www.ilo.org/kilm

% Even these exaggerate: where in the United Siatsstrial services are contracted out, in
Germany these are still undertaken within the @nige so that a significant part of this 22.5%lwf t
workforce is not actually employed in industrialtieity but rather in a service activityithin
manufacturing enterprises.

37 As a total percentage of the workforce, includamgiculture, manufacturing employment is little
over 10 percent, even in these countries.

% According to the UK Employment Department, thistee employed in excess of a quarter of the
UK workforce in 2006.
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countries. Commerce, including wholesale and Iretastaurants and hotels, provides
employment for around 20 percent of the workforcéhe northern and CEE/CIS countries.
Generally, in developing countries this sector ples more than 20 percent of non-
agricultural employment covered by the statistiosl @ the poorer countries this can
exceed 30 percent.

We now focus on what this means in practice foelihoods and social formation
where we immediately see that the statistics hale ldrger differences between the
developed and developing countries. We need nousksthe income from farming in any
detail, except to say that whereas in the richentrees farm incomes are, on the whole, in
line with the incomes of urban employees—and ofterrelatively high levels—in the
developing world, traditional farming is predomitigira subsistence enterprise with some
wage labour in producing for urban and internationarkets, virtually all yielding very
low incomes, much of these below the poverty link contrast, as discussed in the
following chapter, much urban agriculture is orgaai by middle class citizens, sometimes
as an income supplement and sometimes as an ésgecpnnected to urban food markets
(ETC, 2003, 8).

The effort being expended in manufacturing in trertN is now almost entirely by
machine® with few members of the workforce now undertakingnual work (‘the end of
the working class’). The machinery itself is mamtiged by machines, designed and
programmed by an IT workforce, maintained by sHillengineers and administered by
more or less highly trained staff. The relocatadmorthern manufacturing to developing
countries has, in some cases, brought these methitllst (remember the case of the
cigarette manufacture described in Chapter Two)itbather cases, even within the same
industry, labour-intensive processes continue tadggied in factories, which can employ
many thousands of semi-skilled workers, who areroftained within a matter of days in
the factory.

The pay scales as between employees in manufagtuminthe developed and
developing world are also radically different, witredominantly relatively high wages and
salaries in the developed wofldand pay for most of the manufacturing workforce in
developing countries being at, or near, the minimuage. Indeed, a significant proportion
of this work, notably in the clothing industry, igut out’ often being carried out in
households, mainly by women. This is insecure@atly paid work and lacks any social
or workplace protection, with the companies alsimdpeelieved of their duty to provide
work spaces.

Government employment in the northern economietyding work in the health and
education sectors, also brings in good-to-adequatanes, even if much of the clerical and
functional service work remains low on local pagles. In the developing world, with the
exception of high-level bureaucrats and profess&may remains low, with large numbers
of employees augmenting their pay through additiawmek in the informal economy.

Looking across the range of commercial employmeiiich, as noted, is growing
everywhere to become the major employment sectisee a very wide range of incomes.
In the richer countries, these are amongst theelsigiparticularly in the fast-growing sector
of finance and business services and proprietadssanior staff in retail, restaurants and

39 In most cases fuelled by non-renewable energyuress, thus posing a sustainability problem.

“0 This does not mean that there is no residue of pay in some manufacturing industries.
However, poverty in the North is mainly associateith work in the service industries and with
outright unemployment.
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hotels can also expect higher wages and salafiethe same time, the latter sectors offer
very poor pay to large numbers of workers, oftevséhin insecure jobs, who would, in the
past, have comprised the industrial working cl&s®n these positions, however, generally
pay considerably better than their equivalent wettgping countries.

It is this burgeoning commercial sector—providingide range of services involving
mainly the poor serving the needs of the poor—thatoming to dominate the urban
economies and landscapes of the developing watile performing a vital redistributive
function in the local economy it does provide vémadequate incomes and precarious
livelihoods that are a major characteristic ofesfithis is visually evidenced by informal
street trading and informal settlements that tlipypation builds to accommodate itself.
Higher pay is commanded in the relatively smalhfal commercial sector by proprietors
of businesses and also by senior employees oficestdosectors, including finance and
business services and, in a few countries, byrafsignt tourist sector.

5.4 The Culture of Work as Social Relations and
Process

So far we have discussed two key mechanisms thaé ltantributed to the
employment crisis, namely technological change thedinternational policy framework.
However, there is a third dimension that may alstp o explain the situation and also
provide some further clues as to how this mightokkercome. There has, indeed, been
considerable debate in recent years concerninglsattitudes and problems that are both
cause and consequence of the employment crisis.

If we look back over the history of developmenttie North, as industrialization
deepened there was a great hope, perhaps evesumpttéon, that there would be less need
for particularly hard, manual work and hence maretfor leisure pursuits. Throughout
the North, in the decades following the Second WaMar, average working hours did
diminish systematically until the end of the 1970ken, starting in the UK and followed
soon afterwards by the USA, working hours agairabep rise and by the late 1990s, this
trend had become general across the North.

What is striking about this is that, as noted abdws was not a question of problems
in supplying physical resources and products hihierato a growing degree, questions of
administration and services certainly not all ofiskhlay at the center of what might be
considered to be socially useful work. At the same, income differentials grew and,
coupled with a growing frailty of the national weé systems, a discussion arose
concerning ‘social exclusion’ and the creation of ‘anderclass’ in spite of continuing
economic growth and the general emergence of &ificonsumer societies’. It was also
noted that the concern for social and economiciceisthat had been an important
dimension of political life following the Second W War had waned progressively. The
individualistic outlook that is an essential coaoyf of a liberal perspective on life has
opened the door to a growing acceptance of ecommdignigcnequal societies. Competition
came to be seen not only as good but also as entedsattribute of a healthy economy,
although it did ignore the social consequences.

Neither the transition countries nor the developtogntries shared this history but
came to it, rather, in the first case as a consespief the collapse of the communist system
and, in all cases, through globalization, both t&y économic and—particularly via the

“! The following paragraphs borrow from a more dethifliscussion in Dore (2003).
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spread of television even into the most distanagés insistently influencing values—its
cultural manifestations. While the transition ctigs industrialized along their own route,
the history of industrialization was, with very fegxceptions, not part of the cultural
inheritance of developing countries. Urbanizatiorthis area has to be seen instead as a
manifestation of the abandonment of traditionabraulture and—to an extent—also its
values, with the populations accommodating thenesete the realities of urban life with
diminished human, and often also physical, res@urce

Rural-urban migration sometimes has a dimensioaschpe from problematic rural
social relations and/or poverty into looser soc@ations fuelled, in part, by the hope of
benefiting from the fruits of modernity but, in &g only tenuously served by it (Wolfe,
1996, Ch.5). This is overlaid by small—more so ifnida and South Asia; less so in Latin
America and East Asia—'modern’ middle and affluesiasses who, through their
aspirations, lifestyle and work patterns, orgatiwe‘formal’ side of urban life.

Once, during the 1990s, growing poverty amongsse¢heban populations—and also
of the remaining rural populations—came to be ammkpas a problem of failing
development, and so the development institutiomsectd focus on this and many insights
were achieved regarding the outlook, attitudes @rmimstances of the these populations.
Special mention should be made of the World Banklyst/oices of the Poo(Narayan,
2000), which, following large numbers of meetingsl anterviews, documented how the
poor understand their situation.

An important line of argument, and related initias, designed to combat this poverty
has been the ‘asset-based’ approach to povertgtiedyMoser, 2007). This identifies the
capacities, in terms of knowledge, capabilities aodial ties, as well as in terms of
physical assets and how these can be accessed@ndudated as a route out of poverty.
While recognizing ‘a job’ as being a key asset (Btpsl998, 4), this approach does,
nevertheless, run the risk of seeing the poverplpmatic in too concrete and economistic
a fashion; in the extreme case, this could defieepy simply as a question of earning
fewer than one or two dollars a day. This can gasierlook the complexities of poverty as
an issue of social interaction in a context of li@sening of embedded traditional value
systems (Beall, 2002).

An alternative approach to understanding the probate of poverty, and with it
unemployment and underemployment revolves arouedntition of ‘social exclusion’.
This has become an important angle from which tewviparticularly long-term
unemployment in Europe, with various national atities and European Union support for
combating social exclusion. In the European cdntehis focuses heavily on social
contextual problems faced by the long-term unemgidoyand how these might be
ameliorated to enable the ‘reinsertion’ of the areld into society, with secure
employment serving as a foundation for this.

The term ‘social exclusion’ is sometimes used |pose the context of developing
countries as being synonymous with informal liveagd economy. While this might help
to indicate the problematic side of informalityaasoral issue, it is not particularly helpful
in analyzing the problems of the poor. Whether, had, the concept might be useful in
the context of cities was the subject of a majaquiny by the ILO (Rogers et al, 1995;
Figueredo and Gore, 1998).

An initial problem here is that even within Europasic concepts of the relationship
between the individual and society differ—includithg French concept of Republicanism,
the Anglo-Saxon notion of liberal society and aialbdemocratic ideal—and hence it
would be highly likely that non-European societiesuld possess yet other models that
might render the concept of social exclusion ivaté. The ILO study explored how the
notion might be applied in a number of differenansition and developing country
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contexts, in order to arrive at a flexible intetpt®n with potential applicability to many
different kinds of society.

The ILO STEP (Strategies and Tools against sociatlusion and Poverty)
programme translates the findings of the studi¢ls avkey focus on finding ways to extend
social security systems as a key dimension of k{reiansertion. In the following chapter,
we pick up the notion of social exclusion agairadsey concept to help develop a strategy
through which the path to full employment mightthmdden.

While the question of social exclusion focuseshmproblem of individuals failing to
recognize themselves, or be recognized, as eféectigmbers of the wider community,
understanding the personal stress that social swclu and more specifically
unemployment, can have helps us to understandrgfency of the quest for a society that
Is capable of offering decent work to all who wistwork.

There can be little doubt that insecure employmsitbiations accompanying
urbanization fuel both social and psychologicaksdr and dysfunctionality. The link
between unemployment and underemployment and pgibal stress is well-studied in
the North (Sinfield, 1981; Whelan et al, 1991, Gohith et al, 1996; Dooley and Prause,
2004) and in Japan, where a close correlation bas fbund between the suicide rate and
the recent growth in unemployment (Inoue et al,7200

There has also been some focus on the link betiteehuge increase in mortality in
Russia and the collapse of Communism and, withdét,economy (Shkolnikov et al, 1998).
The psychological stress of unemployment and umagieeyment has, however, been the
subject of few studies in low-income countries. véigheless, what evidence there is
suggests that this is also a factor, seemingly moramong the ‘modern’ classes (Gonzo
and F:éattner, 2003; Singh, 2006), perhaps as tieritance of northern cultural attitudes to
work.

The impact that high unemployment and underemploymeas had on local
authorities is of some interest to this Report.isTé a difficult question to answer simply
because local authorities in different countriegeheery different responsibilities. Here are
some situations:

In almost no countries are local authorities diyecesponsible for the payment of
unemployment benefits. However, almost everywhecal authority income is linked to
local businesses and lack of employment is genenadlicative of weak economies and
hence low incomes with which local authorities carry out their responsibilities.

In the North, local authorities are usually respiglesfor accommodating the homeless and
for the provision of other social support facilgithe need for which is a consequence of
poverty, which can certainly, in part, be attriltlte a lack of employment.

Linked to this is the need, where there is a sicguift population of the socially excluded,
for local authorities to expend resources in exptprthe extent of the problem and
devising programmes to access and assist the uagadphnd underemployed.

Insofar as security in cities is threatened throingheased crime and violence attributable,
in part, to the lack of income and employment, thisults in local authorities, at the very

2 Although the problems surrounding unemployment anderemployment are little discussed in
Voices of the Poorthere is a short expose on psychological stresshandehold violence right

across the transition and southern world arising jost from unemployment but also from a
significant change from men to women as the maimlfabreadwinner (Narayan, 2000, 182 et seq).
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least, working closely with the security authosti@ some countries these are under the
direct responsibility of municipalities) to contrible situation and this will probably mean
investing municipal resources in hardware and softveecurity measures.

» Increasing crime, in turn, discourages businestritight otherwise settle in the city, as
well as tourists and other short-term visitors galvhom bring an income to the city.

= Local authorities in the poorer countries do natehtie financial or professional resources
to mount programmes to assist the unemployed addramployed who are increasingly
finding their own solutions in the informal econgnigicreasingly in many cities, this
involves resorting to crime which, again, local herities are failing to bring under
control.

In short, the employment crisis cannot be dismidsgdocal authorities as lying
beyond the scope of their responsibilities. Pescand programmes aimed at increasing
employment are in the direct interests of locaharities as measures to reduce problems
of social and individual stress and security profdeas well as increasing local economic
benefits in general and, more specifically, themancome.

5.5 Why Work?

Prima facie with a dwindling need for work to produce andtrifisite everything we
need by way of physical resources, why should wgykiours not continue to decline and
more time be spent in leisure activities? Thers baen much discussion of this,
attempting to challenge the ‘work ethic’ and conitjmt for wealth, where the social
benefit of increasing amounts of what, today, pagseemployment (managing money and
encouraging consumerism) can be called into quegtitkin, 1995; Gorz, 1999, Beder,
2000).

A well-worked theme proposes a ‘social wage’ thatuld be paid to everyone to
ensure that, insofar as people accept a relatiwelyest lifestyle, nobody is forced to work
for a living. It is also forcefully argued that\gnments would benefit directly by taking
on the role of ‘employer of last resort’ to providlerk for all those who are unemployed or
underemployed (Mitchell and Carlson, 2001). Indi¢he first developing country to have
adopted (in 2005) a National Rural Employment Gote@ Act which stipulates that the
State will provide a legal guarantee for at led¥ flays of employment on asset-creating
public works programmes every year at minimum wiagesvery rural household." Since
the inception of the programme in February 2006 oiv operates in all of rural India,
covering 615 districts. In 2009, NREGS provided kviar 45.1 million households, creating
2,1 billion person-days of employment. Centralgowment is responsible for the payment
of wage costs in the scheme, but work undertakédeistified and planned at the level of
the local state. State governments that are urtabjeovide work within fifteen days are
responsible for paying the unemployment allowangigh no contribution from central
government. This creates an in-built performanceemtive for state governments to
develop a well-coordinated approach to ensure alaegsupply of employment in
accordance to the demand. A social audit undertakédREGA in Tamil Nadu in 2007
shows that the programme has been successfulrmmitegy rural to urban migration. The
idea of expanding a form of employment guaranteairttan areas is now also being
explored in some States.

As specified at the outset of this Report, it Bsacly anomalous that there is so much
unemployment and underemployment in a situationrevise much work still needs to be
done and this provides the broad context for thpgsals made in the following chapter.

Before making any extended and coherent propos@gda at achieving full
employment, it is, however, necessary to answermtrestion posed at the outset of this
section, namely: “Why work?” Here, we are propgsfour basic reasons why people
work and why work is needed (Wolfe, 1996, 174 eexlied):

68



1. Work is necessary—even if ultimately consideralggsl might be needed in future than
today—to produce goods and services and, throughftr people to perform the social
roles valued by society.

2. Inthe last section of this chapter, we discusstughaeeded to produce a reasonable life in
a well-functioning and pleasant urban environmenphysical and organizational terms.
Well-organized, decent and productive work is neassto achieve this.

