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Preface

The primary goal of the ILO is to contribute, witlember States, to achieve full and
productive employment and decent work for all, iiiéshg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalizatign 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 socrahgra to reach this goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiamsl elaborations of this integrated
approach and related challenges are containednuanger of key documents: in those
explaining the concept of decent wdrkn the Employment Policy Convention, 1964
(No. 122), in the Global Employment Agenda andapplied to crisis response, in the
Global Jobs Pact adopted by the 2009 ILC in ther@ath of the 2008 global economic
crisis.

The Employment Sector is fully engaged in suppgrtiauntries placing employment
at the centre of their economic and social poliaising these complementary frameworks,
and is doing so through a large range of techisepport 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 elemeitiseoGlobal Employment Agenda and
the Decent Work Agenda. The Sector’'s publicationmsist of books, monographs,
working papers, employment reports and policy bfief

The Employment Working Papesgries 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 enceuexghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.
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José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

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

2 See http://www.ilo.org/public/libdoc/ilo/2010/110B_108_engl.pdf

® See the successive Reports of the Director-Gengrathe International Labour Conference:
Decent worl(1999);Reducing the decent work deficit: A global challe(@p01);Working out of poverty
(2003).

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






Foreword

The Employment Policy Convention, 1964 (No. 12Zates a basic obligation on
ratifying States to make an explicit formal pronoament of their employment policy. The
Convention requires this employment policy to bsifponed as a major goal within the
national agenda and provides that “representatif’éise persons affected by the measures
to be taken, and in particular representativesygileyers and workers, shall be consulted
concerning employment policies, with a view to takfully into account their experience
and views and securing their full co-operationdmulating and enlisting support for such
policies.” The Convention states that the scopguch consultations should not be limited
to employment policy measures in a narrow senseshould extend to all aspects of
economic policy that affect employment. The sopattners should therefore be consulted
both on labour market or skills training programnagswell as on framing more general
economic policies that have a bearing on emploympesmotion. The consultations should
also be used as a mechanism to enlist the suppotiheo persons affected for the
implementation of the policy which is eventuallyoated. It does not, however, create an
obligation for such policies to be negotiated uatilunanimous agreement is reached.
Finally, this provision provides for a broad pagatory approach to consultations, in that
it does not limit consultations to the social part) but refers to representatives of the
persons affected by the employment measures. Tigultations should thus include the
views of other sectors of the economically actiepyation, such as those working in the
rural sector and the informal economy while balagdhe need for inclusiveness with the
obvious imperative of representivity.

Today, countries in all regions and at differentele of development formulate
national employment policies that express theiitipal will to promote full, productive
and freely chosen employment. Experience has shibvah a piecemeal approach to
employment promotion does not work, and that a sy step is to integrate
employment goals and targets in national developrframeworks, economic policies,
and sectoral strategies. This needs to be suppbytadulti-component and coordinated
employment policies that are adapted to local d@mrdi and contexts, and negotiated by
tripartite constituents. Experience also shows $ustained and concerted action, broad-
based participation, and social dialogue faciligtgkeholder buy-in. The challenges in the
way of a truly inclusive policy-making process areamerous and need to be better
understood if they are to be overcome. Learninghfrational experiences, this research
project attempts to document both the challengdsadrat works in which context. It also
seeks to define what “real” participation in polieaking means in specific country
environments and how to achieve it.

It is hoped that this working paper will facilitasemore inclusive and participatory
approach to employment policy-making in the cowststudied and elsewhere. This would
greatly contribute to the development and implerigon of employment policies having
stakeholder ownership and, as a result, a grelaterce of success.

Azita Berar Awad
Director
Employment Policy Department
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Introduction

Full, productive and freely chosen employment cad should be a central goal of
economic and social policies that promote equity eeduce poverty. Decent work is an
engine of growth and development by contributingthe enhancement of productive
capacities, improved competitiveness and higheswmption. And indeed, the promotion of
full, productive and freely chosen employment hasrbrecognized as an important means to
achieve the UN Millennium Development Goals (MDQ$)has also been recognized that
decent employment does not automatically resuthfewonomic growth and that poor and
vulnerable groups do not automatically benefit frgpod economic performance. The recent
global economic and financial crisis has shown heerkers remain vulnerable and has
clearly brought out the structural employment isstigat conducted to the crisis in the first
place. A decreasing share of wages in total incamsnsumption-led model alimented by
personal credit in a context of weakening globahded, profits not being re-invested and
instead a rising share of profits emanating frowbgl finance are all elements that bring
back to the fore the need to put employment andeweasf the center of development
strategies. This calls for comprehensive, wellglesil and effectively implemented national
employment policies within the context of the largdevelopment policy, through
consultative processes involving all the stakelrslde

The complexity of the employment challenges thatntdes face — lack of jobs, poor
quality of available jobs, persistent informal @gaments, inequalities, etc. - requires
multidimensional responses that cut across varpmliy spheres. This in turn calls for
integrated policy objectives across these varialgy spheres, addressing both macro and
micro dimensions, both labour demand and supplyfastiring both the quantity and the
quality of employment. However, in many countrieployment policies are still limited to
supply side interventions delivered by the Minigtegponsible for labour. Efforts to develop
comprehensive national employment policies are ed#droad employment objectives and
targets are to be integrated into overall develaogrframeworks. How to achieve this? It is
not simply an issue of getting a well-written stagst included in a National Development
Framework. It goes well beyond, to the dynamicduericing policy choices and budget
allocations. A national employment policy embodiexd simply regulative rules, but also
constitutive rules, which address questions abdwt itvexists, what purpose it aims to serve,
what roles its actors are expected to play andrsoTbese issues fall into the sphere of
political economy. Unlike the economics or the lafxemployment promotion, the political
economy of employment has not been studied andrstotel enough, particularly in
developing countries.

To document this issue and kick off a discussibe, Employment Policy Department
of the ILO has undertaken to study employment patiaking processes in four countries:
Indonesia, Moldova, Nicaragua and Uganda. These ¢ountries have gone through a
process of employment policy formulation betwee@®8nd 2010 and have either adopted a
National Employment Policy or have integrated emplent objectives in their National
Development Framework. What are the challenges? Wbiks and what does not? What is
“real participation™ to validate a document orhlie involved in all phases of the process?
How to achieve this objective?

This paper attempts to answer these questionslitdes an overview chapter and four
country-specific studies. The main objectives @&f ¢buntry studies include:

17



1. To analyze and assess the countries’ employmefarpence during the period 2004-10
within the broader development and economic stieseg

2. To understand the political economy landscape & tountries so that future
employment related work can focus on key actorspgadesses;

3. To collect and collate information and analyse fthif®rmation to delineate the main
groups of stakeholders and their respective radeseall as the consultative processes and
mechanisms in the countries;

4. To draw lessons that can help in taking targeteidrzs: by governments, social partners
and other stakeholders in the countries to improegnestic buy-in for national
employment policies and, as a result, the sustdityatf these policies.

The country case studies start with an introductiothe economic context and recent
employment performance in the country. This prosidegeneral context and background to
understand better the subsequent analysis. Théestthien focus on employment policy-
making processes and the participation of varidalkeholders in these processes. The four
country studies are based on stakeholders’ int@sviendertaken during 2-week country
visits and on thorough reviews of the literature @olicy documents of the four countries.
Lists with references and people interviewed aaeqd at the end of each country study.

Useful comparisons between countries can be madeciass-country lessons can be
drawn from the four country studies. The overviehamter thus attempts to present key
points from the country studies and to identify simailarities as well as differences between
these country experiences. It first comparativebvigws the economic and social
environment and the employment situations of the émuntries. It then presents the various
development frameworks and employment policy documend objectives of the four
countries and analyses the roles of key stakelwlded functioning of consultative
mechanisms in arriving at these policies and tihgilementation. Finally, the chapter draws
the main conclusions and recommendations emanatingthe four country studies.

Every effort has been made to present the moshtreekevant data, but in some cases
such data is not yet available. The data usedrfmssecountry comparisons is mostly from
international sources that are in the public dom&lowever, the country studies also
provide data from national sources.

18



Chapter I. Overview

A national employment policy (NEP) is an operatiath@cument that refers to a set of
multidimensional interventions adopted on the batia common agreement reached by all
interested parties. It is pursued by a governmeiddress clearly identified challenges and
opportunities and achieve specific quantitative godlitative employment objectives. It
includes a course of action, selected from amorigrraltives and in light of given
conditions. Broad-based participation and socialogdjue are a necessary condition for
formulating a NEP as a broad range of actors islired in the policy space: social partners,
civil society organisations, the media, intelletsughink tanks or policy research institutes,
corporations, lobbyists, etc. This broad partidigat process should not be about
consultations for the sake of consultations. Th® lhdvocates for an integrated and
comprehensive approach to employment policies floichvit is crucial to think about the
adequate institutional framework to successfullyplement those policies and avoid that
they remain limited to traditional employment praggmes. It is this conception of
comprehensive national employment policies thatosas new thinking about the issues of
the inclusive policy-making processes and of eiffeatoordination mechanisms.

A national employment policy is not a series ofimad activities or projects
implemented by the ministry in charge of employmeAnh employment policy provides an
overall vision spanning at least 3 or 4 years,ding on a comprehensive analysis of the
country’s employment situation and a broad discussif the options available to create
decent employment. An employment policy cannotrdfuge, be implemented by the
ministry in charge of employment alone. It is tlesponsibility of a diverse set of actors,
from the key employment-generating line ministi@docal governments and workers’ and
employers’ organisations. The ministry in chargemiployment plays a central coordination
role, advocates for the promotion of decent empkyinand ensures the good functioning of
the labour market. This broad conception of NERxleémplies a new role for Ministries in
charge of employment as well as for other actors.

Making the process of employment policy-making manelusive and ensuring
coordination mechanisms are in place are therefareial if comprehensive policies are to
be adopted and implemented. What are the chall@ngémst works and what does not? How
to achieve this objective? The results of in-degdhntry studies provide some answers to
those questions.

The four countries included in this research piojeéndonesia, Moldova, Nicaragua
and Uganda — share some similarities in their ipalit economic and social situation,
employment performance as well as their employrpefity-making processes. However, it
is also clear that each country has its own unimpréext and over-simplified comparisons
across countries should be avoided. At the same, texamining the similarities and
differences as have come out in the country stuthasbe quite instructive. This can help in
learning from the experience of each other, toebathderstand the underlying factors and
facilitate further actions and interventions by tpelicy-makers as well as by their
development partners. Therefore, the main objestfehis overview are the following:

* To summarise the main features of the four coumntrielated to their economic
background, employment performance and employmeicypmaking processes,
including main stakeholders and consultative meisias

* To identify the main differences and similaritienang the four countries, particularly
related to employment policy-making processes; and
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1. Summary background to economic outlook and main

e To draw lessons that can assist stakeholders im eaantry, including policy-makers
and development partners, in taking appropriati@eto improve the inclusiveness of
employment policy-making processes to ensure Ibogtin and ownership, which is
critical for the success of employment policy asimportant instrument of overall
development policy.

The information and analysis in this overview haeen taken from the country studies
where full references to the sources have beerdady

features

The four countries belong to four different contite Asia, Europe, Latin America and
Sub-Saharan Africa. Three of the countries — IndanéMoldova and Nicaragua — are lower
middle income countries, whereas one — Uganda a l@mwver income country. Table 1.1
presents some relevant economic data for the fawmtdes and table 1.2 provides
information regarding sectoral contribution to groslomestic product (GDP) and
employment over time.

Information in tables 1.1 and 1.2 points to sevar@resting features. First, except for
Nicaragua, all countries have registered high rafegal GDP per capita growth in the last
five years, with Indonesia leading the others iis tlespect. However, there are still wide
differences in the nominal GDP per capita acrosmt@s, which range from US$509 in
Uganda to US$2,946 in Indonesia. Second, povemydespread with at least 1 in 5 persons
living below the national poverty line in all couies except Indonesia. The situation is
particularly severe in Uganda and Nicaragua witta28 43 per cent of the population living
below national poverty lines respectively. Simiarh very high percentage of the non-
agricultural labour force in these two countriegmsployed in the informal economy — 68.5
per cent in Uganda and 66 per cent in Nicaragua.

Table 1.1: Main economic indicators

GDP per Per capita Average Poverty Poverty Population Persons in
capita GDP growth | annual per headcount headcount living in rural | informal
(current (annual %, capita GDP ratio at ratio at $1.25 | areas (% of employment
Us$, 2010) 2010) growth (%, national aday (PPP) population, % of
2005-2010) | poverty line | (% of 2010) (% of non-
(% of population, agncl:ultural
population, | 2010) 2311% oyment,
2010) )
Indonesia 2945.6 5.0 4.6 13.3 18.1 46.3 n.a.
Moldova 1630.7 7.1 4.2 21.9 0.4 58.8 15.9*
Nicaragua 11318 6.1 24 42.5* 5.5* 42.7 65.7*
Uganda 508.9 1.9 4.3 24.5* 377 86.7 68.5
*2009

Source: World Bank (World Development Indiicators), ILO (Statistical update on employment in the informal economy), IMF
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Table 1.2: GDP and employment sectoral distribution over time (%)

Primary sector Secondary sector Tertiary sector

GDP Employment GDP Employment GDP Employment

1990 12008 1990 2008 1990 2008 1990 12008 1990 2008 1990 2008

Indonesia | 19.4 14.5 55.9 40.3 391 481 137 18.8 415 37.5 30.2 40.8
Moldova 36.1 10.7 33.8 311 36.7 14.3 29.0 19.7 271.2 75.0 33.9 49.2
Nicaragua | 22.1** 120.2 39.3 29.5*  |2712™ 293 12.9 20.2*  |50.7* [50.5 38.2 49.8
Uganda 56.6 22.7 n.a. 65.6° [11.1 274 n.a. 6.0° 32.4 49.9 n.a. 28.4°

*2007; **1994; °2009
Source: World Bank (World Development Indicators), ILO (Key Indicators of the Labour Market)

Third, while at least 4 in 10 persons continueite In rural areas in all four countries,
the primary sector contributes less than a quasteGDP. This share has decreased
dramatically in Uganda (from 56.6 to 22.7) and imlbva (from 36.1 to 10.7) between
1990 and 2008. The share of agriculture in GDP dlas decreased in Indonesia and
Nicaragua over the same period though more maigindbwever, in all four countries,
employment in the primary sector represents at leas third of total employment. This
points to the low productivity of this sector armhde linked to the high levels of poverty
and informality. Fourth, the share of services IDRGhas substantially increased in Moldova
(from 27.2 to 75) and in Uganda (from 32.4 to 4%8jween 1990 and 2008, whereas it
decreased in Indonesia and remained stable in &joar As a result, in all countries except
Indonesia, services are now the largest contribttolGDP and the main provider of
employment in Moldova and Nicaragua. Fifth, thershaf industry in GDP has decreased
substantially in Moldova and has increased in ttierothree countries between 1990 and
2008. Industry now contributes to about a quarfeGDP in Nicaragua and Uganda, but
almost half in Indonesia and employs about a fiftithe employed population, except in
Uganda where the employment share of industrynig lesv at 6 per cent in 2009.

As is clear from the above, all four countries conf the challenge of poverty. The
structure of their economy and their employmentiagibn, however, differ in important
ways. Uganda is still predominantly rural, Moldoaad Nicaragua are moving quickly into
services, while Indonesia has a highly segmentédula market with low productivity
agriculture and services and capital-intensive siiles. Their policy responses need,
therefore, to be calibrated to respond to theseifspeonditions in respective countries, and
employment policies have to be designed taking &tmount the specific circumstances. No
“one-size-fits-all” approach will work.

2. Employment: performance and related developments

This section takes a brief look at the employmesrfggmance in the four countries.
Table 1.3 looks at the employment performance mmseof labour force participation,
employment, unemployment, labour productivity, \arbble employment and working
poverty.
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Table 1.3: Main employment indicators

Labour force Employment | Unemploy | Labour Vulnerable Working poor
participation rate to population | ment rate productivity employment (% of atUS$1.25a
(%) ratio (%) (%) (GDP per person | total employment) day (% of
engaged, total
constant 1990 employment)
US$ at PPP)
2000 2011 2011 2009 2010 2000 2009 2005
Indonesia | 67.8 67.5 62.7 7.9 10,587 64.9 63.7 19.8
Moldova 59.4 415 38.7 6.7° 11,807 36.5 28.7° 1.3
Nicaragua | 61.4 62.9 59.8 5.0 n.a. 46.4 4.7 12.8
Uganda 85.0 7.7 74.7 4.2 2,622 85.5*** 80.6°° 34.5%

*2007; **2008;

**2002; ***2010; °2011; °°2005.

Source: ILO (Key Indicators of the Labour Market).

Several observations can be made based on thenaifion in table 1.3. First, except in
Moldova, labour force participation rates (LFPRg &igh denoting that the relative size of
the supply of labour available to engage in thelpetion of goods and services is significant
in these countries.In Moldova, however, the LFPR is much lower and lecreased
significantly between 2000 and 2011. Second, thel@yment-to-population ratios show
that a large proportion of these countries’ popoilgtexcept Moldova and to some extent
Nicaragua, is employed. This is particularly sigrift for Uganda. In Moldova on the
contrary, a large share of the population (almast thirds) is not employed. Third, a high
employment-to-population ratio is not necessarilpasitive thing — for example, where
education options are limited so that young petgke up any work available rather than
staying in school to build their human capital.

Looking at the other indicators in the table shdhest levels of labour productivity,
measured as GDP per person engaged, vary greathy drlow US$2,622 in Uganda to a
high US$11,807 in Moldova. This shows that the hiéghployment-to-population ratio in
Uganda hides widespread underemployment and lowniec levels in the country.
Information provided on vulnerable employnfefurther shows that levels are very high in
Uganda. Vulnerable employment is also widespreathdtonesia and to some extent in
Nicaragua. Fourth, the working poverty rate (pessarho do not earn enough to bring

® The labour force participation rate is a measurehef proportion of a country’s working-age
population that engages actively in the labour m&rkither by working or looking for work.

® Vulnerable employmeris the sum of own-account workers and contribufargily workers. These
workers have a lower likelihood of having formalnwarrangements and are therefore more likely to
lack elements associated with decent employmeah as adequate social security and a voice at
work. Conversely, wage and salaried workers, abagedmployers, are more likely to benefit from
these elements.
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themselves and their families above the US$1.2&ygdverty line) is high in Uganda where
over one in three working person is poor. It iodigh in Indonesia despite high levels of
labour productivity.

This brief synopsis shows certain similarities asllvas important differences in
employment performance of the four project coustrithe employment challenges clearly
differ in many respects and will call for tailorpdlicy responses.

3. Overall development planning framework and emplo yment policy objectives

This section is devoted to a brief portrayal of thalicy framework in the four
countries. This snapshot looks at the overall dgmaknt framework, the main employment
policy documents and the main objectives of curremtployment policies. Table 1.4
provides a brief summary of these points in respétiie four countries.

The overall development policy documents and plagprirameworks in the four
countries have a similar pattern. The overall pilagris guided by a Vision document:
Moldova has its Vision 2020, Indonesia and Uganaeehtheir respective RPJP 2025 and
Vision 2025. These documents provide a long-tersioxi for national development and can
also lead to more coherent sectoral policies taegehthat vision. However, their regular
updating and effective implementation by all goveemtal agencies remain a challenge.
Moreover, they do not always accord a universatlynmpnent position and importance to
employment. The long-term objectives under theowisdocuments are to be achieved
through national development plans. Generally oflioma-term duration, these plans are
often based on the PRSP. However, countries aregngnaway from the PRSP framework in
an effort to develop more home-grown medium-terivettgoment plans. The four countries
are good examples of this trend.
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Table 1.4: Development policy framework and employment policies

Country Overall development policy Current employment policy and related policy documents | Overall objectives of current employment policy
documents
Indonesia National Long-term Development Plan No comprehensive national employment policy Promote Decent Work by enhancing the creation of productive
(RPJP) 2005-2025 employment with adequate social protection and social security
Five-year Medium-term Development Medium-term Strategic Plan of the Ministry of Manpower and Employment creation is a by-product of the growth strategy
Plan (RPJM) 2010-2014 Transmigration Main target is the reduction of the unemployment rate
Moldova Moldova 2020: National Development National Employment Strategy of Moldova 2007-2015 To ensure full and productive employment, social cohesion and an
Strategy of the Republic of inclusive labour market
Moldova for 2012-2020 Annual action plan on employment 2009 Improve targeting of employment services and programmes
Promote self-employment and reduce emigration
Rethink Moldova - Priorities for Medium | National programme for youth 2008-2010 Promotion of human capital development and continuous learning
Term Development (2010) Increase of the labour supply and encouragement of active ageing
Provision of equal opportunities and prevention of labour
Programme for the stabilization and discrimination
recovery of the economy 2009-11 Transition from informal to formal employment
Reduction of regional employment and wage differences
Nicaragua National Human Development Plan Politicas para el fomento del empleo y el trabajo decente 2005 | Create and promote decent jobs to improve the quality of life and the
2008-2012, October 2008 (Decreto del Ejecutivo No. 30-2006 Politica Nacional de welfare of the Nicaraguan labour force
Empleo, aprobado el 1 de Mayo del 2006 y Publicado en La Increase public and private investment in productive sectors to reduce
Government's Programme to defend Gaceta No. 96 del 18 de Mayo del 2006) the impact of the economic crisis on employment
Production, growth and employment Ensure that the social partners (trade unions, employers and
(PDPCE), January 2009 Plan nacional de Empleo y trabajo digno 2008 government) assume their responsibilities and work through social
dialogue and tripartism
Updated National Human Development | Plan Nacional de Empleo y Trabajo Decente (PNETD) Increase the quantity and the quality of employment, move toward the
Plan 2009-2011 (to deal with the contextualizado a la actual crisis mundial (2009) reduction in informality and underemployment levels and
international economic crisis), consequently, poverty and inequality
September 2009 Plan nacional de empleo juvenil (in preparation) Promote employment intensive sectors with low relative development
(for example, rural employment).
Law for the promotion of SMEs: “ Ley MIPYME” Stimulate the creation of employment through the promotion of SMEs
in rural areas using programs directed at self-employment and
2010-2014 PRORURAL INCLUYENTE Sectoral Plan entrepreneurship.
Strengthen labor institutions for a better functioning of the labor
National Industrial Development Policy 2007-11 and its market.
Implementation Plan updated for 2010-14
Uganda Vision 2025 National Employment Policy 2011-15 Provide productive and decent employment for all women and men, in