3. Work should give individuals and families accesadequate incomes thus enabling them
to satisfy their needs and, within limits, theisutes.

4. People at work should be able to expect a reasematme in terms of what this can buy
by way

5. of access to life resources and services and @mehly stress-free and enjoyable life
available within the city in which they live.

6. Work should enable people to enter into relatigmshiith the social order, interpret
personal interest in its maintenance or transfdonatssociate themselves with interest
groups and acquire organizational ties.

7. All work, even when carried out in the context obiae-person enterprise or involving
activity in relative isolation, is ultimately a satactivity and, for most individuals, the
work environment is one that provides structure atrdctures beyond the family and
immediate community, connecting them meaningfuily ithe wider social process.

8. Work can and should meet psychological needs faningful activity, self-realization,
creativity and recognition in support of the workdamilies and/or wider group.

9. As noted above, unemployment frequently resultpsychological stress and feelings of
worthlessness and meaninglessness and work shewidiersally understood by those in
a position to provide it directly—employers—or irglitly—governments, civil society
organizations—not just as a social service but assa personal psychological service.

5.6 Skills and Productivity in the Urban Economy

As an addendum to this discussion, when lookintgeaproblematic of unemployment
and underemployment in developing countries, ihesessary to refer to the issues of
‘skills” and ‘productivity’. This is because it iwidely asserted that the problem for the
poor working in the informal economies of citieghat they lack skills and that their work
is of low productivity. We might say that ruralban migrants lack skill in the context of
work needed in the cities, their previous ruralllskno longer being relevant (Hobart,
1993).

However, it is also evident that workers in theomfial economy can go through a
series of ‘careers,” as they respond to changingugistances in the urban econohhy,
indicating that they are certainly willing and able learn new skills, if only the
opportunities would arise to provide them with woekjuiring whatever skill§® Training
facilities that would help to develop the skill® aften available but a common problem is
the lack of opportunities for graduates who, withjol offers, will end up in the informal
economy, their skills wasted (Box 5.1 below). tuhd seem rather inadequate to suggest
that they form a micro-enterprise to market thkilswithout there being any initiative at

43 See longitudinal studies of poor urban communitisied out respectively in Jakarta (Jellinek,
1991) and Guayaquil (Moser, C. 2009)

“ To underscore this point, it is necessary to poirttthat many high-paying jobs revolve around
‘skills* that are easy enough to acquire but areancessible to the poor because of entry condition
that require an investment that they cannot affofle problem here is more to do with the fact that
the demand for these jobs is relatively small. &\eto expand greatly, then training would surely
become available and candidates would quickly riadiee to take up the training.
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a broader level to provide structure to the localn®my and consumption patterns that will
demand the product of these skills and encouraggettvishing to enter the labour market
to develop these skills.

Box 5.1: ‘Skills Mismatch’

The case studies produced as background to this Research Report raised the issue of ‘skills mismatch’ whereby there are high
unemployment and underemployment rates but also high numbers of formal job vacancies (Robbins, 2008; Gonzales, 2008).
This is, in the first instance, put down to an excess of ‘unskilled’ workers seeking employment and an undersupply of ‘skilled’
workers.

In support of this interpretation, the two local governments researched in the Philippines lamented the low rate of high school
completion in a country in which a high school diploma is often the minimum requirement for a job application. Both local
authorities are thus making strong efforts to improve the educational offer with grants and in both cases establishing their own
university/vocational training establishments where every effort is made to orient the curriculum towards training in the skills
requested by local businesses.

At the same time, however, the Medium-Term Philippine Development Plan 2004-2010 noted:

“Most of the unemployed during the period were better educated than the employed workforce. A majority of the unemployed had
at least a high school education (42.6%) while those with college education accounted for 34.3%. The incidence of
unemployment also tended to increase with the years of education. In 2002, only 6.7% of those with at least elementary
education were unemployed followed closely by those without formal education (9.3%); with at least high school education
(13.2%) and with college education (15.4%).”

It would appear that the ‘mismatch’ is not just a question of skills in the sense of capabilities but that there is also a dimension of
expectations and aspirations. At the ‘bottom end’ there is little expectation of entering formal work situations, this being an
attitude that undermines the ambition to learn and one that finds the ‘informal’ world more comfortable for all its precariousness.

At the other end, those privileged and ambitious to complete their education—who are generally able, and even encouraged, to
study what they would like to study and thence do what they want to do rather than designing a career path—are, after their
education, disgorged into a world that is uninterested in what they have learned and simply wants particular (perhaps boring,
repetitive maybe arduous) work to be done, at pay levels that the educated people find is not worth the effort. In the Philippines
case this leads to significant numbers of the educated people leaving the country to take up employment below their educated
status but paying more than they can expect at home.

However, there are also genuine skills mismatches that come from the rapidity of economic change. For instance, the
Philippines has become a major target for call centers as a consequence of the widespread knowledge of the English language.
These now employ over a million Filipino workers. However, increasingly, other languages are required and training in these
languages has lagged behind demand, partly because language teachers find working in the call centers themselves more
lucrative than teaching the languages!

Work in the informal economy is also seen as b&agin productivity. It is true, for
instance, that street-sellers often sell veryeligler the day, sometimes in spite of being at
work for long hours. Many working in the informatonomy do, however, produce a lot in
terms of the common definition of productivity, peuwlarly in serving the needs of the
poor but are, nevertheless, regarded as unproeuativause their work does not earn them
very much®®

Economists link their definition of productivity tthe concept of added value. This
means, for instance, that a vendor selling meatbénstreets of Jakarta, while she might
actually serve more people than the expensiveuestaoutside which she is located, is
seen as less productive as a consequence of tlaprdss of the meals she serves.
According to this definition, the vendor would beedned to be more productive if the same

5 For an in-depth discussion of the difficulties d#fining and understanding productivity in the
context of poor economies, see ILO (2001).
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meals were being sold at a higher price (a grefifiarence between the cost of inputs and
the price charged for outputs).

However, she would lose her clientele as a conseguef their not being able to
afford the meals or because her neighbour is getlie same meal at a cheaper price.
While there might be an argument about ‘poor prtigitg’ based on the poor quality of
the cheap meal, even this might not be valid stheecheap meal has similar ingredients
and satisfies the nutritional needs (and probalsly the enjoyment) of the poor client just
as well as the expensive restaurant satisfies ¢ékeelnand tastes of its rich clientele. In
common language, this woman is highly productive!

This argument can be extended and applied to méicheodifference between the
lives of the rich and the poor in low-income coiggr And we have to look wider to see
where the problems of putative inadequate skilld poor productivity lie. The world in
which the urban poor are living is vastlyerproductive in the sense that it supplies ready-
made, most of what in the past, required work tapce locally. Indeed, it supplies much
more in terms of those consumer products and fatsvere simply not available at all in
the past (Beder, 2006).

lllustrating this further, the influx of second-tthnlothing into Africa in recent years
has been recognized as having put large numbelscaf tailors out of worf and has
resulted in this clothing being sold into a consuervironment that is over-supplied with
vendors and in which intensive competition resuita ‘race to the bottom’ where vendors
add extremely little to the price at which they libg clothes.

It is argued that the loss to tailors is counteabaéd by the gain to traders. While
there is a lack of empirical evidence to prove \Wwkethis is true or not, the point is that the
change involves a loss of skills and also a lodsadl control over economic activity with
no ability to respond meaningfully to any pertuitias in the supply of clothing from
abroad. Furthermore, as pointed out earlier is ¢thapter, this is part of a general decline
in production industries and the growth in infornv@ding that is clearly connected with
precarious livelihoods and a lack of skills becatisre is simply no demand for greater
skill levels.

A glance into local stalls and shops even in ther@st districts of cities in developing
countries reveals that many—and often the bulk—hefproducts being sold have arrived
in the city ready-made and that much of this isadngd; even when the products are
manufactured and packaged locally, this has be&e do factories using machines and
employing very few workers.

The problem is not about the need to increase ptidty in the sense of producing
more goods per person-hour because, in this @tuatf incipient over-supply, one
informal worker discovering a trick to sell more ligkely to further impoverish her
colleagued’ The problematic is complex when looking rightassr the local economy of a
large city in a low-income country. Howeverjma facieit has two important dimensions.
On the one hand, efforts need to be made to stenfldkv of money out of the local

% The South African Government banned the imporseéond-hand clothing from 1999, as a
measure to protect the local tailoring industry.

" For this reason, focusing resources on BDS andiigmmoney to start new enterprises in highly

volatile sectors or sectors that compete with chieggorts is unlikely to improve incomes without at
the same time protecting the industries in whighrtew enterprises will be active. See Chapter Six.
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economy—and, where possible, increase the moneyinfipin through exports—and in
this context, start an upward spiral of incomes.

On the other hand, efforts need to be put intoifigpdor designing new areas of
activity—or re-colonizing old areas of activity thugh sheltering local industries—and
then steering and supporting the growth of seleatgivities within a long-term planning
framework that aims, in a coherent way, to (reybuitban economies that satisfy local
needs in terms of both employment and productsdgi@emd services). How this might be
done is the subject of the following chapter.

5.7 Producing the Good City

Having established the reasons why there shouldelsgent work for all those who
wish to work, we now need to look at the work thetually needs to be done to produce a
good life for all. Here, we start by looking at attphysically makes a Good City, then at
what needs to be supplied and produced, in ordendare that life in the city is convenient
and comfortable for all—eliminating poverty—and rthat how the city can also be an
enjoyable place to spend time. Finally, this sectakes a preliminary look at the political,
institutional and administrative means to acconhpiigs.

In Chapter One, a brief sketch was provided of th®or conditions and
dysfunctionalities of cities in developing counsriand the urgent need for work to be
carried out to rectify these. Chapter Three thsoussed how work needs to be undertaken
to improve the infrastructure and housing condgjoand that this should be carried out
while keeping in mind ways in which the demandl&trour to accomplish these works can
be maximized.

While on the whole citizens in the richer economias be justly proud of the
functionality and attractiveness of their citiesiprovement in the physical condition in
developing country cities is an urgent priority. or€erted public works and housing
programmes can improve conditions and also prowidek as a significant component of
the (re)building of urban economies.

Historically, such programmes have been undertakeler varying circumstances, in
terms of why and how they were organized, but tletirey should be linked directly to
work that needs to be done. In Chapter Three,is@igsed labour-intensive public works
programmes and here we would emphasize how thesédshe embedded in consistent
long-term urban planning, in order to provide adgguphysical and social infrastructure
and ensure a reasonable quality of housing for all.

The current ‘conventional’ approach to such pravisiis through ‘upgrading’
programmes. While it is necessary to be realisitb regard to what can be afforded in
different cities, it should also be said—as isssted in the basic goal for the Cities Alliance
to achieve ‘cities without slums'—that governmest®uld set their aims higher and find
the political will to provide adequate urban hogsaonditions for all within a foreseeable
time-scale.

In order to illustrate what is possible, it would bseful to point to Hong Kong and
Singapore, both of which, at the end of the 198@&ge suffering from totally inadequate
infrastructure, with the majority of the populatitiming in precarious informal housing.
Over four decades, starting initially with extregndbasic technical specification and
construction methods and then moving to higherdsteds, the urban authorities of these
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cities were able to overcome the pre-existing polsl while at the same time catering for
rapid urban expansidfl. It is certainly true that these cities experighcapid economic
growth, which generated the financial resourcest tbaabled them to undertake
increasingly massive work programmes and, in cettitis true that most cities in poorer
countries simply do not have such resources aeptes

However, these programmes were initiated priorh® tapid economic growth of
these cities and it has been contended that rdtier these programmes being the
consequence of economic growth, they were actwaallymportant driver of such growth
(Castells et al, 1990). Today, on the other h#imele are many cities that are just as well
off as Hong Kong and Singapore were in the 199@srbwhich the authorities have failed
in terms of the political will and the effective rathistrative programmes required to
address the problems. In spite of adequate resyusaeh cities are failing to provide an
adequate living environment for very many of tliizens.

While the Hong Kong and Singapore Governments failvedresources locally—as
did the authorities in Chinese cities, which argently managing to provide a reasonable
quality of infrastructure and housing in the comtekvery rapid urban growth—the IFIs
are certainly prepared to provide the financiabugses elsewhere that would be necessary
to initiate major public works programmes. The kssue is to put the political will, the
policies, the institutional framework and progransne place. Clearly, however, adequate
consideration has to be given to designing the@pjate approaches to such programmes
from the point of view of the social process ofomgtion and their longer-term
sustainability (Atkinson and Thielen, 2008).

Programmes to improve the quality of urban infrastire could—perhaps even
should—be designed within an overall framework o$tainable development of urban
regions. As such, it can be expected that a sigmif component would go beyond the
effective treatment of urban waste and focus attentunder the currently fashionable
heading of ‘green jobs'—specifically on the reci#iion of environmental damage that has
been wrought in recent years in urban regions. s Wduld also focus on ecological
improvements, including urban parks and regiore-planting and related programmes.

There is also an important potential in terms opkryment generation that could be
realized by intervening in urban economies, to mmprthe supply of materials and goods
so as to be able to offer citizens the provisiansdtisfy their needs and overcome the
poverty so prevalent in the urban areas. ‘Globatmd and the prejudices and
presumptions of current approaches to economiclol@vent have resulted, as was pointed
out Chapter One, in diminishing amounts of provisideing supplied within the urban
regions themselves. Today, the ‘ecological footpnf even quite poor cities spreads right
across the globe to obtain the provisions to satisé demands of their citizens. The
existence of poverty is, in significant measure, iadication that this system of
provisioning is not working for significant numbeskcitizens.

The lifestyle of the upper and middle classes té€inow rests almost entirely upon
materials and goods imported from outside theiranrbegion and many of these from

“8 A general prejudice sees such programmes as litdeglithoritarian Communist government
where, in practice, both Hong Kong (then a Britisilony) and Singapore were generally run
according to market principles but did, neverthglesndertake major effective and efficient
government-run public works programmes.
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abroad”® This means that significant, even substantialpuats of money spent on

achieving their lifestyle flows out of the urbargiens and even out of the countries in
which they are located. Even a growing amounhefgrovisioning of the poor is supplied
in this way.

In the not too distant past, most of the provisigndf cities, including food, building
materials and energy and many manufactured gocelg Mbour-intensively sourced from
within the city and its hinterland. Urban regiarauld again become important sources of
provisions for their cities if an appropriate sépolicies, and the regulations to implement
them were to be put in place, in order to selebtidescourage imports and encourage local
sourcing produced labour-intensively (Stohr and tigg, 1979)° In the following
chapter, we shall look in more detail at how a fassstep-wise ‘recolonization’ of the
productive economy might be undertaken in urbaiorey

Box 5.2: Bogota sin Hambre

With the election of Mayor Louis Eduardo Garzon in 2004, attention was focused on the fact that malnutrition was affecting more
than 600,000 poor people in a city surrounded by a highly fertile hinterland that could produce the necessary basic diet of the
whole population. Of course, the issue was, on the one hand, the inability of the poor to pay for food and on the other, the use of
the land surrounding the city for purposes other than the supply of basic food products. The Bogota sin Hambre (Bogota without
Hunger) programme was undertaken both to subsidize basic food supplies to means-tested poor families while developing
sourcing for much of this from the immediate hinterland of the city.

There can be little doubt that such a policy cdrtieough consistently—making more
expensive much that the modern classes have commgdp—would be resisted. Properly
designed and with greater commitment to makinggisucceed for all, however, these
could start to regenerate local economies andhgmptocess, provide more substantial work
for those currently suffering unemployment and wadwloyment and by this means,
reduce poverty. Such policies would be likely—amight be designed specifically to this
end—to reverse the almost universal trend in rege@rs towards widening income
differentials.

There is certainly no desire to revive the indastdities of the past, with all their
noise and pollution and their long hours of work tather—in the light of the reasons for
working outlined above—to extend the availabilify‘socially useful work’ so as to take
the pressure off the ‘race to the bottom’ that ietable characteristic both of formal and of
informal labour markets in developing countries. halis needed then in the informal
service economy is a tightening of labour-markkés tould act as an incentive to improve
the quality of services being offered, on the b#sis a larger proportion of the population
being employed will also be lifted out of povertydawill, therefore, be able to afford better
services.

Cities are not just places for work and productiom also places where people enjoy
living. As noted in Chapter Two, clearly an im@ort motivation for rural-urban migration
in recent years has not just been to improve ecanohances but also to enjoy an urban
lifestyle. One can identify aspects of this thiagt aot, perhaps, to be encouraged—such as

“9 Final assembly of products, packaging and so anaiérials and goods supplied by transnational
companies is often undertaken in the country obaamption or a neighbouring country, and indeed
the bulk of international trade actually involvesvament of components and materials within
companies (Amin and Thrift, 2002, 64). This, hoeeprovides little local employment and the
bulk of the value added flows back to the counthere the company is headquartered.

0 A trend towards ‘localization’ may well emerge itd own accord in the coming years, if the
current crisis in the global economy continuesdepkn (Atkinson, 2008).
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drugs, gambling and prostitution—but certainly thé&s much that involves entertainment
and leisure activities and generally the good thioflife that can enhance the city and that
also provide productive and decent work.

This is very evident in northern cities, where béthmal activities ranging from
theatre, music and exhibitions to the pleasure=athg, and such informal activity such as
street musicians and still life acts, provide inesnfor a significant proportion of the
workforce. Nevertheless, even in poor cities themdgnificant scope for such employment
to enhance both the ambience of the city andviddifiess and in what might be considered
the more serious arts and crafts. Three exampbes $ettlements are illustrated in Box
5.3. Besides serving local needs, this becomémportant dimension in attracting tourism
and generating exports where whatever the city ywesl gains a wider national or

international reputation.

Box 5.3: Three Asian Examples of Local Economies built on Arts and Crafts
Bali’s Arts Villages — Ubud and Tenganan

The Hindu island of Bali in Indonesia is famous for its music and dancing, its architecture and its arts and crafts. Regular religious
offerings and rituals require the production of artifacts to decorate and accompany these activities. While all villages undertake
some of these activities, some villages have excelled and developed and thence specialized in the production of highly refined
products such the ‘double ikat' cloth of Tenganan and the painting of Ubud. Traditionally these products circulated within the
island, enriching the lives of the inhabitants of the island. The growth in tourism, however, has led to some of these industries
producing in greater quantities for sale to tourists and to feed a significant export trade.

Hanoi’s Craft Villages

The city of Hanoi, the capital of Vietnam, is celebrating its one thousandth anniversary. From its earliest days, the arts and
higher culture were encouraged and even today, the old city of ‘36 streets’ (actually around 70 streets but probably named after
the 36 guilds into which the craftsmen and traders were organized) is renowned for the specialization of trades in particular
quarters. The craftsmen originated from surrounding villages, exercising their manufacturing activities both in the villages and in
the city. Today, few of these products are produced in the city but more than 50 villages in the area surrounding Hanoi still
specialize in different products. Some of these remain oriented specifically to Vietnamese taste, for example So noodle village
and also Le Mat village, which breeds snakes for their meat and as an additive to alcoholic beverages! Others now produce not
only for local markets but have also become renowned tourist destinations; these include Bat Trang ceramic village, Van Phuc
silk village, Dong Ky wood carving village, Kieu Ky gold leaf and leather goods village and Dong Ho painting village, each of
which now attract tourists, as well as selling products within the city and elsewhere in Vietnam.

Philippines: Angono - Town of Art

A much more recent development occurred when the new mayor of Angono—a town not too far from the capital of the
Philippines, Manila—decided to promote its already thriving art industry as spearhead for tourist promotion. In this case, it was
felt necessary to improve the general look of the city and develop the infrastructure, in order to bring Manila tourists to the town,
as well as making it into an attractive place to be once they have arrived.

To build on the artistic traditions of the city, the municipality established the Angono Regional Pilot School for the Arts the aim of
which was to cultivate homegrown creativity in the visual arts, dance, theatre, creative writing in English and Tagalog, as well as
vocal and instrumental music and media arts. It aims to “develop aesthetic awareness among the students, thus establish
cultural identity, awareness of life and a sense of community and preserve tradition.” The whole strategy—town improvement
and development of the arts—is seen in a significant part as a means to achieve high levels of secure and decent employment.

All this implies changes in the policy environmexttthe municipal level, although it
also calls for support from national governmeritscal authorities in most countries have
responsibilities to make plans of various kindstfa development of the city. Distinctions
are made between budget—including development—pigniand land-use planning.
What is being called for here, however, is a negu$ofor local planning at the urban and
regional level to encompass a significant augmemtadf responsibilities not just to direct
the use of land resources and manage local budgetiocesses but also how these
resources and what they produce connects througtheosocial process in terms of
employment and the distribution of other benefifche following chapter thus begins by
looking in some detail at how this process mightkystarting from what are already quite
widespread experiences of ‘participatory planniagd orienting these in a more focused
way on the generation of decent work as a basipdeerty elimination and creation of the
Good City.
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Chapter Six: A Strategic Approach to
Generating Local Employment and Decent
Work for all who wish to work

6.1

Introduction

The previous chapter was designed to provide ad@tion in terms of understanding
what has to be done to rethink and take actions whth be effective in achieving
productive employment and decent work for all. sTtihapter moves further into the area
of active labour market policies (ALMP) and, in nigarespects, beyond by linking these
into proposed structural changes in the local eggnolt presents a step-wise procedure
that local authorities can initiate but which frdire outset, will need to bring together
representatives of the entire urban and regionalilation so leading to the (re)building of
local economies, with decent employment as a sgoiadl at its heart.

From the outset, the whole population needs todmsitized to the initiation of a
community-wide process or a major augmentation iateration of hitherto fragmented
initiatives towards local development. The proosgknot be able to progress far without
a comprehensive knowledge of how the local economryd—social economy—currently
function as the starting point for the developmenoicess. Data and appropriate analytical
tools should be developed as the basis for effectiecisions on what and how the
development process—with employment generation aseatral goal—should be
(re)structured.

The chapter then discusses economic activity itoiity, examining which sectors,
sub-sectors and kinds of activity show potentianpise as to where investments can be
made that will generate employment and lead towangisovements of the city, as both a
place and as a process. All potential sectors—grginfagriculture and basic resources),
secondary (manufacturing) and tertiary (services)ith-a major focus that takes a critical
look at how manufacturing might be ‘re-colonized’ teverse the long-term decline in
employment that this has experienced over receradiss.

It is, therefore, necessary to consider how thallegd regulatory framework needs
adjusting, in order to accommodate the new devedopah focus. New initiatives will also
need financing and this too requires consideratikntion; money is available for new
initiatives of the kind discussed, but the mechasi®f obtaining and administering it need
to be reconsidered. Finally, the question of gatiey, throughout the community, an
orientation that encourages participation and aweing exclusion needs to be addressed
in terms of awareness-raising, capacity-buildimyaation and training.

6.2 Urban Social Dialogue: Engaging Multiple
Stakeholders

In earlier chapters of this Research Report, there been references to the way in
which local governments need to engage with otteesiolders, in order to facilitate the
process of employment generation. At the stratémgiel this is in consideration of the
process of decentralization and democratization revh@t only local authorities are
empowered to organize development at the local lavtecitizens also have direct access to
decision-making wherever decisions affect theiegivthis is what is nowadays referred to
as subsidiarity, which was discussed in Chapteed&hrThe process by which citizens
become involved in local decision-making falls undbe general title of ‘public
participation’ and much of this chapter will be déad to indicating how citizens can be
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involved in decisions leading to effective localgayment generation and, more broadly,
overcoming social exclusion (Stiefel and Wolfe, 499

In the past, local governments undertook theirviigs to the exclusion of—the idea
was as ‘authority’ above—the local society, handiogvn powers and resources within the
scope of their remit. Today, local governments seen in a different light, in their
decentralized form, as partners in development wigarticular role to play in association
with other local stakeholders, generally clustargd two main groups, hamely the private
commercial sector and ‘civil society’. In recemtays, there has been a great expansion of
local participatory processes with a wealth of rodtilogies (NEF, 1999) many of which
are, however, concerned with specific aspects dlltfe and take place at a very local
level among specific communities. It is also tthat many participatory processes fail to
make effective impacts because, for instance, éx@yude key stakeholders or being no
more than discussion forums, they fail to genee#fective actions.

‘Social dialogue’ is the participatory approach duge the ‘world of labour’ which is
not, in its original form, the same as communitgdxh participation that is the oldest such
interactive process, which started as long agohasetrly 28 century. It can include
various forms of negotiation, consultation or simph exchange of information between
representatives of governments, employers and wserka issues of common interest
relating to economic and social policy. The gsata promote consensus building and
democratic involvement among the main actors. &gfal social dialogue structures and
processes have the potential to resolve economit satial issues, encourage good
governance, advance social and industrial peacstabdity, and boost economic progress.

In social dialogue at the national level, the weoskare represented by the trade
unions, the employers by employers’ organizatians the government by the Ministry of
Labour (when the matter under discussion spedyicalates to a particular sector of the
economy, the ministry responsible for that secteo gakes part). But social dialogue in its
original form can still fulfill an important roletathe local level—an example being
provided in Box 6.1 below—in the general contexbahging the social partners together
to ensure, in the later stages outlined below, ithlations between actors are harmonious
and fruitful (van Empel and Werna, 2008).

In the case of urban/municipal social dialogue,wlekers and employers should be
represented by their respective organizationseémtibnicipality and the government by the
local authority. Federal and provincial bodies malgo avail their representatives.
Urban/municipal social dialogue also offers an apputy for other locally organized
actors, which very often are not represented abmator even provincial level, notably the
associations of informal workers and/or enterprisgssociations of micro-enterprises,
together with grassroots organizations, commursgpaiations and social movements.

Box 6.1: Social Dialogue in the City of Marikina, The Philippines

In the 1960s, Marikina was the envy of the emerging metropolitan Manila because it was playing host to big industries availing
themselves of the incentives that Marikina enjoyed as a special industrial zone. Moreover, Marikina was home to a flourishing
footwear cluster. However, in the 1970s, it lost its special status due to changes in national policy. In the 1980s, Marikina's
national status deteriorated further as it suffered from the harsh competition of the Chinese footwear industry. In addition, the
city was plagued by floods and nasty stories on crimes and grime. The negative image was compounded by the chaotic system
of industrial relations, when Marikina became a center 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
favorable labour and business climate through social dialogue. To this end, the Mayor undertook the following steps:
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Making personal contacts with wide range of workers' and employers' representatives. This resulted, inter alia, in the forging of
an alliance among the city's fractious unions, i.e. the Alliance of Trade Unions in Marikina (ATUM). The Marikina Valley
Chamber of Commerce and Industry (MVCCI) was acknowledged as the main voice of business because other employers'
organizations are represented on its board. This regrouping of workers and employers eventually helped the Mayor to convene
tripartite consultations in the city, based on balanced representation among the parties.

Arranging a series of formal and informal dialogues, initially facilitated by the Mayor himself.

Creating an official tripartite body capping the ongoing dialogues and followed by several tripartite agreements.
Institutionalizing the dialogue system backed up by a Workers Assistance Office financed by the city.
Formulating city policies in line with the tripartite agreements.

Through dialogue, the city of Marikina was 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. Above all, dialogue has been crucial in inculcating respect and trust between and among the tripartite social
partners.

The decentralized tripartite system that has developed in Marikina is characterized by continuity and a clear development focus.
Furthermore, its institutionalization through a regular secretariat and mechanisms for dispute settlement is typical for the success
of this experience as it avoids ‘ad-hocism’ and crisis-focused management. Thanks to the support and participation of the
workers' and employers' organizations, the mayors could play a key role in making this happen.

Source: van Empel and Werna, 2008, Box 1.

Looking more broadly at local participatory plarmiprocesses, there are many ways
in which local stakeholder groups interact to aehiglifferent ends. By the 1970s, it
became evident to some people that any developg@rrally organized from the top-
down was lacking decisively in effectiveness beeauseither listened to what the people
wanted and needed nor communicated the possibiliti@n understandable way; in short,
it was authoritarian and often inappropriate (Kort€986). Participatory development
processes thus broadened out initially in rurahsia the form of ‘Rapid Rural Appraisal’
(Chambers, 1983) with the ILO initiative of Parpatory Action Research (PAR)—or
‘people’s self-development’ (Rahman, 1993)—makitgy way into urban development

contexts during the 1990s.

By now, the field has broadened considerably armbine a complex area in which
local politics and development are played out afirstakeholder participatory processes
under the general heading of ‘local governanceiuslbesides the participatory processes
of settlement upgrading discussed in Chapter Thueesee the initiation and spread of
participatory planning and management of the urbavironment sometimes under the
heading of ‘Local Agenda 21’ and new processes atérthining how local authorities
should spend their development budget appearingruhe general title of ‘participatory
budgeting’ (Gret and Sintomer, 2005). It is gefignr@cognized that effective efforts have
to be made to explore—through ‘asset mapping’ teotechniques—what groups and
individuals in the community need to be involved amwhat capacity. This may be in the

form of representation or tapping vital skills eaténts.

Ultimately, what we should be seeking is for thealadevelopment process as a whole
to be determined as a local interactive plannindyrmanagement process that goes beyond
sectoral and community procedures to be articulatedbroadly conceived and effective
local and sub-regional development. As the creabbhigh levels of secure and decent
employment has been discussed throughout this Re®oml key component of local
development—to overcome the employment crisis andte the Good City—so we will,
in this chapter, be focusing on how participatorpgesses can be forged to eliminate
poverty and social exclusion spearheaded by theergéon of full and productive
employment and decent work for all throughout urkegions. What is presented here is a
step-by-step approach to creating a basis for géngrfull employment. It will be seen
that participatory processes do not result immetjian institutions but, rather, that the
institutional landscape is opened up in stagesattigipation in the (re)building of local
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economies and institutions for social provisiont thdl yield decent jobs. In referring to

‘urban regions’ these may already be defined buibif then efforts will need to go into
finding a formula for collaboration across munidipaundaries. This may be specifically
for the purpose of the planning process or invobrsting or potential functional

collaboration such as is sometimes found in rediawater supply utilities, transport

utilities of inter-municipal solid waste managemagteements.

6.3 Generating a Vision of Full and Decent
Employment and how to achieve it

It has become common practice for local participatplanning and management
processes to start by bringing together a wideegasfgstakeholders to develop a strategic
vision of what the process should be aiming to eahiencapsulated in a single sentence.
This is followed by an analysis of the problemst thdl have to be faced and how it is
intended to approach these. A common approaah usidertake, with the same group of
stakeholders, a “SWOT” analysis, exploring the i8iths and Weaknesses in the current
situation and the Opportunities and Threats fanesfforts to fulfill the vision. This is the
way in which City Development Strategies, suppottgdhe Cities Alliance, are initiated
(Cities Alliance, 2006) and it would also be an rayppiate way to initiate a new phase in
municipal efforts to increase, and eventually aahidull employment.