National Development Plan 2010/11-
2014/15 “Growth, employment and
socio-economic transformation for
prosperity”

National Industrial Policy (2008)
National Oil and Gas Policy of Uganda (2008)

Agriculture Investment Policy (2010)

conditions of freedom, equity, security and human dignity
Comprehensive and up-to-date labour market information system
Adequate enforcement of the labour law

Improved productivity through skills training

Clusters for supply chain demands for SMEs

Promotion of youth employment

Employment-intensive growth

Promotion of agriculture and rural employment

Improving informal sector, micro and small-scale enterprises
Externalisation of Labour

Employment of vulnerable groups and promotion of gender equality

Source: compiled from country policy documents, country studies and ILO Global Knowledge Base on Employment Policies.
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Similarities across countries decrease when empaynpolicies and related policy
documents are examined. Indonesia does not hatend-alone comprehensive employment
policy document. In Nicaragua, the last such domtmeas developed and adopted in 2005
(though work is on-going on a youth employment pldfholdova developed this document in
2007, but only one action plan was formulated if2@nd Uganda developed and adopted a
comprehensive employment policy only in 2011.

Three types of documents seem to govern the operafiemployment policy in the four
countries. First, some countries, as mentioneché above paragraph, have comprehensive
employment policy documents. Formulating a natios@iployment policy can serve many
purposes. One of them is to propose a vision atwharent framework for all the interventions
and the actors concerned by employment in the cpubican be a means to get the main local
and central government actors together, to raisgdiqgoawareness of certain critical issues, to
agree on priority action and to assign respong#sli It can also be a means to take into account
the views of workers and employers’ organisatiams$ @ enlist their support.

Second, there are what can be called supportingndexts that inform certain aspects of
employment policy, for example youth employmeniaciplans (in Nicaragua and Moldova)
or sectoral strategies and policies, such as ttagegly for tourism 2005-2015 in Moldova,
which include some elements on employment. Thesardents are often very operational and
quite broad in scop&hey, however, focus on a specific group or sedtence they are not
national. When they exist in parallel to a natiopalicy, they can be good complements to
delve deeper into the issue and are especiallylustien addressing a key national challenge:
they provide a course of action to implement arectbje of the policy, including a work plan
with clear distribution of responsibilities and etailed budget.

Third, there are employment plans and strategiésgbienplemented by the ministries
responsible for employment alone, for example tlegliMm-term Strategic Plan of the Ministry
of Manpower and Transmigration in Indonesia. Thigrdt type of document is more a
Ministerial work plan than a policy document prawigl a visionand a concerted and coherent
framework linking all the employment interventiorend stakeholders. It usually isn’t
formulated in consultation with stakeholders andasdiscussed in Parliament. In a sense, it is
a purely administrative document. When it is thdyodocument available in a country,
integration of employment objectives in overall e@epment planning can be a challenge. In
Nicaragua for example, the Labour Ministry has bigdtiating since 2006 a large number of
projects and seeking finance for them. It has stdpghort of making a comprehensive analysis
of the overall employment situation and the différeptions available to create employment
and reduce un- and underemployment. A clear syyaselgcking.

It is not possible to draw conclusions regarding tmpact of lack of comprehensive
employment policy documents on the actual employrpernformance of a country. What can
be said though, particularly based on the feedlmdt&ined from various stakeholders during
the study process, is that the presence and gemexidbility of such a document greatly helps
stakeholders (i) to better understand the issustake and (ii) to voice their concerns through
their participation in the formulation process e gense of ownership of a Policy increases with
the number of people and institutions that is be&mgsulted during its preparation. This in turn
leads to better multi-stakeholder buy-in for th@@ttbn and implementation of the policy. In
Nicaragua, the two Policies that in their preparatconsulted the broadest range of groups
were also the best known among the people (the RE» and — to a lesser extent - the Youth
Employment Plan).
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The vision documents, medium-term development plamsl employment policy
documents articulate objectives for the employnperlicies of the country concerned. The last
column in table 1.4 presents only the overall dibjes. While they have been couched in
different ways, certain similarities cannot escaptce. For example, all of them emphasize the
creation of productive employment and decent wditke reasons for these similarities are
difficult to find as the documents were developedependently. Two can tentatively be
advanced: one, these objectives are in line witltyorientations of recent times; two, these
documents were drafted by external consultantdhiiing donor grants (often ILO); these
consultants, with the assistance of ILO expertsy mall be informed by certain terminology
and approaches, which then get translated intontiteonal documents. However, certain
objectives are clearly country specific, such asoaragement of active ageing in Moldova or
the promotion of rural employment in Uganda andaliagua. The acquisition of skills, targeted
measures for SMEs or the promotion of employmetgrsive sectors also appear in at least
two of the four countries. These objectives cleaggpond to the employment challenges and
priorities of the countries concerned. In gendtaleems that the diagnostic of the employment
situation has informed well the choice of objectiwd the various policy documents of the four
countries.

4. Employment policy making: key stakeholders and c onsultative mechanisms

The importance of a national employment policy deerall growth and development as
well as the need for stakeholder consultationsetelbp and implement employment policies in
line with the national situation and aspirationsnisreasingly recognized in all the four project
countries. All of them have a government ministgsponsible for the development and
monitoring of implementation of an employment pwpliand have also established various
consultative mechanisms to confer with relevankedtalders. This section is devoted to the
brief examination of various groups of stakeholdasswell as the consultative mechanisms
related to employment policy in the four countri€able 1.5 presents information regarding the
main relevant stakeholders and table 1.6 on thesuitative mechanisms established and
functioning.

4.1 Key stakeholders

For the purpose of this study, relevant stakehelderve been divided into four broad
groups. These are: i) government; ii) social pagni) private sector; and iv) Civil Society
Organisations (CSOs).

An examination of the functioning of the governmémtrelation to employment policy
making shows that its role falls into three broadegories. First, the ministries/government
offices providing direction and guidance for empt®nt policy making; second, the ministries
that are responsible for employment policy formolaproviding inputs for employment policy
formulation; and third, the ministries includingchd offices that are primarily concerned with
the implementation of employment policy in theispective areas of jurisdiction. There is a
certain overlap of functions in this categorizatidror example, the ministry primarily
responsible for employment policy making also dbwiles to the process of general policy
guidance and direction and is also responsiblenfamitoring its overall implementation.

The social partners are considered key stakeholdezmployment policy-making in the
four countries. The employers are usually represehy their umbrella organization that strives
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to represent the interests of the private emplogsra whole (e.g. the Federation of Ugandan
Employers). There are also umbrella organisatidghat represent one particular
sector/economic activity (e.g. the national Fedenabf Employers in Agriculture and Food
Processing Industries in Moldova). While multi-sectumbrella organisations are useful for
representing the interests of all employers — f@maple in relation to taxation policy — more
specific sectoral interests are generally bettereseby sector-specific umbrella organisations.
Workers are rarely represented by a single umbreti@anization, but rather by several trade
unions, which often poses the challenge of cootitineof the workers’ view point and of a
common representation of the workers’ interestgré lare three trade unions confederations in
Indonesia, seven in Nicaragua and two in Uganda.

The private sector is also a key stakeholder inleynpent policy making. In some
instances, the private sector has recognized fipsrtunity and has organized itself to play an
active role in the consultation process. Here t@ofimd multi-sector umbrella organisations
(e.g. National Chamber of Commerce and Industriyape sector foundations) and sector-
specific umbrella organisations (e.g. manufacturassociation, small scale industries
association, etc.). There are also private sectmrathat have a role to play in implementing
national employment policies, such as vocatiorahing centers, private banks, technological
institutes, etc.

Civil society organisations (CSOs) also play an antgint role. In the four countries
studied, there are a number of active CSOs, althaudy a few of them have the capacity
and/or resources to work on employment issues.Ca@®e divided in three broad categories.
First, there are a number of local non-governmeatghnisations (NGOs) in each country.
Second, there are also several institutes thaigrezing the need for evidence-based advocacy,
focus on research and analysis. Their output id bgeall stakeholders. In Uganda for example,
Innovations for Poverty Action (IPA) partnered witssearchers and the Ugandan government
to evaluate the effectiveness of the Youth Oppdtiee Prograrh Third, given the limited
resources of individual NGOs and the need to lawftdctive advocacy efforts, CSOs have
formed networks. These networks can be either ispeeific (e.g. youth, cooperatives, etc.) or
more general.

" This programme was introduced in 2006 to raiserimes and employment among young adults aged 16
to 35 in the country’s Northern Region.
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Box 1. Policy-making process at Provincial level - the case of Indonesia

Indonesia’s 33 provinces have an extensive mandate to undertake their own development
planning within the framework of Indonesia’s overall development strategy, which has
employment as a strategic objective. Under the leadership of the provincial Development
Planning Agencies (BAPPEDA), a series of workshops on employment diagnostic analysis were
organized in three provinces in Indonesia (Nusa Tenggara Timur, East Java and Maluku) to
develop regional development strategies that have employment creation as a central objective.
The participants included senior government officials at the provincial and district levels,
employer and trade union representatives, as well as representatives from Bank of Indonesia
and local academia.

The three-day workshops were highly interactive exercises where the participants
themselves assumed the lead role in a joint structured analysis leading up to an agreement on
the main challenges that need to be addressed in order to increase productive employment and
put the respective province on a path of job-rich and inclusive economic development. The
analytical exercises were based on a methodology, which has as a core principle that those
responsible for designing and implementing policies must themselves be actively involved in the
analyses that inform policy-making.!

The activities undertaken in the three provinces fully bore out the merits of this participatory
approach to employment policy-making. The combination of the in-depth context-specific
knowledge of the participants with a robust method for structuring the analysis ensured that the
results and conclusions of the analysis were both relevant and of a high quality. It also provided
a very effective learning experience for everybody involved and a common understanding and
broad consensus that augur well for effective subsequent policy implementation.

1 Employment Diagnostic Analysis; a methodological guide (2012) (Geneva: ILO Employment Sector).
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Table 1.5: Key stakeholders®

Country Government Social partners Private sector Civil Society Organisations
Policy direction Policy formulation Policy implementation
Indonesia President Ministry of Manpower | MOMT Trade unions Bank Indonesia Local NGOs
and Transmigration Confederation of All Indonesian Nahdatul Ulama
Parliament (MOMT) Coordinating Ministry for Trade Unions (FBSI) Bank Mandiri Muhammadiyah
Economic Affairs Confederation of Indonesian Trade
National Development | Manpower Union Congress (ITUC) Vocational Training Centre | CSOs networks
Planning Agency Directorate of Coordinating Ministry for Social | Confederation of Indonesian (BLK) Anti-impoverishment movement
(BAPPENAS) BAPPENAS Welfare Prosperity Trade Union for Indonesian citizens (GAPRI)
Indonesian Youth Employment
National Team for the Coordinating Ministry of Employers’ associations Network (I-YEN)
Acceleration of Poverty Women’s Empowerment Indonesian Employers’ Association
Eradication (TNP2K) (APINDO) Research Institutes
Ministry of National Education The University of Indonesia
Padjajaran University
. N . Center for Strategic and
Other | tries/
SrIine MiNiSinesiagencies International Studies (CSIS)
Central Statistical Agency
(BPS)
Moldova President Ministry of Economy | Ministry of Economy Trade unions Republican Club for Local NGOs
and Trade Ministry of Labour, National Trade Union Business People "Timpul" Association for rural tourism
Parliament Confederation of Moldova (CNSM)
Ministry of Labour, Social Protection and Family Research CSOs
Social Protection and Employers’ associations Expert Grup
Moldovan Employers (CNPM)
National Employment | National Bureau of Statistics National Federation of Employers in
Agency Agriculture and Food Processing
National Bank of Moldova Industries
Tourism Agency
Other line ministries/agencies
Nicaragua President Ministry of Labour MITRAB Trade unions CONAPY (pequefias Local NGOs
(MITRAB) Confederacion de unificacion empresas de maderas y Regional/international NGOs

® The listings of government ministries, privatetseorganisations and civil society organisatianthis table are only illustrative and not compreiee.




Country Government Social partners Private sector Civil Society Organisations
National Assembly Ministry of Education (MINED) | sindical (C.U.S.) muebles) Research CSOs
Central de trabajadores de
General Directorate of Industry | Nicaragua (C.T.N.) Support Center for Micro, CSO0s networks
and Technology (DGIT) Confederacién central de Small, and Medium Institute for the promotion of
trabajadores de Nicaragua (CCTN) | Enterprise (CAMIPYME) cooperatives (INFOCOOP)
Banco Produzcamos Central sandinista de trabajadores
(CST) National Technological Small and Medium
Municipal Roundtables on Confederacion general de Institutes (INATEC and Enterprise Institute (INPYME)
Youth Employment trabajadores independientes INTECNA)
(C.G.T) Rural Workers Association
PRONicaragua, (investment Asociacion de trabajadores del Nicaraguan-American
promotion agency of campo (A.T.C.) . , Chamber of Commerce
Nicaragua) Confederacion de accion y unidad | (AMCHAM)
sindical (CAUS)
, o Nicaraguan Foundation for
Employers asgoaahons Economic and Social
Consejo Superior de la Empresa Development (FUNIDES)
Privada (COSEP)
Association of Producers
and Exporters of Nicaragua
(APEN)
Uganda President Ministry for Gender, | MGLSD Trade unions Uganda National Chamber | Local NGOs
Labour and Social National Organisation of Trade of Commerce and Industry | National Farmers’ Federation
Cabinet Development MOJCA Unions (NOTU) (UNCCI) (UNFF)
(MGLSD) Central Organisation of Free Trade . .
Parliament MOLG Unions (COFTU) ggg;e Sector Foundation Wagagai Farms
Ministries of Justice
Office of the Prime and Constitutional MOES Employers’ associations Uganda Manufacturers Research CSOs
Minister Affairs (MOJCA), Federation of Ugandan Employers | Association Economic Policy Research
Education and Other line ministries and (FUE) Uganda Small Scale Centre (EPRC) at Makerere
Ministry of Finance, Sports (MOES), agencies Industries Association University
Planning and Public Service, local | pistrict labour offices (USSIA)
Economic government (MOLG), Private employment Centre for Development
Development tourism trade and o agencies Initiatives (CDI)
(MOFPED) industry, agriculture H?Bagdse)l Bureau of Statistics D?:CU Bank
and Fisheries . Innovations for Poverty Action -
National Planning Investment Authorit Enterprls.e Uganda (Ltd) Uganda (IPA)
Agency (NPA) Investment Authority y Foundation for
advancement of small CSOs networks
NPA enterprises and rural Platform for labour action
technologies (FASERT)
Nakawa Vocational Uganda National Farmers

Training Institute

National Curriculum
Development Centre

Federation (UNFFE)
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The information and analysis of key stakeholderghia country studies, a brief
summary of which is presented in table 1.5, brirmag several important points.
Employment policy making in all four countries fetpreserve of the executive. This also
means a more limited role for the Parliament andigmaentarians who come into the
picture only when a bill has to be passed, e.gptioio of the national employment policy.
However, parliamentarians also have the opportutdotydebate policy issues through
guestions and hearings of relevant parliamentargnaittees, a consultation channel that
has not been used in any of the four countriesexiud

In all countries, the Ministry responsible for emyahent has been strengthened. This
means it has been given a new role as the leadgoeat agency on employment issues
and often given the responsibility for coordinatihg implementation of the policy (as in
Nicaragua and Uganda). For the co-ordinating agemdye successful, it needs to have a
certain standing among its peers or be placed alheve. The agency must be seen to have
both the power to enforce participation and theliectual and technical resources to steer
the Policy’s execution in the desired direction.Nitaragua the responsibility that the
Presidency laid in the hands of the Labour Ministrgty not have been matched by the
perception of other government agencies —not taiorethe private sector- that the Labour
Ministry was sufficiently equipped to turn that cddination responsibility into a success.

The President’s office and ministries of Finance aational planning continue to
play important roles in setting overall policy diten. It is thus critical that they are
involved in employment policy-making to ensure teatployment policy is organically
linked to overall development policy as well asastBectoral policies. This has clearly been
the case in Indonesia, where the National Developftanning Board and the Ministry of
Manpower and Transmigration worked closely togetlamd in Uganda where the
president’s office played a key role in finally pirsg the document through to adoption. It
has been much less the case in Moldova and Nicar&jmilarly, Ministries responsible
for employment in Indonesia and Uganda, while fdating their national policies, sought
the inputs of other relevant ministries, most intpot being the ministries dealing with
agriculture, education and infrastructure, but atslustry and trade.

This is important to ensure that employment poéing other sectoral policies are well
aligned and expert inputs are fed into areas ofl@yngent policy requiring such inputs,
e.g. vocation education and training.

Therefore, an even closer collaboration with retévainistries is desirable. While the
ministry responsible for employment policy has apansibility in implementing it, a
number of other line ministries and agencies haveldy an active role to ensure that the
policy is implemented effectively. This is an avelaere further efforts are clearly needed as
most of the other line ministries and agenciesnaten direct and regular contact with the
ministry responsible for employment policy.

A final comment in regard to government ministEstains to the issue of frequent
restructuring of the ministries. This process mayirbportant for improving the efficiency
and functioning of the ministries, but it also demauncertainty and confusion among the
staff of the ministries as well as other stakeh@deho have to re-identify their interlocutor
every now and then.

In all countries, the social partners are in atwsito voice their concerns and social

dialogue is maturing. All four countries have iedeggone through a political transition that
has brought increased freedom of speech, of aswociand devolution of powers. In
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Indonesia and in Uganda, a favourable environmemt Bxists for social partners and

CSOs to participate in policy-making. Uganda didl oyeerate a party political system until

2005 and its political space was consequentlyictstt. The change to a multi-party system
allows for mechanisms holding the State to accamwvell as for a political space to

discuss alternative policy optiofisn Indonesia, the regime change and democratizatio
that took place in 1998, followed soon after thatébradical big-bang decentralization
programme, led to a completely new process of idgafand adopting the medium-term

development plan. The drafting took place througtsesies of public consultations

involving line ministries, local governments, sdqgmartners, academia and civil society,
both in Jakarta and in the provincial capitalsioiwkd by a debate in Parliament.

Box 2. Social partners and the Poverty Reduction Strategy in Uganda

The Ugandan Government provides adequate channels for social partners to raise their concerns. The participation
mechanism seems to work well. The results of the social partners’ consultations have been incorporated into the first,
second and third revisions of the National Development Plan (NDP) in 2000, 2004 and 2007. Social partners feel they
have been able to influence the setting of priorities and the drafting of content of the NDP. The social partners — NOTU,
COFTU, FUE and other stakeholders — worked closely together in regular small group meetings, plenary sessions and
consultation workshops facilitated by the National Planning Agency. The validated NDP includes social partners’ main
concerns with regard to the Decent Work Agenda on key issues of youth employment and productivity, improved industrial
relations through the promotion of rights at work, the incidence of child labour and HIV/AIDS at the workplace. Productive
employment is implicitly incorporated in the overall theme of the NDP, “Growth, employment and socio-economic
transformation for prosperity’. Furthermore, the implementation of a national youth employment policy is given high
priority, and other employment-related areas feature prominently, such as strengthening labour market information
systems, introducing a minimum wage to ensure decent incomes for workers, and establishing an industrial court. The
main actors who influenced these issues were the MOGLSD, FUE, COFTU and NOTU.

Source: D’Achon E. (2011), Social partners and their engagement in national development plans; lessons learnt from a decade of implementation of
poverty reduction strategies, International Labour Office: Geneva. Pp. 64-68

Frictions exist between the government and theetradions (in Indonesia for
example) or the employers’ organisations (as inaNigua). Sometimes, a given social
partner has a high influence in his country whiile other finds it difficult to be heard. In
Nicaragua, the employers had a “particularly compidationship” with theSandinistas
before 1990. There was much confrontation. Howesieige 2009 a new relationship has
developed. The Employers Organisation, COSEP, $agt they have a better policy
dialogue with the current than with the previousggoment. In particular, they have good
contacts with the Presidency and with the “productiministries” i.e. industry and
agriculture. Relations with the Labour Ministry dlee exception because that Ministry is
seen as very partisan.