So how should this be organized? As already natktdsorts of formats have been
tried and applied in different cities with diffetegeographic scales— — neighbourhood,
city, urban region; different foci, including neilgburhood land-use planning, general
development planning (with participatory budgetiag one variant), environmental
planning (Local Agenda 21), local economic develeptrinitiatives and so on—as well as
different kinds of venue and time-tables, with eliint groups of stakeholders being invited
to attend. Here, we present a format appropriatstarting a new initiative aimed at
achieving “full, productive employment and decemwtrki in a city or urban region. In fact,
this will necessarily look at the development o thcal economy and also from the point
of view of social and not just economic developméintvill also look more broadly at
initiatives such as government investments and gbeial economy that are not
conventionally associated with a narrow focus amal@conomic development.

The mayor(s) and councillors should be convinced this time for employment to
become a central policy issue. The implicatiorotighout this Report has been that city
and hinterland need to be considered togetherramganutual needs, with the result that
the city and its surrounding municipalities neeatdéoperate closely in the local economic
development and employment strategy. This poliaggripy and involvement of a wider
geographic area will need to be transmitted to gbpulation as a whole and would,
therefore, start with effective information dissaation and involvement through a
‘visioning’ exercise aimed at the widest possihidiance.

At the same time, commitment should be secured gnsoich key organizations as
employers’ associations, trade unions, associatiéngorkers in the informal and home-
working sectors and whoever else is deemed impittastructure the ensuing planning
process. The vision statement should be backeolyupe adoption of clear, measurable
objectives that will form the structural basis the subsequent planning process. Once a
vision—possibly for full and productive employmeartd decent work within a particular
timeframe—has been worked up and disseminatedc@nderound of public discussion
will have to come to terms, perhaps through a puBliVOT exercise, with the problems
and resources necessary to realize the vision.

It is extremely important that the results of theseercises are internalized and

disseminated through key organizations. Thishsya all, the case for municipal staff for
whom there should be training events and even lopgegrammes involving staff from
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different departments in internalizing the outpoftshe event and the implications, over the
coming years, for their own activities.

6.4 Analyzing Local Productive Activity

In introducing the Cities Alliance in Chapter Twbwas noted that the organization
has produced a resource guide for local authoritisshing to analyse how their local
economy works (Cities Alliance, 2007). In the saof@pter, it was noted that UN-
HABITAT has made available a manual to help loagharities undertake local economic
development initiatives (UN-HABITAT, 2005); this dludes information on how to
analyse local economic activity. Local developmieetising on employment is, however,
a broader exercise than local economic developalent. It has been emphasized earlier
that the world is suffering from forms of econorndievelopment that all too easily fail to
generate—and may even destroy—employment. Detailiedmation on how the local
economy works is necessary but not sufficient and thus important also to assemble
information on activities other than those of besi or state-owned enterprises, including
the social economy and local government activiti@s provide employment.

As will become evident later in this chapter, loeabnomic development that answers
social needs to which employment is central hasgtdd from employment issues and will
have to keep these permanently in focus. That say, the analyses under discussion here
should cover the human and social dimensions oéldpment and not be restricted to
initiatives in the economic sphere that generataltivg¢for some). Thus the analysis would
look not only at enterprise and what is being—anldde—offered in terms of goods and
services, but equally at human and social capieaning what skills that are present
locally are unused or underused. It should beifaplat further initiatives that might be
undertaken in terms, initially, of forward and bawekd linkages to current activities and
initiatives to address more directly the needshefggoor, and what skills could be usefully
developed through education and training.

There has been some debate recently on the quedtexchieving ‘pro-poor growth’
but little direct focus yet to identify adequatdhe categories of the socially excluded that
include the unemployed as a central group but caldd cover a good proportion of those
working—very often underemployed—in the informaloeomy. The analysis under
discussion here will need to develop adequate wagkevant to local circumstances—to
identify the socially excluded as a basis for tgkerction to (re)insert them into local
adequate income-earning activity (Box 6.2 belowxasmple).

Box 6.2: 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 at which 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 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). For Medellin, 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.

Source: Cities Alliance, 2007: 77.

A further consideration that will be important fiolentifying new areas for economic
and social activity will be to understand consuimptpatterns and how these are currently
being satisfied or, where the poor are concernedbeing satisfied. The basis for much of
the information needed in the analysis under dsounshere will come from periodic
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surveys, not only of businesses and business tychutt will centrally involve household
surveys and participatory issue analyses in tha fafrfocus groups. These surveys should
not merely look at what is happening by way of empient and economic activity—
including the informal economy—but also at the aie of household expenditure and
consumption patterns and aspirations.

Box 6.3: The Durban Local Economic Analysis

The eThekwini Municipality has, for an extended period of time, placed some emphasis on building its own knowledge base on
the local economy, as well as on sharing this with local stakeholders. This has been driven by a number of objectives: to
enhance planning and the quality of municipal programmes; to provide a common basis for approaching economic challenges
with other stakeholders; to improve the scope for evidence-based policy influence with other spheres of government. This has
involved the employment of staff to perform a research and knowledge function, making information on the local economy
available to other stakeholders, the production of reports and the conducting or contracting of specific pieces of research.

A highlight of this was the commission of a major survey involving small and large firms during the 2002/2003 period, which was
sponsored by USAID and the World Bank. This research allowed for the clearer identification of priorities and a more informed
decision making process. Notable in this research was the focus on factors influencing employment trends of formal businesses.
At the same time, a survey of informal business was also undertaken, the first of its kind at this scale in South Africa. This
helped to identify key challenges informal businesses were facing and informed a more targeted response from the municipality.
A better information base has enabled the municipality to produce more focused direction for economic development as
evidenced in the production of the city’'s economic development strategy 2008. However, while some work has been initiated on
skills demand within the local economy, no specific research has been undertaken or reports written on the particular issues
related to employment and unemployment in the economy.

Source: Robbins, 2008.

Organizing the analysis of productive activity wiibllow a certain path, with
particular activities following in sequence. A gpoof organizations will need to come
together, initially informally, to discuss the neduof a long-term planning process for
employment and, with this roughly defined, to decmhat is needed in terms of an
information base. How this will be put togetheténms of the allocation of responsibilities
for collection, processing and storage/access lvdlldecided. Funding for this activity
might come from various local sources or with tesistance of international organizations
(see Box 6.3 above). Relevant information sholrelaay be available from national, and
perhaps also municipal, sources although laboukebaand household surveys and, in
particular, group discussions will need to be earout, in order to obtain the relevant
information.

Box 6.4: South Africa’s State of the Cities Report — the Employment Dimension

Over the past few years, following the lead of UN-HABITAT in producing a global report, a few countries have embarked upon
the production of ‘State of the Cities Reports’ that set out what is happening in terms of urban growth and change. The
production of these is mostly being supported by international and bilateral development agencies and is being especially
promoted by the Cities Alliance; in general, these are greatly improving the information basis for the effective formulation of
urban policies and programmes.

Four dimensions underpinning the activities of the Cities Alliance provide headings for the analyses: productive cities,
sustainable cities, inclusive cities and well-governed cities. Under these headings, and within the framework of the importance
that employment plays in the South African policy context, the team producing the report, in addressing productivity and
inclusion, focused strongly on the role that employment plays in these dimensions. Thus a clear overview of the employment
situation in South African cities, together with a policy framework for addressing serious unemployment and underemployment is
presented. This should provide something of a model for countries just embarking on the production of State of the Cities
Reports.

The 2006 South African State of the Cities Report is available at: www.sacities.net/2006/pdfs/cities 2006.pdf

This approach and method may be appropriate, asdilge, in a medium-to-large
municipality in transition and in middle-income curies, as well as in the North. Smaller
municipalities in poorer countries will not haveetltapacity to do more than basic
information collection and analysis. If simpler thneds of information collection and
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analysis can be launched, these should be usederltliese circumstances interactive data
collection approaches such as Rapid Urban Appramgl be usefully adopted. On the
other hand, municipalities should be able to apgraand obtain resources from central
governments or international development orgaromatito assist in developing and
executing more complete exercises, the issue theg o ensure that municipalities have

the capacity to make effective use of outputs ohsefforts.

Box 6.5: PPDEL - Urban Regional Economic Analysis in Burkina Faso

A programme for local economic development is underway in Burkina Faso, with processes in different towns and cities being
supported by different bilateral donors and involving the Cities Alliance. The programme — entitled Plan Programme du
Développement Economique Local — is the outcome of a region-wide initiative originating in the perennial Sahel droughts of the
1970s and ‘80s and the urgent need to construct more robust local economies. Starting in 1997, the Club de Sahel, working
closely with the World Bank-supported Municipal Development Programme, under the title of ECOLOC, financed a number of
pilot studies of cities and their hinterlands across the region, in order to understand how the sub-regional economies work and to
explore possible lines along which the economies could be strengthened. They then developed a local economic development
(LED) methodology, versions of which have been introduced in the countries of the region and applied within individual urban
regions of which the Burkina Faso is one.

In localizing the programme, it was clear that with emerging decentralization initiatives, LED would need to lead the process.
Local authorities were raising almost no financial means to undertake activities that would need to include infrastructure
development and the capacity to be able to coordinate LED initiatives. Increases in local economic activity would also help local
governments to raise the finance necessary to develop and maintain infrastructure. The methodology starts with some analyses
of the urban regional economy, followed by an extended process of involving a range of local interests in both understanding the
way the economy works and coming together to identify initiatives that might be taken, in order to build on local resources,
capacities and advantages.

Outcomes from the first activities identified and organized are now emerging, indicating that the methodology has great promise
to increase local wealth. The process has not, however, focused specifically on the issue of employment generation, hoping that

this will follow from the general increase in economic activity.

Source: Cahiers Africains sur les Economies Locales, 2007 .

6.5 Employment Generation of Different Investment

Paths.

It has been observed that in recent years, econgroisth has been faster than the
growth in employment and that the traditional ergplent sectors—in particular
manufacturing—have been declining and, above edlucing demand for labour that does
not possess the skills for, or have any accespbs, in the new types of services. The
following sections of this chapter examine possiletes to the substantial expansion of
employment opportunities, which means finding ecoicoand social activities that will
yield productive, decent work. Before we can examnithe various sectors with
employment potential, however, it is necessaryiscu$ss how municipalities can assess
which investments will be more ‘employment richddmence where to lend their support.

While ad hoc methods have occasionally been usdkipast to give an impression
of how many jobs a particular investment will geater these are frequently little more than
conjecture. Here, we describe more sophisticatethads of calculating the employment
impacts of different investments, which can giveisiderably more reliable answers and
which allow the exploration of different investmepaths and the robustness of the
estimates to be assessed. It should be noteddmaeagain at the end of this section) that
these methods have, so far, been used only aati@al and regional level but that where
information is available or collected then these also applicable at the level of the city
and the urban region.

In the first instance, it might seem that almosy arew investment would be
worthwhile in that it could be expected to resalemployment. However, as already noted
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in Chapter Three—where employment-intensive inftestire works were discussed—it is
possible to organize such works in ways that createe employment per unit of

investment and employment for those most in neaeslask and income. It was, however,

noted that it is not simply a question of how maeypple are employed on the building site
but also how many jobs might also be generatedl§ooaproducing the tools, materials

and components needed to carry out the work andhiiber many service jobs are created
to organize the work and satisfy the needs of ttereployed on site and downstream
‘induced employment’.

In short, each directly created job generates vimdicectly in the form of ‘forward
and backward linkages’ through what are termed fiplidr effects’. Once the work is
done, this may also induce permanent employmeetctir if this involves, for instance,
constructing buildings that will house economiciaties, or indirectly through the
improved efficiency of the urban environment oremmic system.

It was also noted that while we can be quite duat some of these jobs will be local,
it is likely that others will be created outside tlwrban region and, these days, probably to a
significant degree abroad. And so, in decidingaguarticular development path and what
sectors to encourage—insofar as employment geaprasi of central concern—it is
necessary at the outset to estimate the wider gmmaliot-generating effects of particular
interventions. In principle, the aim would be nait to assess jobs—or working days—per
unit of money invested but also establish whereettmployment is likely to be and what
quality of employment can be expected, includingratication of the skills that will need
to be developed if the employment is to be captioeally.

Methods for calculating multipliers that involve koserving the needs of those
employed directly in investment in different sestbave been available for many decades.
However, in recent years, modelling methods hawdifprated and are now capable of
throwing light more precisely on issues that arentérest for testing policy reforms such
as Poverty Impact Assessment (PIA) or Poverty anciab Impact Analysis (PSIA) or
Sustainability Impact Assessment (SIA). Methodsaltulating employment generation
impacts have also been substantially developetttade related social impacts variables.

The basic tool for calculating employment impactgpmductive investments is the
‘input-output matrix’. This indicates, in the firplace in money terms, how resources
invested in one sector are distributed to all otbegtors thus showing the forward and
backward linkages throughout the economy. Forams, it will show how much of a
particular investment will go to construction, puasing machines and materials, to
governments and to private consumption. The raigeectors may be disaggregated as
needed. Input-output matrices can be elaboratédl ‘®ocial Accounting Matrices’
(SAMs), which focus not only on production but also income transfers between the
institutions, enterprises, households, governmext the rest of the world. It helps to
illustrate how income is derived from productioningties and how it is distributed to the
various socioeconomic groups in the economy. Asiglysing a SAM typically requires
detailed statistical information on the local ecmyp as well as on government and
household spending (Cities Alliance, 2007).

SAM will only provide information about what hasgmened in the past, reflecting the
existing structure of the economy. A SAM, which da accounting model, is not
appropriate for indicating future conditions whetganges such as technological change
and changes in wages can be expected, which wdidd the outputs of the matrix.
Nevertheless, a SAM can be extended to a fixedepriodel (including agents’ behaviour)
and be used in conjunction with a Computable Geérggailibrium Model (CGE), which
makes the procedure more dynamic. SAM in comtnagor not) with CGE models are
helpful to testex-antethe potential impact of different policy choicas employment and
on specific target groups and can thus help dedim target more effective employment
and broader social policies.
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Such methods are clearly only available with aaiertevel of resources that would
preclude smaller and poorer cities and countrias dhe likely not even to have the basic
national data. Here, more ad hoc methods could likety be used, which can, however,
be of some use as long as local surveys have lwatucted. In any case, it can be seen
how the data gathering exercises called for inpieious section of this chapter need to
include the collection of data relevant to whatdesel of employment impact assessment
is to be carried out. As noted above, so far thmethods have been used only at the
regional and national levels but they do have thiermtial to be adapted to operate at the
level of the city.

On the one hand, proactive local governments withdapacity to process in-depth
information on local economic activity can makeedir use of the output of the surveys
suggested above to make strategic assessmentsctofsseand value chains with high
employment potential. In carrying out analysis gmaviding key data on growth
perspective, the size and actors involved in paeicvalue chains, the business linkages
that exist and the “foundation services” that dreaaly underpinning specific economic
segments of the urban economy (for example trahspod logistical services, or
accounting and auditing), local governments carp hglotential) local and external
investors make better decisions. On the other hamgloyment impact assessments of a
government’s public investment programme or buddeghlighting the employment
potential in specific sectors, such as in the Btftecture sector, can be useful to provide
data on the financial and socio-economic advantafjiesnployment-intensive approaches
in infrastructure investments. Certainly with tlestablishment of a more robust,
participatory local economic development and empieyt focus, this kind of analysis and
impact assessment tools should become an integabfpall investment analysis and local
development activities.