4.2 Consultative mechanisms

Information in table 1.6 provides a summary of @as consultative mechanisms
related to employment in the four countries. ltclear that a number of consultative
mechnisms have been established and are oftenidoimg. These consultative
mechanisms can be categorized either on the bafigio composition or their respective
mandates.

° D’Achon E. (2011)Social partners and their engagement in nationaledi@oment plans; lessons
learnt from a decade of implementation of poveeguction strategiednternational Labour Office:
Geneva. Pp 68-69.
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Table 1.6: Consultative mechanisms

Country Consultative mechanisms Composition Role
Indonesia National Team for the Chaired by the Vice-President, Formulate the poverty reduction policy and programme, make poverty reduction activities
Acceleration of Poverty coordinating ministers for economic more synergic between ministries and institutions, monitor and evaluate the poverty
Reduction (TNP2K) affairs and for social welfare serve as | reduction policy and programmes.
deputies; executive secretary is the
deputy secretary of the Vice-
President in charge of welfare affairs
Members: 23 ministers, 3 head of
Bureau, other non-governmental
members
Regional Teams for Poverty Reports to the Governor Identical but at regional/local level
Reduction (TKPK)
Parliamentary committee on Parlementarians Discusses and votes legislation
employment
Tripartite Cooperation Council MOMT, Trade Union confederations, | Consultative body on all the issues covered by the MOMT; discusses industrial relations,
(LKS Tripartite) Employers’ association employment issues, migration issues, provides opinion on draft ministerial decrees and
labour regulations
National Social Security Council | Chaired by the Deputy Coordinating formulate the policies and provide supervision for the
Minister of Social Welfare - implementation of the National Social Security System
MENKOKESRA
15 members representing the
Government, social security experts
and employers’ and workers’
organisations
Moldova Interministerial Committee for Cabinet members oversee the implementation of the National Development Strategy 2012-20, review

Strategic Planning (ICSP)

progress and resolve problems emerged in the process

National Participation Council
(NPC)

representatives of civil society

Monitor the implementation of the Strategy "Moldova 2020". The Government
communicates to civil society through the NPC the progress achieved and discusses
ways of joint involvement for a successful implementation of the Strategy

National Commission for
Consultancy and Collective
Bargaining (NCCCB)

Lead: Ministry of Labour, Social
Protection and Family

Other governmental members:
Ministry of Economy, Ministry of
Education, Ministry of Agriculture and
Food Industry, Ministry of
Construction and Regional
Development

National Trade Union Confederation
of Moldova (CNSM)

National Confederation of Moldovan
Employers (CNPM)

Discuss and promote relevant issues regarding economic growth, consensus building
around economic and social matters, labour laws and legal approval of draft laws
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Country

Consultative mechanisms

Composition

Role

Administrative Board of the
National Employment Agency

Vice-Minister of Labour, Vice-Minister
of Economy, Budget Director of the
Ministry of Finance, CNSM (2), Trade
Union Confederation of automobile,
agricultural machinery and car repair
industries, CNPM (2) *

Preparation, implementation and monitoring of national employment policies and
programmes

Regional Tripartite Advisory
Councils

Local public authorities, local
representatives of workers and
employers’ organisations

Support to and coordination of the regional employment agencies, counsel to local
agencies

Nicaragua

National Planning, Investment,
Budget and Cooperation Council,
2010

Coordinate planning; organize, allocate and and programme financial resources; public
management

National Council for economic
and social planning (Consejo
Nacional de Planificacion
Econdmica Social - CONPES),
1999

Reorganised in 2005°

The President chairs the Council,
which consists of:

the members of government
responsible for the following sectors:
production, infrastructures, social,
governance and economy

A representative of each of the civil
society organizations representing
women, youth, indigenous people,
academia and communication means
Representatives of trade unions,
employers’ organisations,
cooperatives and communities.

A representative of each of the 15
Departmental Development Councils
provided for in the Law on Citizen
Power.

A representative of each of the
Regional Councils for economic and
social planning (CORPES), the
representatives of the Autonomous
regions of the south Atlantic and of
the North Atlantic as provided for in
the Law on Citizen Power.

Advisory body to the President in the conduct of economic policy and social development

CONPES had a permanent commission on labour issues (Comision Laboral del
CONPES) until 2005

National Employment Council
(Consejo Nacional del Trabajo -
CNT), 2005

Ministry of Labour, the private sector,
trade unions (1 delegate per
confederation and union legally

institutionalize dialogue and promote consultations between the partners in the world of
work, participating in the development, implementation and decisions on national socio-
economic and employment policies,
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Country Consultative mechanisms Composition Role
recognised in equitable conditions formulate analyses, evaluations, conclusions and recommendations on the level of
based on the number of members).* employers’ and workers’ participation in the formulation and implementation of national
development plans,
periodically review the basis for guidance and implementation of national development
plans and discussing them with representatives of the agencies responsible for these
plans
The NEC has a National Youth Employment Commission (Comision Nacional de
Empleo Juvenil)
National Minimum Wage Tripartite: Ministry responsible for Sets the minimum wage
Commission (Comision Nacional | labour, employers, workers
de Salario Minimo), 1991
Uganda President’s Economic Council Headed by the President, includes To consider problems that constrain economic growth and development. These include

(PEC)

ministers and high level government
technocrats dealing with economic
policy issues and the representatives
of private sector

poor investment climate; underdeveloped export potential; weak financial sector; poor tax
administration and tax policy regime.

National Employment Council
(established 2011)

Chaired by the Ministry responsible
for Labour

Members at the permanent secretary
or chief executive officer level are
drawn from: The Ministry responsible
for Finance, Planning and Economic
Development; The Ministry
responsible for Public Service; The
Ministry responsible for Agriculture,
Animal Industry and Fisheries; The
Ministry responsible for Tourism,
Trade and Industry; The Ministry
responsible for Works and Transport;
The Ministry responsible for
Education and Sports; The Ministry
responsible for Local Governments
The Ministry responsible for Health;
The Ministry responsible for Foreign
Affairs; The Ministry responsible for
Lands, Housing and Urban
Development; The Ministry
responsible for Internal Affairs and
Immigration; The Ministry responsible
for Energy and Mineral Development;
The Ministry responsible for
Information, Communication and

Guide and monitor efforts towards the implementation of the NEP.

More specifically, the NEC identifies priority areas for action; suggests ways for
integrating the employment objective into all sectors of the economy; helps raise
awareness of different dimensions of the employment challenge; suggests guidelines and
set employment targets.
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Country

Consultative mechanisms

Composition

Role

Technology; The Ministry responsible
for East African Community; The
National Planning Authority; The
Uganda Bureau of Statistics; The
Uganda Investment Authority; The
Federation of Uganda Employers
(FUE); The National Organisation of
Trade Unions (NOTU); The Central
Organisation of Free Trade Unions
(COFTU); Enterprise Uganda (Ltd)

Labour Advisory Board
(established 2006)

Chairperson appointed by the
Ministry responsible for Labour

2 representatives of FUE and 2 of the
trade unions

1 representative each of Min. resp.
for public service, finance, education,
local government, trade and industry,
justice

1 representative of people with
disabilities

1 representative of the government
agency responsible for environmental
protection

Advise the minister on all labour and employment matters; oversee the operations of the
labour officers or inspectors; monitor the environment in and around workplaces; oversee
the implementation of the NEP, the HIV/AIDS at work policy, the national child labour
policy and monitor and review implementation of the labour policies, laws and
regulations; regulate employment agencies and bureaus; mediate disputes between the
FUE and the trade unions; review and monitor the implementation of collective
bargaining agreements; monitor and oversee the implementation of the dispute
settlement process; review and monitor the status of migrant labour.

* http://www.anofm.md/en/node/14;

* http://legislacion.asamblea.gob.ni/Normaweb.nsf/%28$Al1%29/667BF A2A94A7EA2F0625723C0056BE9B?OpenDocument

°http://www.ccer.org.ni/files/doc/1187365728 _Decreto2076-2005Creaci%C3%B3n_del_Conpes.pdf
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Based on composition, the consultative mechanisatisinito three categories. First,
there are fora consisting of representatives of tmt public and private sector. This is the
case of the President’'s Economic Council in Ugaridze anecdotal evidence collected
during the country study suggest that this forunguste active and has the ears of the
President and the government. Second, there aaedfroted to tripartite social dialogue
only. These have slightly different names (e.g. KKBGn Moldova, NEC in Nicaragua and
Uganda). These councils are a standard featuré fouas countries, but their composition
can differ as to the representation of the goverimin Nicaragua, the government is
represented by the Ministry of Labour only, wheréasvioldova and in Uganda, it is
represented by a number of line ministries. Thtttkre are fora that bring together all
relevant stakeholders, including from the relevamhistries, social partners and civil
society, such as the National Council for econoanid social planning in Nicaragua. These
fora allow for broad stakeholder participationtie {policy making process.

Alternatively, the existing consultative mechanistas be categorized based on their
respective mandates. First, there are fora foestalker consultations on multiple issues that
can include employment as well. In this categony lba included the committees for inter-
ministerial coordination on poverty and economiovgh issues, such as the Interministerial
Committee for Strategic Planning in Moldova. Secdhdre are fora that have the mandate
to deal with all employment issues. These exisMioldova (National Commission for
Consultations and Collective bargaining), Ugandatidhal Employment Council) and
Nicaragua (National Employment Council). Third, rineare some other consultative
mechanisms that are mandated to discuss on aypartgub-set of employment issues. For
example, the Administrative Board of the Nationahffoyment Agency of Moldova is
mandated to discuss active labour market policies.

Some further observations on consultative mechanisased on the information and
analysis of country studies are in order. Ministtiesponsible for employment are generally
tasked with coordinating the functioning of conatiite fora dealing with employment.
Given their limited human and financial resourdbss can be quite an uphill assignment
(see preceding section). Further, these fora aldorseused for regular dialogue and
coordination on all employment policy issues. Teeent experience of the development of
comprehensive employment policy in Uganda is gliistrative in this regard. Efforts were
made for broad stakeholder consultations, but tjitoad hoc arrangements and not by
designating the existing Labour Advisory Boardtfog purpose.

In the four countries, there is not a single cotagiadn mechanism that has a clear legal
mandate that ensures that its views are taken andboy the government. Their role is
generally of a discussion forum. They are also ds&eprovide inputs and advice regarding
the country position on employment matters. Howgtlezy are often not informed whether
and how these views and advice were taken on bddnid.is a serious weakness, which
often frustrates the non-governmental stakeholdedsdiscourages their continued, whole-
hearted participation in the consultative mechanisin Indonesia, the tripartite consultation
body has only functioned primarily as a fire-brigadt is needed when an emergency
situation emerges as in the case of labour unsedtes or problems related to dismissals,
while its role as a meeting point for dialogue bexw the government and the social partners
in dealing with more substantive issues, such agdhision of the manpower law, has been
very limited.

In Nicaragua, the employers referred to the pdratiasultation structure set up by the
Ortega Il government (since 2006). Parallel to thmen consultation process in the
parliament, the National Labour Council, and afedént levels of local government the
Ortega Il government, is organising consultatioBsalpgo con la Base with Frente
Sandinista de Liberacion Naciond@FSLN)-related Citizen Power Councils. The Citizen
Power Councils (CPCs) were initially billed as biag citizen participation but
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subsequently transformed into an extension of tkecwive by presidential decree in
November 2007.

Another possible reason for lack of sustained ggdtion by non-governmental
stakeholders is the multiplicity of consultativedoThese mechanisms often establish sub-
committees and working groups on sectoral issue$ tlonvene their own respective
meetings. This makes it difficult for social pamsiand CSO representatives to participate in
all meetings as they often have only one or twsqmes dealing with employment policy.
There is certainly merit in rationalising the numbeomposition and mandates of the
consultative fora on labour and employment issues.

Finally, it is obvious that neither all the relevastakeholders are included in the
consultative mechanisms nor do they have equal auwfbopportunities to consult with the
government. As mentioned earlier, the role of Barént and parliamentarians is quite
limited. Moreover, representatives of small bussess the informal sector, farmers, etc. are
not members of consultative mechanisms. It is elisar from the country studies that certain
groups, either employers’ organisations or workessganisations, depending on the
countries, have many more institutional mechanidmsnteract with the government,
including on employment issues. Hence the genemprdssion among stakeholders that
certain groups have substantial influence on gawem employment policy-making. This
situation and perception does not augur well fer fdbrmulation and implementation of an
employment policy that has a broad stakeholderibuyk broad stakeholder buy-in will
facilitate smooth and effective implementation bé temployment policy to achieve the
shared objectives.

4.3 Main challenges faced by stakeholders

There are several challenges that are faced byfispgmups of stakeholders in the
four countries. They can be summarized into thrnemad categories. First, there are the
constraints related to limited human, technical famancial capacities. All stakeholders face
this challenge to varying degrees. However, theacHic needs for capacity-building may
be different. For example, the ministries respdesifor employment issues need more
resources to establish and ensure effective fumatp of stakeholder consultative
mechanisms. For other relevant government mingstigorimary need is to have adequate
and trained human resources to deal with employmatated issues, which are not their
main mandate; for the workers’ and employers’ oiggtions, a primary need may be to
have adequately staffed secretariats that can enswp-way exchanges between the
government and their members; for civil societyamigations, a primary need may be to
develop better advocacy skills that are based seareh evidence. The lesson should be that
despite the efforts and commitment of resourcegiigployment-related technical assistance
and capacity-building in the past, much more sgkds to be done.

Second, there are challenges related to institaitiand structural issues. In Uganda for
example, it is up to the Ministry in charge of laboas the coordinating agent, to bring on
board the other line ministries and the socialrad to implement the NEP. The fact that
there is no separate labour Ministry makes thik th§icult. Does the Ministry for Gender,
Labour and Social Development (MGLSD) have the se@ey political weight? The country
study shows that the Finance minister receives meseurces to tackle the country’s
employment challenges than the Ministry in chargenaployment.

Third, there are some challenges that are spdafigach group of stakeholders. For
example, for the social partners the need to belahe interests of all the umbrella
organisations’ members and for the CSOs the neéditd better links with the grassroots.
Another challenge relates to the lack of adequatitianely coordination among government
ministries on employment issues. This lack of cowtion is probably not specific to
employment issues: this seems to be an institutieakness in governments’ machinery
that needs to be urgently addressed. Here thensifility for action lies with the particular
group of stakeholders. It is essential that th&edtalders be conscious of these “internal”
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challenges so as to be able to take meaningfubradt rectify the weaknesses and to
improve on them.

5. Conclusions and recommendations

The country studies offer several conclusions amtbmmendations based on the
research and analysis in each study. There are sopwrtant differences based on the
situation in each country. However, one cannotdwaiticing some important similarities as
well. Accordingly, this section presents a summapy those conclusions and
recommendations that can be relevant for the founties. These can be regarded as the
gist of country-specific conclusions and recomméindas.

5.1 Main conclusions
The main conclusions from the four country studietude the following:

e All four countries have experienced relatively higbonomic growth rates in recent
years, but without making a significant dent on emetnployment and vulnerable
employment. The framework to deal with these inomgrehensive manner has been
put in place. This includes a long-term developmieamework — called a vision —
medium-term development plans and employment @adsstrategies. The issue often
is sustained and effective implementation of th@aas that require substantial human,
technical and financial resources as well as gsusthipolitical and bureaucratic
commitment.

« The importance of employment and employment podisykey tools for growth and
development is not generally recognized. Only ameod the four countries has adopted
a comprehensive employment policy. The ministresponsible for employment have
not been sufficiently strengthened, even when mspdity was given to them to
coordinate employment policies across ministrie$ agencies. Their primary role on
all issues related to labour is established, keit ttole on employment issues at large is
insufficiently recognized by other stakeholderse Tdnganic link between employment
policy and other sectoral policies, in the contekithe overall development policy,
remains weak. Further, the human and financialuress of Ministries responsible for
employment are not being augmented. They need marean and financial resources
to effectively discharge their mandate, includimg@ing the smooth functioning of an
inclusive process for employment policy-making amgblementation. The necessary
move towards comprehensive and inclusive NEPs d¢aake place without a strong
ministry in charge of employment capable of playignew role.

« The importance of having inclusive and participatqolicy-making processes is
increasingly recognized. The social partners arghipg for social concertation and
civil society has become more visible and assertikenumber of consultative
mechanisms exist for multi-stakeholder consultation employment-related issues, but
they are still too often limited to the traditiortalpartite structures. Further efforts are
needed to open consultations to a larger groupakéholders.

» Tripartite consultative mechanisms on employmel#tee issues, such as economic
and social councils, national employment countilpartite cooperation councils, etc.
are in place, contributing to a mature relationsbgtween the government and the
social partners. However, a number of issues camthé way of the regular and
effective functioning of these mechanisms. Firsgyt often do not have clear legal
mandates to offer analysis and advice that thergowent is required to consider. They
often remain a forum for dialogue only. Second, dgfinition some important
stakeholders are not represented in these tripdudita, for example small informal
businesses, youth groups, farmers’ associatioms, Tétird, not all the consultative
mechanisms are functioning regularly. They are $ones seen as being needed only
when an issue has to be dealt with in an emergesuc) as reported in the Indonesian
country study for cases of labour unrests and edrik=inally, the NEP tripartite
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consultative mechanism needs to be strategic $ahbaNEP is taken into account by
other important stakeholders beyond the sociahpest such as sectoral ministries and
Ministries of finance.

» Stakeholders’ participation in employment policykimg has generally improved.
However, not all of them seem to have equal oppdies and capacity/interest to
regularly participate and truly contribute. Reletvgavernment ministries and agencies,
other than the ministry responsible for employmgatrticipate in employment policy
consultations in  varying degrees  with  ministries spansible  for
finance/economy/planning and education often altivievolved. The less-than-
satisfactory participation by other relevant goweent ministries is due to (i) lack of
human resources and interest as employment idatgrimary function, and (ii) lack
of opportunities as not all of them are regularlyited to consultative meetings or
asked to provide inputs and feedback. The sociatn@es also participate in
employment policy consultations and are usuallyalyidonsulted. However, they often
feel their views are not taken into account infihal document. CSOs participate a lot
less because of the less number of consultativee dpened to them as compared with
the social partners and key government ministiliesk of their own capacity and
occasional tensions in their relationship with tfevernment as they are often more
critical of governmental positions also explain ki participation by CSOs.

* A number of challenges must be faced to have mootusive and participatory
employment policy-making processes in the four toes1 These challenges fall into
three categories: i) challenges related to limitagnan, technical and financial
capacities of the stakeholders. This was highligjlitethe country studies of Moldova,
Nicaragua and Uganda; ii) challenges related twtuti®nal and structural issues of the
design and functioning of consultative mechanissiighlighted for example in the
Nicaragua study; and iii) challenges that are $jgetd each group of stakeholders, for
example the need to develop better advocacy appesadhese difficult challenges
need to be overcome to ensure buy-in from all $takkers, which is critical for the
success of employment policy as an important doutior to growth and development.

5.2 Key recommendations

A number of recommendations have been made in eaghtry study, based on the
information collected and analysis made. Followsg summary of key recommendations.

Identification and involvement of remaining stakehdders. In each country, some important

stakeholders are either not included in consukatimechanisms or not regularly consulted in the
employment policy-making process. These often whelu parliament and parliamentarians,
representatives of farmers, informal workers, yagrtbups, microcredit institutions, women’ groupsl an

people with disabilities. Governments, particulathe ministries in charge of employment, should
include them in the membership of regular condultamechanisms and/or consult them regularly
through other means, for example regular briefioghe Parliament, public notices, etc.

Dissemination of Information and organization of avareness-raising activities on employment
issues Improving general awareness on employment isssesnportant. All stakeholders should
organize these activities. A particular target banthe stakeholders that have been on the marfins o
employment policy-making processes. Informatiorhtetogy and print and electronic media can be
harnessed for this purpose.
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Box 3. Stakeholders’ involvement and dissemination of information

Some interesting practices are worth highlighting. In India, the draft national employment Policy was
posted on the websites of the Ministry of Labour and Employment and of the ILO for two months so that
anyone could post comments. It was also posted on Community Groups’ sites.

In Uruguay, the national dialogue on employment policies has a dedicated website as well as a Facebook
account.

The Sri Lankan government created a dedicated website to communicate about its National Human
Resources and Employment Policy. The website presents the NHREP’s objectives, its main policy areas as
well as the committees created for its formulation. The website also has a page for public comments and all
the draft documents are available for download. Finally, links to other ministries and to all the necessary
contacts in the Secretariat for Senior Ministers are provided for anyone to seek additional information.

Improving regular information flows to key stakeholders. Distinct from the general information flow
to the public as mentioned above, there is alseea no ensure regular information flow to main g®u
of stakeholders on important employment issues.pfimeary responsibility for this lies with the matiy

in charge of employment, which should institute hetdsms including those based on information
technology for this purpose. This also means thamtinistries in charge of employment need to ped u
modern labour market information system.

Rationalization and strengthening of consultative rachanisms.Governments should rationalize the
mandates and number of consultative mechanismbBasomhile the number is reduced where possible,
their mandates are broadened to cover all employimsnes. It is also advisable to vest the consudta
mechanism with legal powers to advise the governmarselected employment issues. This will go a
long way in establishing the credibility of the ecoitative mechanisms. Ministries responsible for
employment should also be provided with adequatedmuand financial resources to ensure regular
functioning of the consultative mechanisms.