It should be noted that such models will not predprecise results and any results that are
produced should be subjected to sensitivity anglyisi order to ascertain the level of
certainty that can be assumed. It should alsdrbesed that not only the parameters within
the matrices will differ between countries, andrebetween cities, but that the particular
social and economic conditions should be taken @&doount. It was noted above, for
instance, that the informal economy can be moddligdt should be remembered just how
complex this is in terms of workers’ working flektbin more than one part-time job and
so on. We would stress, as an essential mesdagemportance of exercises aimed at
assessing employment-generation impacts of fuhwesiments and the lines that the kinds
of local economic planning discussed below migtghatio pursue. However, the limits of
accuracy and certitude of outputs of these modedirgrcises should be assessed and
acknowledged for the particular situations in whilshy are used and appropriate methods
adopted.

6.6 Approachesto Employment Generation

In earlier chapters of this Report, we discussedome depth the main approaches
that local authorities in many cities are curremdliging in efforts to increase employment.
This falls under three headings. Firstly, locatthauties—often through economic
development offices—are ‘marketing’ their citiep, order to attract inward investment.
Often this is inadequately critical of the negatsarial and even economic impacts that
such investments can have, and insensitive to fiea timited employment-generation at
relatively high cost to the municipality. This sgvertheless a strategy which some local
authorities are able to use with some successtiaciihg employment and tax income,
which can be used for general urban developmeatEs& 4.1).

Secondly, as discussed in detail in Chapter THosa| authorities can, and in some
cases do, focus their attention on maximizing egipknt generation in the use of their
own financial resources. This is particularly imjaot in the case of infrastructure
investments, which are often the largest part cdllauthority development budgets.
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The third area where local authorities are focudimgir efforts, as discussed in
Chapter Four, is to help start and support small micro-enterprises and in general to
encourage a more entrepreneurial local societys iSthrelevant insofar as it addressatea
facto situation where almost everywhere employment han feagmenting into small
enterprises and people working on their own. Mipaicinitiatives and BDS, which, in
most countries is supported by national governmeants often also international
development organizations, fulfill a necessary taskelping small enterprises to become
more efficient and effective in their activitieso Tincrease the effectiveness of BDS,
simultaneous efforts should be made by local aittestto adjust their laws and regulations
with a view to lowering the costs and increasing bienefits for people to formalize their
enterprises. In addition, promising enterprise tgwaent initiatives have focused on value
chains, or “Making Markets Work for the Poor”, intening to identify and remedy market
weaknesses.

Before indicating numbers of other initiatives tHatal authorities might take in
cooperation with other local stakeholders to geeeesnployment, we need to ask some
guestions as to what principles and goals beyoady&meral idea of ‘creating employment’
might be aimed for. Here is a short list:

Cities everywhere already have citizens with skillel economic activities that they use
well and for which they already have markets. Tdeserally indicates their comparative
advantage, and an immediate effort can be appliednaximize that advantage by
improving on the products and the marketing of ¢he¥his is frequently based on what
are referred to as ‘clusters’ which have a longonsin cities around the world, where
information and skills development are shared betwenterprises working in the same
geographic and product area so leading to imprgveducts and more extended markets.
While this is a clear way to support and develaml@conomies, single industry clusters
should not be allowed to dominate the local econaminere in a globalizing world
competition, industrial restructuring and technataf change can lead to sudden price
collapses and even to the wiping out of whole itriess in a few short years thus leaving
large numbers of workers jobless.

Cities everywhere—and patrticularly their hinterlanebften produce and immediately
export primary commodities without any—or with nmivdal—processing. The finished
goods made from these materials are then re-inghéotéhe city and both the value added
and the employment embodied in the processing amdufacturing is lost to the city.
Initiatives can, however, usefully be focused omving up the value chain’. This means
carrying out the processing of locally-producedmany commodities, producing semi-
finished goods or even moving into final manufactgy for local use, as well as for
export. Classically, this involves food processiiaged on local agriculture but can also
involve, for instance, artisanal manufacturing eusehold goods and even fabric and
garments using locally-grown crops or other raw.(building) materials.

Local production can be more oriented to produdingctly to satisfy local needs. Efforts
in local economic development (LED initiatives) aoften oriented strongly, if not
entirely, towards finding and developing produais éxport markets nationally or even
internationally within the framework of what is eefed to as ‘Economic Base Analysis’
that assumes that the motor of local developmeritsiexport sector. However, this
ignores the nature of local poverty, which mearmgifey access to quite basic goods and
services, including food, building materials andh@ie household goods that can be
produced perfectly well within the urban regionsenenthese are needed. To say that the
poor lack ‘effective demand’ is to dismiss the phifites of connecting local (sub-
regional) production with the fulfillment of loc@lirban) needs more effectively and, in the
process, creating local employment that gener&iesncome necessary to buy the local
products. This does not only concern materials gowbs but also the improvement of
local services, which are often provided, if af by the informal economy through what in
Chapter Four was called the ‘social economy’ buictvtalso includes functions that we
might more accurately refer to as welfare.

85



6.7 The
Sectors

Following on from the previous consideration, ipiagag to generate local employment,
local authorities and those working with them sdowalso consider ‘recolonizing’
manufacturing that has, as discussed earlier, degmdling in terms of employment as a
conseqguence of centralization and the mechaniZatitsmation of production. Much of
what is being imported or produced in mechanized automated factories might be
produced locally in labour-intensive ways. Thisuldbomean orienting the LED initiative
of the city more towards questioning local consuamppatterns (preference for imported
goods, often succumbing to the temptations gergkdayehigh-pressure advertising) and
working on the introduction of ‘appropriate techogiks’ that are less productive in the
conventional sense of the word but which do prowdekers with the opportunity to
develop skills they can be proud of and have cbmver what the machines and tools
actually produce.

Assess the overall labour outcome of planned publestments in terms of direct,
indirect and induced employment, not only to assless short-term effects, but also to
assess the longer-term impact on growth and it¢rilwlisional effects. As many
infrastructure projects in low and medium-incomer@oes are co-financed by IFI, these
institutions should make all efforts to allow farder labour content in infrastructure
development which could lead to more job creatgmeater ownership, and can rapidly
boost local economies.

Finally, in recent years, we have seen a tendemdgke inadequate consideration of the
environmental impacts of our living habits and prwduction, in developed countries and
perhaps even more so in developing countries. Thanuand peri-urban landscapes have
suffered from inadequate waste management and fofnaevelopment that have been
damaging to the local ecology, as well as beingtefalkof resources. Development of
this kind is unsustainable and steps will haveddaken in the coming years to change the
way in which we (ab)use these resources; if thisoisdone through wise planning then
this will be forced on us because the environmélitcease to supply us with its benefits.
This change in approach to development will gereeatployment in both the public and
the private sectors; this is currently being disedsunder the heading of ‘green jobs’ and
the planning processes discussed below should amaititese problems and develop an
attitude conducive to creating work in improvingvieanmental practice and a more
parsimonious use of resources.

Employment Creation Potential of Selected

We will now look right across the local and subioegl economy to try to identify a
range of actions that could be taken as a cohemgbach to moulding the local economy
to generate what the ILO refers to as “full anddaetive employment and decent work for
all” and, in the process, producing the Good Cit¢entral to this are two concepts
presented in the foregoing chapter, namely prowisg the city and (re)inserting the
socially excluded. The discussion is presenteithiiee parts, focusing respectively on the
three economic sectors: primary, covering agricalt@and basic material resources;
secondary, ranging from basic processing up to faatwre of finished products; and
tertiary, providing services that organize the picitve processes, social interaction and
leisure and entertainment.

The Primary Sector

Back through history, almost all cities obtaine@ thulk of their food from their
immediate hinterland. Things were already changmgseurope a century ago—and
especially in the United Kingdom—where the citiesrgvincreasingly fed with grain and,
from the late 19 century, with frozen meat from the Americas aneé thntipodes.
Building materials—the bulkiest of materials segvithe needs of cities—were also
predominantly from urban sub-regions. We havedadittle further back in Europe to a
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time when energy resources were predominantly fileensub-region because, already a
century ago, European cities were increasingly ddurelled by coal. Elsewhere, the

decline in the local supply of food, building masés and energy is far more recent and
poorer cities are often still dependent to a suitistladegree for all primary produce from a

relatively confined sub-region. The precipitatelde in agricultural employment has been
associated closely with the departure of locallgvgr food, with urban hinterlands now

being farmed industrially and usually exporting tpeoduce across the country or

internationally.

Labour-intensively, locally produced building maas and materials used in
producing urban infrastructure—particularly roadsd atransport infrastructures—have
progressively been replaced by energy-intensively eentrally produced cement, steel,
aluminium, plastic and other highly processed nter Indeed, it has been established
that the production of these materials on a glsgbale has become a significant generator
of greenhouse gases and is, therefore, questiomatdens of sustainability and the loss of
employment.

Energy resources that once came from local biomass-n most African cities still
do—come today in the richer countries, and incregigialso in developing countries, from
fossil fuels. Again, this involves a significamisk of local employment and is also very
dangerous from the point of view of the non-rendiitgiof the resource in the relatively
short-term and the way in which these produce dreese gases.

Some 15 years ago, there was an initial recognitiodevelopment organizations that
there was some restructuring of sub-regional aljuiiin progress in terms of local supply
and a significant emergence of ‘urban agricultur€his is now being studied intensively
(ETC, 2003) and it has been noted that althoughe#tent and form of urban agriculture
varies greatly between locations, it has now becanggnificant factor in local food
production and income generation/employment in g Varge number of cities. It is
relatively well-known that many households in Afiiccities—between a third and a half—
produce agricultural products; some of this istf@ir own consumption but much is also
for sale. It is certainly less known, however tthalf of the populations of St Petersburg
and Moscow are engaged in producing some of their fImod and that 10 percent of the
area of the largest city in the world, Tokyo, igldated to food production (Millstone and
Lang, 2008: 19).

Relatively few local authorities have recognized $iignificance of urban agriculture
in the local economy as source of food, and payntdf other materials, or as a source of
income and employment. Those that have done s@& Rametimes implemented
programmes to make use of vacant land in cities @othote peri-urban agriculture to
these ends. This is a subject that should bectittgaconsiderably more attention in the
framework of LED and employment. It was noted adige in the previous chapter that
urban agriculture, far from being a continuationfafming on the part of rural-urban
migrants, is predominantly an activity of well-ddtshed urban citizens, both poor and
middle class. Local governments and their felloperators in the field of local
development would do well to engage with relevarstiiutions such as the Ministry of
Agriculture and NGOs active in the field, as wedl with those already active on the
ground, in order to develop a coherent, employnmgensive strategy for the sector.

Box 6.6: Urban Farming in Cuba and Venezuela

With the collapse of Communism in the Soviet Union, Cuba, which had hitherto received energy and other resources from
the Soviet Union, was thrown back on its own resources. Because of a shortage of agrochemicals, food production declined and
the country was on the verge of famine, although the crisis was initially contained through the efficient distribution of what food
there was. Experiments had already been made in intensive organic vegetable farming, including hydroponics, to satisfy urban
food needs and the new situation drove this on to become a major mass movement. Among the initiative which this inspired was
a proliferation of urban farms to produce the food no longer available from imports. Production was organic by necessity, due to
lack of agrichemicals. The government soon recognized the value of what was happening and turned to a comprehensive
programme of support. The Ministry of Agriculture led the process but finding and appropriating land and rooftops to farm, as
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well as the development of local innovations, was undertaken at the sub-municipal level by designated coordinators. By 2005,
50 percent of Cuba’s vegetables were being produced through urban and peri-urban organic farming and in Havana this
proportion even hit 90 percent.

Having seen, during a visit to Havana, just how successful this turned out, 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. Subsidized by the government
and with the operators organized into cooperatives, these gardens provide a significant amount of employment for the hitherto
poor and unemployed, with a focused recruitment of unemployed youth in informal settlements.

Sources:  Koont (2009) and Feeding Ourselves: Organic Urban Gardens in Caracas, Venezuela
http://towardfreedom.com/home/content/view/869/

Materials used in constructing urban buildings arfcastructure, particularly bricks,
are still being produced within urban sub-regiofisrany cities, often causing serious
damage to the local environment. Addressing tipgeblems and bringing the building
professions and industry into the discussion couldmany urban regions, return a
significant amount of the materials needed to baidd maintain the city back to labour-
intensive local production that will also start d@ercome the problems of the energy-
intensity of current trends in building material®guction. The building sector (including
housing) and building materials industry have imggenpotential to create more
employment, through the use of local materialsalldechnologies and local small-scale
enterprises. For example, research in South Aficdhe CIDB revealed that a masonry
house may generate 3.5 times more employment thagaivalent precast concrete house
(at approximately the same cost).

The choice of technology not only influences empient parameters, it also
determines who will benefit from this employmenha@sing appropriate technologies and
(traditional) local building materials provide impant employment opportunities to
unskilled or semi-skilled people.

Small-scale, relatively labour-intensive buildingterials manufacturing technologies
are generally associated with larger multipliereefé than large-scale, capital-intensive
technologies because they tend to use locally nagtwied tools and machinery and are
marketed and transported by small-scale enterpridesproduction in small units close to
markets creates local employment while also redutremsport costs.

The supply of energy resources to cities will beedntreasingly problematic in the
coming years with the decline in petroleum and,nstwereafter, other fossil fuels; the
reduction in the use of these might even be prothafthin the framework of greenhouse
gas mitigation programmes. Local authorities drabé working with them should already
be developing coherent strategies to mount crasigrammes, in order to reduce the
demand for these and to replace them with renewsdilieces. These programmes will
involve both technological interventions that vikk again discussed in the following sub-
section—insulating buildings, installing solar wateneaters, building combined
heat/cooling and power systems, measures to dimthe demand for motorized transport
and promote public transport systems—and a reneeethnd for biofuels. The increase
in biofuel production could generate environmenpabblems and certainly escalate
competition for the land needed for food productma other agro-products. This will be
an important area of negotiation among stakeholise@ved with the local authorities to
achieve an optimal use of peri-urban land and apl@ment-intensive system of local
energy production and supply.

Finally, insofar as efforts are being made to seurertain manufactured products
more locally, consideration should also be giveadorcing the raw materials locally. This
could include timber, material for making utenslsd for making textiles (cotton, flax,
hemp). Again there will be competition for land pooduce these but they should,
nevertheless, enter into the strategic planningg®® for the local production of primary
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materials and the system in terms of the applinatib machines and labour that will be
preferred.

Manufacturing

Much of today’s world produces more than is requite satisfy our strictly defined
basic needs, or even a modestly comfortable existenin the previous chapter, a
suggestion was made that our worldi&rproductive, delivering goods readymade when
they could be made with more personal care andtaite and also managing to do this
with fewer and fewer people employed to do it. cOfirse this is also perverse in that it still
fails to produce sufficient amounts of what is rexbtb satisfy the modest requirements of
much of the world’s population. What an employmstnategy could aim to achieve is to
bring back much local manufacturing to produce,afibrdable prices, all the basic
materials and products needed for a modest exstenall and to extend employment, in
order to ensure that this is produced; the incaima this employment will be sufficient to
afford such a modest but comfortable life.