Improving coordination among relevant government miistries and agencies on employment issues.
Governments, through the ministries in charge ogblegment as well as ministries/agencies responsible
for overall development planning, should take stEpsmprove regular two-way information flow and
feedback between the ministries in charge of enmpéayt on the one hand and other relevant ministries
and agencies on the other. This may require impgpthe rules of procedures, current inter-ministeri
coordination mechanisms and provision of humanferashcial resources.

Improving the participation opportunities for CSOs. It would be fair to accord as much as possible
similar opportunities to all groups of stakeholddfsr example, CSOs and private actors should be
accorded similar access to various consultativehar@sms as is given to the social partners. Tlhoslsh

be done while balancing the need for inclusivemgsthe obvious imperative of representativity.

Improving the feedback to and from constituencies eépresented by the social partners and CSOs
The social partners and the CSOs need to make eftoe to ensure that there is a better two-way
information and feedback flow between them on the lsand and the constituencies they representeon th
other. For example, the employers’ federations aiten in a privileged position with regard to the
government, but their relationship with other semalemployers’ associations, particularly those
representing SMEs and informal enterprises is ofteak. Similarly, CSOs links with grassroots are
often limited.

Building knowledge and expertise of all stakeholder on priority employment issuesWith the help

of the ILO, many stakeholders have acquired usefiowledge and expertise on many employment-
related issues. However, given the complex andvevgplnature of the issues involved, many knowledge
gaps still exist in all four groups of stakeholdersluded in the analysis. Building capacity onesétd
employment issues - for example pro-employment oemmnomic policies, labour market regulations,
productivity and wages, underemployment, informyaliinkages between employment and social
protection, youth employment, vulnerable groupsalramployment - deserves high priority.

Strengthening the culture of dialogue and inclusiveess Different stakeholders have different agendas
and interests - this should not hinder their wagkiogether to find a common platform where possible
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Governmental and non-governmental stakeholdergitdethe differences in their roles and perceptions
need not view each other as adversaries. Buildisgrét of constructive dialogue has always beethat
heart of the ILO’s mandate. A culture based on aseeof common destiny and importance of
inclusiveness is taking roots, albeit at differpates, in all four project countries as evidencgdhie
frequency and maturity of interaction among vari@reups of stakeholders (meetings, workshops,
seminars where participants representing the gaventy the social partners and civil society geetbgr
and debate various policy issues). Such a culthidiabogue and inclusiveness is the best guardiotee
long-term success and sustainability of inclusive participatory employment policy-making processes
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Chapter II. National Employment Policy Making: Less  ons from
Indonesia 10

National Employment Policy is a key element of ardoy’s overall development
policy. It has a specific feature due to the regmient of involving and considering the
concern of three key stakeholders: the governneamployers and worker organizations. The
way the policy is formulated and implemented evsli@lowing the changing nature of the
political landscape of a particular country; andidnesia is no exception. The country
embarked on democratic transition in 1998 and safier that, embraced a radical
decentralization program. These changes have mdvidom for an increasing role for
workers’ organizations as well as decentralisecegawent units.

This study examines the making of national emplaymeolicies in Indonesia. It
proceeds as follows: Section 1 discusses recentogmpnt trends; Section 2 assesses
employment policy and its implementation in lighttbe ILO’s decent work agenda, A
discussion on the ILO country office support sggtend lessons learned are offered in
section 3; and the final section provides a summafyfindings and details some
recommendations.

1. Recent employment performance

1.1 The economic context

At the end of 2004, when President Soesilo Bambéanghoyono (SBY) assumed
power for the first time, he set an ambitious tamgfehalving both the unemployment rate
and the poverty rate by the end of his five yeamten office. The target was to achieve
5.1% unemployment rate and to reduce the poveteyta8.2% by 2009 were included in
the Indonesian Medium Term Development Plan 20@B28 Rencana Pembangunan
Jangka MenengalfRPJM). GDP growth was planned to continuouslyease and achieve
7.6% in 2009, with an average GDP growth of 6.6%ndu2004-09.

The targets, however, were not achieved. In 20@9ppen unemployment rate stood at
7.9%, while the poverty rate was 14.1%, i.e. aro@868c higher than the targeted levels.
GDP growth averaged only 5.6%. When the nationaleld@ment planning agency
(BAPPENAS -Badan Perencanaan Pembangunan Nasipnals drafting the RPJM 2004-
2009, the internal circle within the BAPPENAS aligaviewed that the unemployment
target was very much unrealistitHowever, the target could not be changed for igalit
reasons as it was part of the SBY-JK vision andsimisstatement, and a key development
promise during the presidential campafgn

2 The full version of this report was written in &2011 by Zulfan Tadjoeddin, School of Economics
and Finance, University of Western Sydney, Ausdraiimail:z.tadjoeddin@uws.edu.ait is based
on a two week mission to Jakarta in April 2011jlfeded by Mr. Peter van Rooij and Mr. Kazutoshi
Chatani of the ILO Jakarta office.

% Interview, Jakarta, April 2011. It had been estedathat GDP would have to grow at an average
7.2% annually over 2007-2009 to achieve the 20@mptoyment target.

12 All development targets outlined in the SBY-JKieisand mission statement were fully adopted in
the RPJM 2004-2009.
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Even though the development target in terms of @win growth, poverty eradication
and unemployment reduction were not achieved, lesiean managed to achieve quite
remarkable socio-economic progress during 2005-208 worth noting that the northern
part of Sumatra island (Aceh) was devastated bylrtd&an Ocean tsunami in December
2004 leaving around 160,000 dead and more thammilli®sn people homeless. In 2005,
different parts of the country were also hit byemies of natural disasters, mainly in the
forms of earthquake, landslide and flooding. JesG®P resumed rapid growth for two to
three years in the mid-2000s, the country succunbéhle global financial turmoil in mid-
2008. The stock market lost two-thirds of its vahetween January and September 2008.
The rupiah lost a third of its value against the diéar in just two months, during October
and November 2008, and the economy slowed downidemably in 2009 as a result of
falling commodity prices and declining demand forddnesian exports, leading to a
prediction of significant job losses. However, B02, Indonesia still documented 4.6% GDP
growth and 2.3% employment growth. Indonesia’$itgitio cushion the impact of the crisis
is mainly explained by its large domestic marked &aving better managed its domestic
banking and financial system (compared with itskivag system during the 1997 crisis) as
the GFC impact was transmitted through externdketiend ailing global financial systems.

When running for his second term as president B92&BY set much less ambitious
and more realistic development targets for 2014ctueve 5-6% unemployment rate, 8-10%
poverty rate, with GDP growth expected to reach (a% average GDP growth of 6.3% to
6.8% between 2009 and 2014). After the slowing defGDP growth in 2009 to 4.6%,
primarily due to the GFC, from the peak of 6.3%2007 (the highest GDP growth since the
1997/98 Asian financial crisis), Indonesia’s GDRewrat respectable 6.1% in 2010 and
projected growth for 2011 and 2012 have been uggrdd 6.4% and 6.7% respectively
(World Bank, 2011). Given these projections, thgdted unemployment rate of 5-6% by
2014 seems achievable. The ILO (2011) estimatesthigarequired average annual GDP
growth required to achieve an unemployment rat&.6% in 2014 is 6.69% The latest
unemployment figure, based on February 28akernasof 6.8% has further strengthened
the optimisnt’

Although the unemployment rate deteriorated atbiginning of the first term of SBY
presidency, later on the figures steadily improvgdemployment was on an upward trend
between 2001 and 2005, reaching its peak at 11.2%August 2005. Since then,
unemployment rates have been steadily declinimgaoh 6.8% in February 2011 (Figure 1).

3 The estimate is based on a descriptive approaaksiofj employment elasticity for the overall
economy, calculated from ILO (2011:22, Table 1.10).

14 A new sectoral employment projection based ongtloevth and employment performances of the
first SBY term in office (2005-09) offers furtheptimism. Using the 2005-09 average GDP growth
record of 5.6% and respective sectoral employmiastieities during the period as the benchmarks,
the open unemployment rate in 2014 is projectetheoat 5.3%, which is very much within the
targeted level of 5-6%. With the targeted GDP glowf 6.3-6.8% for the second SBY term, the
optimistic target of 5% unemployment rate by 20%4achievable. The estimates are based on
employment function for Indonesia from Tadjoeddi &£howdhury (2011).
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Figure 1. Unemployment rate, 2001-2010 (% of labouiorce)
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Note: The sharp rise in the unemployment rate s€H is due to definitional change. The unemplayed
includes those who are not working, but (a) acyivebking for jobs, (b) NOT actively looking for s, (c) have
jobs to start later, or (d) preparing a businesgjustment for definitional changes by Aaron et.(2D04) yields an
unemployment rate of 5.1% in 2001 and 5.8% in 2008ing the same adjustment factor, the unemploymnaga in
2007 would be around 6.0% as it was in 2000.

Source: BPS, all data refer to August SakernagpxXor 2011 (February).

Indonesia’s macroeconomic framework

The expansion of the economy in the first quarfe20il stood at 6.5% (year-on-year
basis). This is supported particularly by strongpak performance and accelerating
investments. Indonesia has maintained a stromglfigosition. The Government budget
deficit for 2010 was only 0.6% of GDP (well beloletapproved level of 2.1%), declining
from 1.6% in 2009. The debt-to-GDP ratio was stgaoin the decline between 2005 and
2010. The approved budget deficit for 2011 is 1&%DP, which is around three times the
outturn deficit in 2010; however World Bank’s (2Q1drojected budget deficit for 2011 is
only 0.9% of GDP. The reasons are higher proje¢ted revenues combined with an
assumption that disbursement rates remain below1d6 2011, the Government has
increased the budget allocated to infrastructucesacial assistance.

Indonesian has formally adopted the inflation tingeframework of monetary policy
since 2005 and the Bank Indonesia (Bl) rate has beed as a tool to control inflation. For
2010 and 2011 the target inflation rate is 5% wifhlus and minus margin of one percentage
point, while for 2012, the target is set at 4.5%hwd margin of one percentage point. The
CPI inflation in April 2011 was 6.2% (y-0-y) ands af May 2011, the current Bl rate is
6.75%?"° During 2009, Bank Indonesia lowered the Bl rater9.25% in December 2008 to
6.5% in August 2009 to mitigate the impact of thésis on the Indonesian economy;
however the rate was kept high in the pre-crisisope While the inflation-target-based
monetary policy was ineffective in taming cost-pusiflation, the high interest rates
associated with the Bl rate might have affectedrda sector of the economy in terms of
lower output and employment (Dhanani, Islam andv@iary, 2009).