In the above discussion of data to be collectedag pointed out that information on
consumption patterns should be included. Thissisally collected in household surveys
and could be usefully augmented through focus grdiggussions. Usual categories
include numbers of households possessing televisits, telephones, vehicles, washing
machines and so on, which clearly cannot be pratlircevery city, although the assembly
of these has become widely distributed in recemtrs/eThe aim here would be to find
answers to questions about what is being consumedrms of satisfying ‘modest needs,’
and the extent to which these are not being sadisfi Many unrequited needs could,
however, be satisfied by the extension of existowal industries or otherwise by what is
referred to above as the ‘recolonization’ of prdduc sub-sectors, with the dual aim of
balancing the economy and achieving high leveldecknt work.

This might be considered to be a goal of the LEftsgy of cities but how to go
about this should clearly be formulated from wheites start, in terms of present
industrial structure, and the skills and capacitésthe workforce, both manual and
organizational. The five bullet points of the abmub-section proposed the principles of
moving up the value chain, which means building edisting production capacities,
producing to satisfy unmet local needs requiredaforodest life and also recolonizing local
production.

Of course in many cities, particularly the smatiaes in poorer countries, the absence
today of even basic production—and hence the stdllproduce—because of increasing
reliance on cheap imports has reached extremesleviaid yet, in smaller, poorer cities it
might actually be easier to move along this patlergtthe planning process is not faced
with major interests in the local economy who may see this strategy as being in their
interests and have the power to dilute or even umide it. The issue here, as discussed in
the following section, will be to design and execthe decision-making process in a way
that as many win-win situations as possible aresgmed, and that a consensus can be
reached on a way forward that can be seen as beitlg general interest of citizens but
does have a pay-off for those who are gaining filoencurrently less than satisfactory local
production system.

It is difficult a priori to identify which sub-sectors should receive ditenand at
what stage. However, from the foregoing discuss#iomould seem that food processing
would be an early candidate, using locally producegtedients to produce foods that
satisfy local traditional—or new—tastes. A secaatly candidate would be building
materials. A third would be household goods andoarth would be to start the re-
colonization of the textile and apparel industtieat still exist in very many cities. In a few
cities this could be integrated into—and in otharsnnected with—the massive
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international production and marketing machine. ti@nother hand, the local authority will
have its own priorities in terms of its need fortemals and components for infrastructure
development; priority might also be given to thedbproduction of energy—and possibly
other environmental—technologies in the framewdrgro-active energy policy initiatives.
Indeed, right from the start, the issue of techgpland skills development should be part
of all the initiatives and, as discussed furthelolwe the kinds of enterprises that will
undertake these activities will have to be ideatifand the challenge of how they will be
capitalized will need to be addressed.

Box 6.7: Jordan’s Social Productivity Programme: Integrated Pilot Projects in Food Processing

The first Iraq war led to many thousands of Jordanians who had been working in the country to return to Jordan. This
precipitated a dual crisis of loss of remittances and a large addition to the ranks of the unemployed and as a result, the
IMF and World Bank were asked for their assistance. The World Bank helped with the Social Productivity Programme
(SPP), consisting of various components including restructuring the social security system, improving local infrastructure,
training various actors and providing small grants. In addition, it was decided to finance five integrated pilot projects in
different parts of the country.

These were administered by NGOs, which started by bringing together a range of stakeholders in the selected
neighbourhoods, in order to discuss what kind of initiatives they might undertake that would promise to generate
employment on a sustainable basis. In all cases the decision was to found an enterprise as a cooperative, within the
framework of a new national law on cooperatives. The question in all cases was: How do we build on current local
economic activity and, at the same time, serve local markets, which are seen as local populations and, in two cases,
tourist markets? The choice in most cases fell upon food processing, ranging from dairy products to a meals service and,
in one case, the rehabilitation of a local irrigation system. The goal was to show that local efforts can lead to self-
sustaining enterprises that serve local needs; moreover, the programme was subsequently extended to a much larger
number of neighbourhoods under the government-funded Enhanced Productivity Programme (EPP).

Source: GTZ, 2004.

It is necessary, at this point, to emphasize tloblpmatic of appropriate technology.
As discussed in several places in this Report,didine in manufacturing employment
everywhere has largely resulted from the introdurctiof increasingly sophisticated
machines. It is important for the workers to regeontrol of the work process through the
recolonization of manufacturing. More labour-irgee manufacturing does not mean
abandoning machines but rather selecting or deweogechnologies that give workers
control over what they produce in a way that carfubiling as work without being too
arduous or monotonous and all the time maintairingasonable level of productivity
(Cooley, 1978; Willoughby, 1990). The developmehappropriate technologies for each
of the subsectors generated in, and promoted bypldm will be an essential correlate to
investment in enterprises, in order to producéase fields

The Service Sector

As discussed above, the service sector has, inakemajority of cities in both the
developed and developing world, become the domipenttider of employment. Much of
what is done by way of earning an income in thist@emight, however, be called into
guestion in terms of its social usefulness, whethdhe form of real estate and banking
services in richer countries or informal streetliimg in developing countries. In the end,
the effect is the same in the sense of the sesgctors performing a redistribution role
while certainly some of these services are vitath® wellbeing of the citizenry and the
achievement of the Good City. However, in deveigptountries, much, if not most, of
service employment cannot be regarded as being pdwile desire or deserve but is, in
fact, all they can do to earn some kind of incomhwhich to survive in a globalised
world run on the basis of money. An important apgrpoint worth noting is that if more
employment were to be provided in the primary aedoadary sectors, the pressure on
citizens to find anything to earn an income coudd lessened with, at the same time,
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‘tightening labour markets’ in the service sectmttwill lead to upward pressure on wages
and salaries and hence higher incomes all round.

Indeed, initiatives to rethink and reorient thedlbeconomy as a whole, and what
people are employed in to earn their living, is doewider and deeper discussion that
necessarily opens up when it comes to the isssergice provision. This might well start
from determining what would better serve citizenséds by way of services and consider
how these might be improved in the sense of earbigtter incomes, providing better
security and working conditions, and to be moredpotive, in the ordinary sense of the
word, and also of a better quality. All of these,ain fact, closely connected. The
overcrowding of sub-sectors in the informal econdndgay leads to workers being under-
employed as there is too great an offer of serviceshe size of the markets. Clearly, if
workers in the informal economy cannot earn enailngly cannot accumulate the capital
(assets) necessary to improve the quality of teiceethey provide or the conditions in
which they work.

Very few local authorities have a positive concapidf what is happening at the level
of the informal service economy. Street hair-astteraders, snack sellers, bicycle
repairers, etc., informal transport operators amdterpickers in the streets and at dump
sites; in most cities these are at best tolerateldignored, sometimes harassed or, through
‘urban improvements,” are simply pushed aside. At many of these services are
socially useful, indeed vital, not only in termstbé poor serving the needs of the poor but
also in providing cheap services to the formal ecoyn Hence, these should be supported
by local authorities as legitimate activities comimg often a significant, even substantial,
component of the local economy. We can see a tdftis where, in contrast to many
cities in which street traders find themselvesteakily cleared from streets, a few local
authorities are working with the traders and pringdiocations for them to market their
wares (the most famous and successful historyi®htiving been Singapore).

Waste recycling systems are elaborate in termsrgdnization and although waste
pickers are generally becoming more self-aware seiffassertive through organization
(Medina, 2007), there are still relatively few lbeaithorities that have a positive view of
their activity. The integration of waste pickerga the waste management system as a
whole would achieve greater efficiency in termsotgse recovery and the elimination of
the poor working conditions—where waste is pred@mily recovered at dump sites—by
moving the recovery process upstream as housetseh@covery, even buying waste (see
Box 4.6). Local transport is also a significant reeu of work ranging from driving
pedicabs, through jitneys and taxis to minibuses@&o and Golub, 2007). This works
more or less poorly to a point of crisis in manyiesi through pollution and traffic
congestion and is, therefore, in urgent need aimatization.

Unfortunately, in all these cases, improvementswiorking conditions and the
efficiency and ambience of the city are more likaly reduce rather than create
employment, and it is elsewhere in the service oseeds well as the primary and
secondary sectors discussed above—that most new gbbuld be sought. Where
‘rationalization’ is undertaken, local authoritiaged to have a positive attitude towards
those already operating in the sectors in quesiimh ensure that they are, as far as is
reasonable, incorporated into the (re)arrangements.

In most cities in poorer countries, education arehlth services provide little
employment and a poor service that even the paurataafford. Indeed, a range of social
support services, including child-minding and tharec of the aged and disabled, are
generally underprovided or not provided at all.

Certainly, if the resources were there to train pag more workers in these areas,

with an eye towards relevant curriculum developmémeir work could be expected to
improve the lives of poorer citizens. There aredhingredients to this:
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= A conscioushess among the population that these&ssrare needed and that it might be
expected that society provide these.

» Local authorities and, in parallel, civil societsganizations, orient themselves to this
demand and find ways of providing them or helpimg titizenry to organize them on their
own behalf.

= Establish relevant institutional structures to suppnd develop these services.

In South Africa, a social sector component wasuidetl in Expanded Public Works
Programme (EPWP), focusing on two areas: (1) Hoom@@unity-Based care for people
with HIV/Aids or TB (HCBC) and (2) Early Childhoo®evelopment (ECD) notably
creches. In the Community Work Programme (CWP), roanities are tasked with
identifying and prioritising ‘useful work’. The deftion is broad; the work must create
public goods or services, and/or improve the gyalitlife at local level. The work has to
be at sufficient scale to absorb a target minimdirh,@00 per site, and it also has to have a
labour intensity ratio of at least 65%. The CWRIg an employment safety net as it offers
2 days of regular work per week to those who néed an ongoing programme at local
level. (ILO, 2010)

The provision of many of these services is seeth@gesponsibility of governments
and although in low-income countries these haveend&een very adequate—and have
often been further frustrated by structural adj@sthpolicies—governments do continue to
play a role. However, traditional community antigieus organizations also used to, and
sometimes continue to, provide some of these sEsvic

Even in some lower middle income countries, theergdtion of the citizenry is
strongly towards obtaining these services—partitplan education—and they are
prepared to spend significant amounts of meagemies to obtain them, so leading to the
proliferation of private providers of these sergicdVleanwhile, increasing discussion at the
national and international level on local developtis focusing on ways and means to
construct community-based welfare services and lagthorities need to become attuned
to these proposals and initiatives as they couitth, thie assistance of local authorities—Iless
in providing finance than facilitating self-orgaation—become significant employment
sectors in the ‘social economy’.

As discussed in the preceding chapter, life iresiis not only about work but also
about places where people should be able to eijmgl This means that the city should
have entertainment and cultural offerings availdbteall. For some this is employment
and while local authorities in Europe have comestipport a wide range of cultural
manifestations that employ significant numbersdaveloping countries, local authorities
should be developing a similar focus. This dodsnegessarily mean large investments in
heavyweight museums, galleries and opera housesahunean no more than encouraging
independent manifestations for which the populatiand tourists—are prepared to pay
and which can bring life to the city simply as ad@lace to be.

6.8 Improving Productivity and Working Conditions i n
the Informal Economy

It was noted earlier that few local authorities mdequate attention to the local
informal economy, the poor conditions suffered lgsie working in the informal economy
and the fact that almost everywhere this is whieeemajority of the workforce is forced to
work, largely as a consequence of the lack of fbremaployment. Local authorities, in
developing a policy framework for local economidamployment planning, need to have
a two-pronged approach to addressing these problBmesfirst is to ensure that priority is
given to developing the kinds of local economiti@tives outlined above that will improve
conditions for those currently working in the infaal economy and ideally contribute to
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formalizing hitherto informal work, i.e. improvingecurity and the access of informal
workers to diverse services from which they weevmusly excluded.

Secondly, even before formal work conditions cangbaerated for those working
informally, the local government should focus sfiecittention on the informal economy,
mapping out initiatives that can be taken for déf@ categories of informal workers—
focusing particularly on the most disadvantaged-+thdl alleviate their circumstances.
Measures might include: the adoption of a regutationcerning specific local government
policy towards the informal economy and specifigulations relating to particular groups;
the provision of basic ‘life training’; the stegsat might be taken to facilitate the extension
of social protection; the removal of barriers tonfialization and access to services, finance
and other benefits; the encouragement of informadkers to form associations and for
employers’ associations and local branches of tradens to assist in this and to
collaborate with them; proactive mechanisms to ielate discrimination but also to assist
families to find alternatives to child labour. Eily, local authorities should ensure that the
interests of those working in the informal econoarng adequately represented in the
planning process outlined in the following section.

Improving the skills of informal economy workers key to their ability to access
gainful jobs, improve productivity and income. Y&irmal training systems have proven
inadequate to reach out to and to meet the needsfofmal economy workers.
Community-based programmes and projects are parfiling this gap. The ILO has
developed a specific methodology — Training for &ldEconomic Empowerment (TREE) -
that is applied in several countries. The methagiplemphasizes the identification of
potential wage and self-employment opportunitiesl d@imeir training and non-training
requirements before organizing and providing trajrénd post-training support services to
poor and/or disadvantaged individuals in commusitieuch opportunities are assessed in
the context of communal development plans and nugkeof both formal and non-formal
training offerings that are available in the lotta$ (ILO, 2007).

6.9 Integrating Women and Youth

Poor living conditions in slums, the lack of watsanitation and electricity, pollution
and precarious housing, affect women more than méwmen also bear the burden of
raising children under the most appalling condgioin UN-Habitat'sThe State of the
World’s Cities(2004), all of the standard indicators — povertgsahealthcare, education,
participation in the labour force and participatiarthe political process — reveal the extent
to which urban women are worse off now than theyevteo decades ago.

In urban areas as in informal settlements, up tpé&Ocent of households are headed
by women, who typically rank among the poorer segsef the population. High levels of
unemployment, unstable sources of income and tkdopninance of low-paying jobs
characterize women'’s situation in the labour maikehany cities (UN-Habitatt, 2004).

Working women in all age groups depend on the médreconomy more heavily than
men. However, the number of working women and teeonomic contributions are likely
to be underestimated because they engage in hoseelbaork and street vending,
activities which are the most difficult to documéhOften, they choose income-earning
options that are compatible with childcare and dstineesponsibilities. Many women thus
perform their economic role from inside or near tloeise, processing food, selling items,

51 Women in Informal Employment Globalizing and Organizieg, Isttp://www.wiego.org
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etc. Even within the informal economy, women teéadbe concentrated in lower-return
segments than men.

The disproportionate concentration of women in limfal employment results in a
gender gap in earnings and in the benefits andgtion afforded by work (Chen, 2004).
While there is no simple relationship between wagkin the informal economy and being
poor, the link, especially in the lowest-returnigties, is stronger for women than for men.
Improved access to formal employment would clebdip urban women and women slum
dwellers in particular to improve their own anditHamilies’ living conditions. Therefore,
a gendered approach to employment generationestefély a pro-poor approach. (Chen,

2004)

Box 6.8 Gender aspects of infrastructure works: enhancing women’s participation and benefits

Having the primary responsibility for childcare and domestic work, women spend more time (than men) in and around
the home. Therefore, local infrastructure (drainage, flood control, water wells, proper sanitation, schools and health
clinics ...) is of particular importance to women and their children. It is crucial that women’s voices be heard when
planning and prioritising local infrastructure works. The returns of a gender focus can be high in terms of project
performance, improved maintenance, household well-being and women’s empowerment.

Given the opportunity, many women are interested in the remunerated job opportunities offered by infrastructure
works, to meet financial obligations in the household, improve their income or ensure their family’s subsistence.
Experiences demonstrate that deliberate efforts to encourage women's participation can have considerable success,
to the extent that women have sometimes been found to outnumber men amongst the construction workers hired.

Furthermore, special efforts should be made to develop women’s capacities and skills to take on more technical and/or
supervisory functions, enabling them to move beyond the unskilled labour status. Many projects report that women
respond very well to training opportunities, and that training has allowed them to take on more challenging
(supervisory) and better paid functions, achieve higher levels of self-confidence and pride, and in some cases to

establish their own construction enterprises and become sub-contractors for maintenance and construction works.

The unemployment of young people is a pressing @oinand social issue in both
developed and developing countries alike. As mucB5aper cent of the world’s youth live
in developing countries, and in many economiesngqaeople are more than three times as
likely as adults to be out of work.

This situation has broader consequences: youth lvalve limited job prospects and
are frustrated about their future are more at dtKalling into personally and socially
destructive activities. In turn this deters invesitnand undermines efforts to start a process
of local economic development. The reverse is talsa

“Decent work for young people unlashes multipldfects throughout the economy
and society, boosting investment and consumer dgraad ensuring more stable and
cohesive societal ties across generations...” (Réigmiuconcerning youth employment,
International Labour Conference, 2005).

The Youth Employment Network (YEN) High-Level Panelcommends youth
policies and action based on four principles, the fES”:

- Employability: invest in education and vocational training young people, and

improve the impact of those investments;
- Equal opportunities: give young women the same opportunities as yooeig,
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- Entrepreneurship: make it easier to start and run enterprisesdaige more and
better jobs for young women and men,;
- Employment creation: place employment creation at the centre of (nja@conomic

policy.

Often, child labour exists alongside youth unempient. Where children are at work
rather in school, the labour supply of young pe@uaes unutilized or underutilized. Many
young people above the minimum working age andvbdl® years do not have a smooth
transition from school to work. With inadequate esx to education, training and
apprenticeship matched to local labour market neddlese young people become
vulnerable to the worst forms of child labour. &cff, child labour exacerbates the problem
of youth employment. Dropping out of school at anlyeage leaves children less prepared
to find productive jobs later in life and increages risk of falling into a poverty trap
consequently becoming unable to provide livelinotatstheir families and education for
their children.

City governments are on the "front lines" in thdtleato create and protect jobs for
youth. In planning for urban development, it wolde useful for local authorities to be
aware of the policy options available to them fasrpoting youth employment as well as
good practices nationally and internationallfhere is increased awareness that
productive employment and decent work for youngpteoequires a coherent approach
that articulates supportive policies centered om basic elements: on the one hand, an
integrated strategy for growth and job-creation,amdthe other, targeted interventions
to help young people overcome the specific barrserd disadvantages they face in
entering and remaining in the labour mark&te Guide for the Preparation of National
Action Plans on Youth EmploymerftLO, 2008), while developed for national
governments, can also be used by city governmenidentify policies and plan action in

Box 6.9: Checklist of main policy areas relevant to youth employment

Economic and social
policies o promate
equitsbie growth and

Fiscal policy, monetary policy and exchange rate
Trade policy
Financial policy

| 010

,_
bd

gﬁgﬁe AR [ Investment policy and infrastructure
[ Sectoral policies (e.g. agriculture, industry, services)
[1 Social policies {e.g. health, housing)
Education and tmining | [ Literacy and basic education
[ Higher education
(] Initial vocational education and training; including work

EXpEfEnce
[ Werkplace and lifelong learning

Enterprise develbpment | [ Enabling business environment

[] Micro, small and medium-sized enterprise
development, including cooperatives

[ Self-employment and youth entrepreneurship,
including micro-credit

ALIND3 ANY ADNIIDI443

Lsbour kgisiation and
labour market policies

Labour legislation

] Wage policy
?fﬂ;rfgmnm?eg [ Active LMPs {e.g. employment services, labour market
5 information, public works, employment subsidies)
[ Passive LMPs (2. unemployment and social

assistance benefits)

Source: Guide for the preparation of National Action Plans on Youth Employment (ILO, 2008),




favour of youth employment. For an example, seetigeklist below:

6.10 Local Development Planning with Employment
Generation at its Centre

We have discussed at sufficient length the mangskiof initiative that are, or could
be, undertaken in city regions to generate prodeaimployment and decent work for all,
and we now present proposals for the organizatidhese initiatives. This chapter opened
with a discussion of the way in which the developtmef such initiatives should be a
participatory affair, initiated and coordinated logal authorities but with responsibilities
for developing different initiatives allocated ataken up by different stakeholder groups
and local institutions.

It will have been noted that most of these initiesi are supported, and even initiated,
by external development agencies and although support may be elicited relatively
easily, what is being called for here is long-terdmcally-owned commitment. City
Development Strategies (CDSs), which would be ebgoed¢o be supportive of more
coherent employment-generation strategies, have mmsn produced in over 100 cities
worldwide, many of which have triggered more coherapproaches of municipalities
towards their own self-development. In additiossistance has been given by many
international development agencies for one-off gty or in promoting particular kinds of
initiative such as the establishment of Local Egoimo Development Agencies
(LEDAS)(ILO, 2000) that are similar and relatedtbe kind of strategic planning process
outlined here.

Earlier in this chapter, we proposed proceduresnitiating a participatory activity to
determine an overall vision, and related SWOT amslyn order to provide the basic motor
of a local planning process aimed at attaining héglels of decent employment to satisfy
the needs of all who are seeking work. We thetfinaat a participatory procedure for
establishing an appropriate information base. Heeemove to the next stage, presenting a
procedure to establish a participatory planningcess capable of determining what
initiatives can feasibly be undertaken locally dadilitating the process of bringing these
into being.

The visioning and SWOT exercises should already Hmeught together stakeholder
groups and interests who will become actively imedl in the employment planning
process to follow. We can expect the city autiesito play an important coordinating
role, and an early decision should be taken onwhg in which peri-urban, local and
regional authorities should be involved from thetsett Encouragement of the
formalization of relations between key stakeholdesups into a legal entity could then
follow. Participating organizations will includeemployer’s organizations such as
chambers of commerce, industry and banking; tradens; representatives of sectors of
the informal economy and home-workers; relevant -g@avernment/civil society
organizations, particularly those representing waseterests; academic institutions; and
perhaps others as determined through the asseimgapgercise discussed above.

Local authorities everywhere have various planmeggponsibilities, including budget
planning and land use planning and often also lec@ironmental planning and maybe
other dimensions. There is usually a lack of co@tibn between these legal procedures
that have to be followed but, at the same time,many countries a fatal lack of
effectiveness in implementation as a consequencéh@fwidespread ‘informality’ of
development means that this is inherently beyond tontrol of governments.
Nevertheless, any initiative aimed at local ecommiand employment planning should
strive to coordinate directly with and, if possiblategrate with the existing planning
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processes such as participatory budgeting, a Gitye@pment Strategy process or Local
Agenda 21.

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, thallgovernment will play a coordinatory
role but decision-making structures should incladeide range of actors who can then take
on responsibility for various parts of strategy iempentation.

The planning process could be steered by an Ecandbevelopment and
Employment Forum (EDEF) that could initially be hdc (task force) to progressively
become permanent according to staff resourcesaimibnd sustained funding as well as
commitment for the initiative. In any case, it wibddenefit from local ordinances defining
its legal structure and remit. Its main objectivesuld be to develop and sustain an
employment-focused local development process bguweaging local production for local
use and consumption, providing support to the dagreént of procurement rules that
generate more development, promote advertising oohlly-produced products, and
orienting the decision—making process towards loesburce-based, employment-intensive
investments and supporting structures in favourdoctl enterprises and the informal
economy. It should also help to orient data calbecon employment trends, and make sure
resulting initiatives address the needs of the paaod women and youth in particular.
Clearly, if a Local Economic Development (LED) pess is underway, it could be
transformed with new dimensions to its remit.

The planning process might actually take placeiwitime or other of the participating
organizations—the local authority or an ‘Urban Qlatory’ or instituté® or a university—
or the EDEF could gain an independent secretaritht it8 own professional staff or staff
seconded from member organizations. Two types lahnpng initiative should be
organized: short-term action plans aimed at sjgeaiftions that can show, over a short
time period, the efficacy of such planning; longiestrategic plans that indicate how
interventions will be developed in various sectansl the means to be used to implement
the plans. In all cases, plans should be madediogaoto participatory methods which, by
now, have become common practice in planning (He&606). Essentially, this means
that all elements of the citizenry who will be afied by planned initiatives should be
involved in working up the plans and in plan impéartation.

The structures and procedures outlined here aa¢ively complex and will require
coherent and effective action on the part of thaliton of forces and interests and
especially local authorities. Compromises may éeessary as a consequence of the lack
of financial or human resources. This may resulthie lead being taken by an effective
local NGO or the business community or a univerdigpartment. Such a compromise
might be effective in starting the process of plagrand action but local authorities and
other key actors should always be mindful of préwmgnthe initiative from being hijacked
by a particular set of interests for their own msgs. The strategic goal of a rounded local
economic development that generates decent empiayiiareall who want to work should
remain in the forefront and as the initiative depsl, new steps should always be oriented
towards bringing this goal closer.

®2 Suych institutions already exist in many Latin Aioan cities.
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Box 6.10 Inclusive economic restructuring: the case 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 appointment 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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6.11 Legislative and Regulatory Framework to Promot e
Local Employment

Matters dealt with in this Report clearly touch @mwide range of existing legislation
and regulatory functions that vary considerablyweein countries. Here, we will only
point to strategic issues and note, in generat,Itital authorities mounting new initiatives
of the kinds discussed in this Report will, at eastbp, need to consider the legal
implications of what is being proposed and easeweforward sometimes by superseding
existing—and sometimes adding new—Ilegislation ardinances. Regulatory functions
will also need to evolve.

What may be immediately apparent with some of Wizt been discussed earlier in
this Chapter is that although it is in line withethinternational trend towards
decentralization and democratization, it runs ceuttd the international policy framework



favouring open markets and free trade. The kiridisitiatives spelled out in terms of local
procurement and rebuilding local production impl&seltering local enterprise against
aggressive advertising by highly capitalized exaeenterprises and open competition and
promotion of local enterprise and labdtirTherefore, the feasibility of these proposals
depends for an important part on national polieied international agreements (WTO or
regional agreements) as regards government proeateamd the protection of domestic
enterprises.

Getting down to the detail, we would first remirehders of two areas pertaining to
legislation and regulation that have been discussadier in this Report. The first,
discussed in Chapter Three, concerns local goverhprecurement. Here, the call is for
local authorities to formulate contract conditioms their purchases and particularly in
infrastructure construction and housing (upgradiimgays that will maximize the use of
local materials and labour. The case of SouthcAfwas discussed, where a strong national
policy is in place to assist local governments tocpre goods and services in ways that
maximize the services of local small and micro-gorises, the use of local labour and
labour-intensive methods on construction contréRSA, no date). This could become a
model for other countries and local authorities hivig to emulate this will need to
negotiate with national governments—probably througheir local government
associations—to facilitate this.

The second area of regulation, discussed in Ch&jotier, concerns the registration of
businesses where the general aim is to streanfimeitocess, in order to encourage the
formation of formal businesses. This is a policgttis gaining widespread support and is
to be encouraged. There are a number of additameals in which local authorities would
be expected to develop local legislation and omtiea and initiate new regulatory
functions that follow from the proposals and sugiges made earlier in this chapter. Here
are the main considerations:

Local legislation and ordinances will be necessarygrder to initiate and undertake the
participatory planning processes envisaged. Thheald facilitate, and provide a formal
status to, the LEDA or whatever institutional agaments are decided upon, should these
be outside the existing institutional framework.eTplanning process, once determined,
will also require a local ordinance giving thisoairhal status. It is unlikely that this will be
able to happen unless the decentralization prosdeseadvanced sufficiently to empower
local authorities to create such planning processmed so, in all likelihood, local
authorities will need to involve national governrseim facilitating local authorities to
plan in this way.

The orientation of the local economic developmeawntcess towards the ‘re-colonization’
of the manufacturing sector implies the need foasnees to shelter local enterprise and
provide a facilitatory basis for local economic dmpment and employment generation
that prima facie contradict free market principles. If the EDEFt@asgo beyond simply
being imaginative and encouraging would-be entregues to move into businesses
oriented to satisfy local markets, it will be nesay to implement proactive mechanisms.
These might include intervention in advertisinggtomote local products at the expense of
imports or it might orient the local financial intere and taxation system to favour local
producers who are producing for local needs, owa-lacal companies. The EDEF
should discuss this with the local authority, iderto develop relevant local regulations.
Local authorities, perhaps acting through their itipal associations, will then need to

>3 The WTO does have an agreement on governmentneroent which covers market access.
However, this is a plurilateral agreement, whickaneeWTO members are free to join or not join.
Hardly any developing country has joined this agreet.
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negotiate with the national government to promwgattional legislation aimed at
facilitating the implementation of these policies.

= Local authorities should then help to develop tasidfor a richer social economy through
local legislation and regulation to provide an @derfacilitatory umbrella and/or be
oriented towards specific areas of activity.

= As discussed in Chapter Three, national governrhaata number of important roles to
play in promoting local job creation. Support vii# needed to make headway, with some
of the initiatives being proposed earlier in thispRrt, including the facilitation of local
governments to be more proactive in local econodewelopment and employment
promotion and, more contentiously, to develop amglément protection measures for
local enterprises, which are producing to satisfyal needs. Local governments might
collaborate in approaching national governments thie end and it is strongly
recommended that in countries where there are desiloped municipal associations
these be brought into play to negotiate on behathe municipalities wishing to start a
more assertive local development process orieotgdrds employment creation.

= There is a clear danger in what is being discubseel of an escalation of what earlier was
referred to as the ‘rule paradox’. Legislation aadulation can very often be used as a
tool for corruption of various kinds, including tipeotection and promotion of powerful
local interests at the expense of those who aneosagl to benefit and providing situations
open to extortion (illegal payment for permissicemid so on. The policies and proposals
being suggested here will need to be accompaniecbbgerted efforts to achieve good
governance. The participatory processes propageflist one mechanism to give a voice
to those who are being subjected to corruption,thisdwould need to be accompanied by
transparency in all initiatives resulting from thegislative and regulatory framework
being proposed here.

6.12 Financing Local Employment Planning Initiative s

In discussing the financing of the kinds of initias outlined earlier in this chapter, it
IS necessary to distinguish two things and thenescomponents within these. On the one
hand, the planning process needs to be fundedth®nother, the change in direction and
the new productive enterprises need to be capthlizA third issue, however, is how to
finance an expanded social economy.

In principle, it would be expected that local gaveent be responsible for the local
development planning process. Indeed, local aitit®reverywhere do sometimes carry
out planning activities under this heading, to metnning the use of that part of their
budget that is used for development purposes, asseg to ongoing operating costs.
Above, we have referred to a new initiative in lopganning under the title of local
development planning, meaning local economic plagnihiut extending to other initiatives
relevant to the central aim of generating decentlepment and ultimately achieving the
Good City. Simply referring to this as a planniacfivity would seem to imply that it
would be the responsibility of the municipalityftoance this.

The first reaction might be to recall that localtrerities already have more than
enough activities that need to be funded and cantiwdrefore, take on more
responsibilities. In Chapter Two, it was notedttlia all too many countries, the
decentralization of functions has not been adetuétiowed by the decentralization of
finance, which means that even if municipalitiee egceiving more funds, these are not
adequate to cover the additional functions thay tre expected to perform. Nevertheless,
local authorities should take on a more concerbedllplanning responsibility and should
be conscious of this as a policy priority. Furthere, the planning initiative outlined
above is aimed at addressing what is increasinglyses for local authorities in the lack of
employment and the consequences of this discusgbe previous chapter.
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However, there is a further argument, which is thatkind of participatory planning
proposed would also mean that the financing of ghecess would be shared by the
participants. Thus some of the finance would cimieind, in the form of seconded staff
and facilities such as educational establishmeats/ing out surveys and processing the
data. Local businesses should also be expectadsist with finance, perhaps through a
small levy. It is important to note that the plamgprocess itself is not expensive, the
major concern being the serious commitment of thdigs to the planning process that
should be seen as being in their interest for ldeaklopment and the improvement of the
social and economic health of their city.

The financing of the initiatives emerging from thlanning process might be expected
to come from conventional sources. Until last yesome optimism might have been
justified in thinking that finance could easily bmund for new commercial investments,
even those carrying a relatively high risk. Todagwever, the prospects for productive
investment are looking bleaker and are expectedotdinue to be so for some time to
come. Nevertheless, conventional sources of fmamit continue to function and the
planning process should include developing the agpdo attract finance for plan
implementation in the form of productive enterpsissnd cooperatives that will provide
work.

Until recently, little consideration had been givem the growing importance to
individual families of remittances received frommity members living and working
oversees. Although remittances have been flowiag fthe rich to the poor countries for
many decades, more recently these have grown iny ntauntries to become an
important—and not entirely unproblematic (GhosH)&e—partially hidden source of local
income and wealtff. Of course this always had some value as a soofcecal
development insofar as it was spent on improvingsing conditions and even when spent
on consumption of locally produced goods and oalleervices. In the last few years, this
has entered the consciousness of the internatmmmmunity, including in particular the
World Bank and IFAD and, in some countries, théamatl policy process. Proliferating
initiatives are appearing where migrants and diespare themselves clubbing together to
generate pools of resources for community developroack home. Meanwhile, some
national governments are creating funds or isshongls aimed specifically at migrants for
use in national development projects. Local autiiesrcould equally consider where there
are significant numbers of local people workingrseas to create similar facilities to assist
in financing local development.

Box 6.11: Remittances and Development — The Philippines Case

In 2007, the total amount of remittances sent by Filipinos overseas to families/relatives at home, as recorded by the Bangko
Sentral ng Pilipinas (BSP), was US$14.4 billion. The enormity of the amount has been noted in surveys on globalization and
prompted one observer to remark on “remittances being the only bright spot in the Philippines right now”. Collective remittances
from diaspora organizations for community development have been intensifying. ‘Hometown associations’ have increasingly
promoted community development in their home countries, providing investments for local infrastructure development.

In the Philippines, the work of the Ayala Foundation USA Initiatives aims to “create opportunities that facilitate meaningful
contributions of Filipino migrants in the United States to the Philippine social development initiatives” and exemplifies this
emerging model of interaction between groups of Filipino migrants in a particular ‘host’ country and their ‘homeland’. Meanwhile,
diaspora business and investment shows that the economic and social capital of diaspora groups can be tapped for the benefit of
their homeland.

* There is a rapidly growing literature on remittascand development and two web sites that

provide an ongoing flow of information: www.remittances.eu  and
www.ifad.org/events/remittances/index.htm
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Overseas networks can widen market access of Filipino firms and SMEs exporting certain products and services. Diaspora-
based investment instruments are also an emerging form of diaspora-homeland connection. Israel pioneered the harnessing of
diaspora capital from 1951 to engage their Jewish diaspora, while India started to adopt it in 1991. By 2007, sovereign diaspora
bonds issued by both countries reached $35 to $40 billion. In 2007, offers of diaspora bonds were initiated to overseas Filipino
workers (OFWSs) in Hong Kong through the state-owned Land Bank of the Philippines, with assistance from the HSBC. This is
leading the government to consider issuing OFW bonds in 2009 to OFWs in other countries such as those in the Middle East
where many more Filipinos are located.

Finally, knowledge transfer/exchange is another form of diaspora-homeland connection. It has been noted that the diaspora
could also give in the form of non-material flows of knowledge, skills, connections, attitudes and values. In particular, knowledge
transfer addresses the loss of skills and knowledge experienced by many developing countries as a result of the increasing
immigration of highly skilled people. In the Philippines, the Transfer of Knowledge through Expatriate Professionals, the Balik
Scientist programme and the Science and Technology Advisory Council are some of the programmes being implemented to
engage highly skilled Filipinos living abroad in their homeland’s development.

Source: Siar, 2008.

As a further important source of finance, it idhoped that Municipal Development
Funds that have been spreading and consolidatithgavitinue to make finance available
to local authorities for infrastructure developmamid these should be explored for the
availability of financial resources for related tiaiives coming out of the planning
process—such as energy conservation and renewadrgyetechnologies—for which local
authorities could take a shared or perhaps evergjarmesponsibility. The planning
process should also, in a more general way, explatte the municipality how the latter
might use the local system of taxation, insofathey have legal control to do so, to favour
initiatives emerging from the planning processmptovide subsidies or bank guarantees
for this purpose.

On the other hand, conventional banks will continaebe sources of finance for
private enterprises and should be encouraged hyevaf their being party to the proposed
planning process with a certain commitment to imgpealize plan outputs. Micro-finance
institutions have, in recent years, become welkttgyed in most transition and developing
countries and can be expected to provide financesriwall businesses that the planning
process and municipalities will encourage and stppm start and grow in particular
sectors. Forms of ‘social finance’ should alsadmped and even helped to develop; these
can range from community savings and credit cirdle®ugh to savings and credit
initiatives and institutions such as credit uni@msl other forms of cooperative banks and
even local currency initiatives.

International assistance, including the IFls ardt®ial development agencies, may be
sought to assist specifically in developing thesarfcing mechanisms.

6.13 Orientation, Education and Training to create
decent Employment for all who wish to Work

So far in this document there has been little foonghe crucial issue of orienting
thinking and then education and training to builk tkind of economic and social
structuring processes that have been developedighrohis document. First of all,
orientation and training will be necessary for logathority personnel and the leaders and
policy makers and professionals who will implemérg new planning and development
processes outlined above. Encouragement shoudfivba to latent talent, local assets in
the broadest sense, to people with technologiaké skd potential financiers to accept and
participate in the process.

However, at the other extreme local authoritiesukhtake responsibility for assisting

the most disadvantaged—including new rural-urbagramts and those who, for whatever
reason, are entirely lacking in education—to gaisiblife skills in the urban context. This
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is sometimes referred to as ‘non-formal educatiand includes basic literacy and
numeracy education, as well as skills in making afsthe facilities of the city including
getting by in the informal economy.

In Chapter Four, there was discussion of trainingritrepreneurship and then passing
reference in Chapter Five to the issue of skillgye note the importance that the
development agencies attach to the notion—origigain the early years of development
policy and Schumpeterian economics—that developimasits motor in an ethos of saving
and investment and the emergence of an ‘entrepri@helass’.

This strong emphasis on entrepreneurship and igogaistic orientation easily
forgets, in its extreme focus on ‘mechanism, wik@telopment is supposed to achieve by
way of output. In particular, the human and sodiatensions of economic development
embodied in the creation and application of progactkills and decent work tend rather to
be ignored. Thuprima faciewe see the present results of economic developmeeatms
of their negative social outcomes (growing unemplegt and underemployment and
spreading poverty and insecurity including violgnaedicating that this orientation—
without necessarily being entirely discarded—neaedse balanced with a more human and
socially-oriented set of development mechanisms.

Box 6.12: 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 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, recycling and urban agriculture. The whole initiative is seen as an essential social learning
process in alternative local economic development.

Just as an entrepreneurial orientation prioritindsat education and training is
required—namely competitiveness and how to runsaness—so an orientation towards a
more rounded human and social development sholjdtdiestablish a complementary set
of educational and training priorities that wilktdt in a more successful human and social
development. We already mentioned tinahe current recession there has been an increase
in the numbers of cooperatives being formed, aegt tand to last longer than other types
of businessCooperatives could therefore play an importarg iolan employment strategy

based on local resources and local markets.

Box 6.13: The Japanese Consumer Cooperative Movement

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,’
organize 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—are participating in the ‘Teikei’ system of purchasing fresh food from
peri-urban organic agricultural cooperatives. But products available from the cooperatives cover most of the everyday household
goods.
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Training from this perspective would need to ingtgrthe principles of cooperative
local economic development already occurring inosth but with a strong focus on the
main institutional actors.

This does not obviate the need for the kind ofnirej carried out by Business
Development Service providers—who should contirauérdin in such aspects as product
and business development, packaging and markethogupts and entrepreneurship
training—although greater emphasis might be putthan initiation and organization of
cooperatives rather than only micro-enterprisesoreMimportant is to establish a strong
link between the local development planning proeessBDS. A major weakness of BDS
as currently organized is that it is largely leftihe entrepreneurs to decide what businesses
to start with little or no knowledge—individually i the system—of what is more or less
likely to work. Often there are unsupported pregad that certain kinds of activities are
‘growth industries’ and so more likely to provideese for successful businesses.

The aim here is for the planning process to helignbrchoices for would-be
cooperatives and entrepreneurs to choose theirolifmisiness and for there to be more
coordinated support that might include the provisib ‘incubator’ space and equipment to
launch the enterprises. This might be expectedherone hand, to provide more security
and hopefully also a higher survival rate at theségime as developing the industries that
satisfy the principles of the plan to ‘re-colonizaroductive areas for export but, more
importantly, to improve on the satisfaction of Ibnaeds, above all amongst the poor.

There is a widespread realization of the need, si#ah adjunct to local economic
development, for relevant technical and vocatidrahing and most countries possess such
institutions. In many countries these are welleleped generally as national systems—
many supported and, even founded, with the assistahthe ILO or other international
development institutions—training in technical amanagerial skills and in some cases
matching universities in teaching more strategidlsslsuch as languages. In poorer
countries and cities an attempt is often made a#t I train in such basic skills as food
processing and preparation, garment making anshiimj, the use of computers and so on,
in the hope that someone will employ the trainees.

As with BDS services, an underlying assumptiorhindevelopment of courses is that
the trends in industries and skills in the emergingnomy are known and so these are the
lines for which training is provided; at worst,itriag is provided for skills that are relevant
to yesterday rather than today. One significanprowement, while maintaining basic
courses, is for the training institutions to deyekkills in discussion with, and working
closely with, entrepreneurs, in order to matchlskib known and evident openings in
industry and beyond and for the central governntentink the development of skill
training in particular fields to the policies fargmoting particular industries.

Box 6.14: Linking education and training to economic development strategies

Box 5.1 discussed the problem of ‘skills mismatch’ that is being experienced in many developing countries and is leading to the
anomaly of high rates of vacancies amongst formal businesses coinciding with high rates of unemployment and growing informal
economies. Countries or cities that do not have a concrete long-term strategic policy on how they wish to develop and then
pursue this consistently, even if realizing the importance of education and training, are reduced to providing this for some general
notion of development that risks producing a workforce inappropriate to industries that do, indeed, develop the country. On the
other hand, having a clear development strategy without a compatible educational and training programme will also inhibit
development.

We can see the spectacular development of consumer electronics by industries in Japan; Republic of Korea; Taiwan, China; and
Singapore. These are all strongly supported by targeted education and training programmes that have been put in place well
before the economic boom that resulted from the development of these industries. Indeed, we might say that these programmes
were a partial foundation of the success of these industries (Chang, 2007; Yoo, 2008, 2). By contrast, Malaysia, which had
similar development ambitions but failed to underpin these with adequate investment in targeted education and training, found
itself relying on the offshoring of other Asian countries and, by the late 1990s, with a severe skills shortage relative to the strategy
it was trying to pursue (Yoo, 2008).
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Clearly, the local development planning procestiramd above will call for particular
new skills. This will mean developing trainingpgooduce these skills. Again, this will not
mean the abandonment of foundation courses in gerskills needed for different
categories of employment but rather less emphasisaining for hoped-for opportunities
and more for opportunities that should open upudhothe implementation of the plan.
Emphasis was placed above on the need to devatbpdimgies appropriate for the kinds
of productive activities promoted by the plan. ®oqities in transition and developing
countries will already have technical colleges tmaty be the same as, or separate from,
vocational training colleges. In any case, attlea® college should be given the task of
investigating whether technologies appropriatettiersectors to be developed already exist
or need to be invented and developed. This caulidself, provide employment, as would
the construction of the tools and machines for galthe new enterprises that would use
these to produce the intended products.
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Conclusion

Hopes of generating employment at the local levelehgenerally involved two
approaches. On the one hand local authorities hanght to attract FDI and other forms
of investment originating from outside the munititya Firms offering jobs under such
investments tend to be small in number and pregsisince governed by market forces not
controlled locally. Today, with the spreading ecmim depression, the hopes of finding
enterprises that are interested in making new invests are reduced.

The main approach that has been taken to combaindigent decline in formal
employment on the part of the development agerassbeen to help establish at the local
level means to assist those with entrepreneuridiitaoms to start new businesses or, in the
case of small businesses already running, to a#isesh to grow. Although small
businesses certainly are a substantial source pfogment everywhere, the promotion of
small businesses has not proved to be a partigidadcessful way to confront the long-
term decline in employment.

In short, a new direction is urgently needed to loahthe grave employment crisis.
This requires a fundamental rethinking of the wahich 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 incong: experience the benefit of social
integration and the psychological satisfaction ofppseful work. The strong connection
between poverty and joblessness has been negliectédo long and a new approach to
social and economic development with employmentergion at its centre is urgently
needed as the way out of poverty and towards thiewament of liveable cities.

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

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

= to shape the regulatory framework at the localllevéoster job creation. Many local
ordinances and regulations regarding zoning, bgldimd tendering, business start-ups,
street vending, recruitment, etc. are directlyngiriectly shaped by local government
units;

= to direct investment resources towards forms ahstfucture 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 mdEvices to community-based
organizations and small businesses and micro-argespwhich were initiated in the
informal economy;

= to harness the above areas in order to improveuptivity and working conditions in the
informal economy.

In addition to the above, there is new interestiiect job creation through public
employment programmes and even employment guargnbgeammes. Such programmes
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can be a key element of stimulus packages putdoephas a result of financial crises, and
municipalities can have a potential role to play glanning and implementing such
programmes®

The menu of policy options presented here, to bk ipto practice, should be
integrated into the framework documents which hdseen adopted by municipal
governments and other Cities Alliance partners,elgnCity Development Strategies and
Slum Upgrading Strategies. It is proposed thatehagial guidelines be tested in some
municipalities, and the actual impact of such CODSSUS on job creation be evaluated
once these strategy documents have been fundddthpteinented.

*5 For more information, see ILO-ITC Training CoumsePublic Employment Programmes; and
www.economistsforfullemployment.org
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