5 Monetary Policy ReviewMay 2011, Bank Indonesia.
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Indonesia has recently introduced some capitalrcbmeasures that may assist with
macro-financial stability. In March 2011, the neserequirement ratio for foreign currency
deposits was raised from 1% to 5%, which is progdseincrease to 8% in June 2011. In
January 2011, a 30% cap on lenders’ short-termseasrborrowing was reintroduced (UN,
2011).

Table 1. Key macroeconomic data, 2001-2010

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

GDP growth

3.8 4.4 4.9 5.0 5.7 5.5 6.3 6.0 4.6 6.1

Inflation

12.5 10.0 5.1 6.4 17.1 6.6 6.6 111 2.8 7.0

IDR/USD (nominal)*) 10,266 9,261 8,571 8,985 9,751 9,141 9,164 9,757 | 10,356 9,078

Poverty rate

18.4 18.2 17.4 16.7 16.0 17.7 16.6 15.4 14.1 13.3

Unemployment 8.1 9.1 9.5 9.9 11.2 10.3 9.1 8.4 7.9 7.1

*) average monthly exchange rate
Source: BPS and Bl data

1.2 Unemployment profile: urban, young and educated

Since 1990, the unemployed have predominantly beesn, young people with senior
secondary education (Table 2). While the globaropnemployment rate in 2005 was
11.2%, urban areas recorded 14.2% and youths (Me&¢é old) a staggering 33.4%. The
unemployment rate among upper secondary schooligtreslwas close to 20%.

Table 2. Unemployment profile, 1990-2010 (% of labour force)

2002 2003 2004 2005 2006 2007 2008 2009 2010

Open unemployment 9.1 9.7 9.9 11.2 10.3 9.1 8.4 7.9 7.1
Male 7.5 7.6 8.1 9.3 8.5 8.1 7.6 7.5 6.1
Female 11.8 13.0 12.9 14.7 13.4 10.8 9.7 8.5 8.7
Urban 11.0 12.0 12.7 14.2 12.9 12.4 10.9 10.7 9.4
Rural 6.1 7.0 7.9 9.1 8.4 6.8 6.5 5.8 5.5
15-24 27.9 28.1 29.6 334 306 25.1 23.3 22.2 21.4
25-49 4.5 4.6 4.7 5.7 5.5 6.1 6.0 5.4 4.7
50+ 3.1 5.8 5.1 4.3 3.2 1.6 1.4 1.9 2.6
Primary or less 5.5 6.3 5.8 6.6 6.1 4.6 4.6 3.8 3.8
Lower secondary 12.3 11.7 12.7 14.1 12.9 10.7 9.4 8.4 7.5
Upper secondary 16.8 16.9 17.6 19.9 17.8 18.0 15.3 14.5 11.9
Tertiary 10.6 9.7 10.7 11.9 10.2 13.5 12.0 13.3 12.2

Ratio of unemployment rate

Urban to total 1.8 1.7 1.6 1.6 1.5 1.8 1.7 1.8 1.7
Youth (15-24) to total 3.1 2.9 3.0 3.0 3.0 2.8 2.8 2.8 3.0
Tertiary edu to total 1.2 1.0 1.1 1.1 1.0 1.5 1.4 1.7 1.7

Source: Calculated from BPS data, Sakernas (August)

Data since 2005, however, show two changes. Hltstpugh the unemployment rate
among the youths (15-24) is still the highest,at lbeen on a downward trend. Between
2005 and 2010, the unemployment rate among thehydetlined sharply from 33.4% to
21.4%, which is faster than the decline in the yslegment rate among the mature age of
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25-49. This might be attributed to the specific greons targeted to improve the
employability of young people since the early 20650s

Secondthe unemployment rate among people with terteycation is not declining,
while for people with upper secondary educatiorms itleclining significantly. This is an
indication of the success of the youth employmeogmams targeting specifically on upper
secondary school graduadtedn 2010, the unemployment rate among those witkieusity
education stood at 12.2%, while the overall unegmpkent rate stood at 7.1% (on a steady
downward trend since 2005). Between 2005 and 2iratio of the unemployment rate
among university graduates to the overall unempéynate rose from 1.1 to 1.7. This can
be partly explained by the increase in labour suppluniversity graduates looking for work
not being matched by an equivalent increase in ddnfier workers with these skills and
gualifications. In fact, the share of young workgged 25-30) with university education has
been increasing, especially among women (ILO, 20This trend is the result of a higher
attraction for the youths to enrol in higher edimatthat can be explained by increasing
salaries attributable to higher education. Figudegicts the increasing wage gaps between
workers with university education relative to thegéh only primary school background.

Figure 2. Wage gap by educational attainment (Workes with primary education = 100)
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Source: BPS, Sakernas, quoted from ILO (2011: 18)

The consistent declining trend of the open unempkyt rate looks very good and,
with three more years to go, Indonesia seems tonbeack to achieve its unemployment

% 1n 2002, Indonesia volunteered to be one of tme‘lead’ countries of the Youth Employment
Network. The Indonesia Youth Employment Networky @N) was established and a national Youth
Employment Action Plan was developed and launched2004. Preliminary work on youth
employment in Indonesia started in 2001 with thmesin studies (i) a national youth employment
report, financed by the Japanese Government; 6iraey on youth aspirations looking at 10 youth
focus groups with different educational backgrouretaployment status, and locations (in big and
small cities), financed by ILO Jakarta, and (iii)case study of MOMT experience in youth
entrepreneurship programmes, financed by SEAPA®R IO has been actively and consistently
supporting Indonesia with projects related to yaentployment since 2002.

" This might be attributed to the government progamboosting the coverage of vocational upper
secondary education (SMK) relative to the genemen secondary education (SMA) and other
related programs improving the employability of pgupeople, like the functions of the government-
run Vocational Training Centre (BLKBalai Latihan Kerjg.
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target of 5-6% by 2014. However, it has been wetikn since at least the 1960’s, that the
open unemployment rate is not a good measure ofogmpent progress in developing
countries. As Indonesia has graduated to the gobupiddle income countries, the focus
should be shifted to the quality of employmentheatthan on open unemploymepdr se
This would be more consistent with the ILO’s decemrk agenda that emphasizes the
quality of employment.

1.3 Beyond open unemployment: the quality of employment

Underemployment

Underemployment is defined as those working fos tsn 35 hours a week. There has
been virtually no improvement in the level of uretaployment between 2004 and 2010, its
share in total employment remaining around 33%fdct, the proportion of full time
employment (working for more than 35 hours per Weddclined slightly from 67.4% in
2004 to 67.0% in 2010 (Table 3). Furthermore, twentrends are also noticeable during
the period. The underemployed can be divided imto: tthose who are severely under-
employed with less 20 hours of work in a week a@mosé who work between 20 and 34
hours a week. One trend relates to the slight asmén the percentage of underemployment
with less than 20 working hours per week (Table T3)e other is the slight shift from
involuntary underemployment to voluntary underemgpient (Table 4).

Table 3. Under employment, 2004 - 2010 (% of total employment)

2004 2005 2006 2007 2008 2009 2010

Working hours per week

<20 hours 9.2 10.5 11.3 11.5 9.4 12.7 11.7
20- 34 hours 23.4 22.5 24.2 21.3 20.9 23.2 21.4
Total under-employment 32.6 33.0 35.5 32.7 30.3 35.9 33.0
Fulltime employment 67.4 67.0 64.5 67.3 69.7 64.1 67.0

Source: Calculated from BPS data (Sakernas, August)

Table 4. Voluntary and involuntary underemployment 2004-2010 (% of underemployment)

2004 2005 2006 2007 2008 2009 2010

Involuntary 48 48 47 49 48 49 46
Voluntary 52 52 53 51 52 51 54
Total underemployment 100 100 100 100 100 100 100

Source: Calculated from BPS data (Sakernas, August)

Employment in the informal economy

Despite the fact that the RPIJM 2004-2009 put angtemphasize on expanding formal
employment, the proportion of informal employmenttotal employment only declined
slightly during 2004-2010 (Table &) .The decline is primarily due to the slight decline

18 This is based on the traditional definition ofrfal-informal employment that is based only on the
status of employment (self-employed, employer, l@mgwage employee, casual wage labourer and
unpaid family worker). The wider definition of foahinformal employment is based on a

combination of two indicators, the status of empleynt and the types of employment. Types of
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the proportions of the self-employed and unpaidilfamorkers. The informal employment
figure in 2010 is no better than the situation befihe 1997/8 Asian financial crisis (Figure
3). The stagnant growth of formal employment du2@§4-2010 is in contrast to the rapid
expansion of the formal employment during the hggds# the New Order in the first half of
the 1990s (Figure 3).

Table 5. Formal and informal employment, 2001-2010 (as % of total employment)

2001 2004 2005 2006 2007 2008 2009 2010

1. self employed 41.6 42.5 40.7 41.3 41.3 41.6 41.0 39.5
2. employers 3.1 3.2 3.0 3.0 2.9 2.9 2.9 3.0
3. regular wage employees 29.3 27.2 27.7 28.1 28.1 27.5 27.8 30.1
4, casual wage laborer 6.7 8.7 10.5 10.6 10.4 11.0 11.0 10.1
5. unpaid family worker 19.4 18.5 18.0 16.9 17.3 16.9 17.3 17.3
Informal (1+4+5) 67.7 69.7 69.3 68.9 69.1 69.6 69.3 66.9
Formal (2+3) 32.3 30.3 30.7 31.1 30.9 30.4 30.7 33.1

Source: BPS, Sakernas

Figure 3. Formal and informal employment, 1990-2008% of total employment)
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Source: Nazara (2010: 19)
Real wages

Despite experiencing sustained economic growthsamaldily declining unemployment
rates during 2004-2010, the real wage was decliningtagnant at best during the period
(Figure 4). Two points are worth mentionirigrst, there was a sharp decline in the overall
real wage in 2005 due to high inflation after tigngicant cut in fuel subsidieSecondthe
drop in real wage in 2008 could be attributed ® tlegative impact of the GFC on wages
across the board. The overall real wage in 2009 stiidower than it was in 2004 and it
only fully recovered in 2010. In 2010, the real wag rural areas, has still not recovered to
its 2004 level. The stagnation of real wages isnewmre apparent for ordinary workers

employment includes: (1) professional, technicald amlated worker, (2) administrative and
managerial workers, (3) clerical and related woskdd) sales workers, (5) services workers, (6)
agriculture, animal husbandry, forestry workershérmen and hunters and (7) production and related
workers, transport equipment operators and labsuiEne share of the wider definition of formal
employment is a bit higher than the traditionalimiébn, however, both show similar trends overtime
see Nazara (2010) for details.
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(Figure 5); their real wage in September 2009 vilis18% lower than the situation back in
March 2005. More worryingly, Indonesia showed aptdecline in youth earnings between
2004 and 2009 (Figure 6)a trend that is also found in Egypt. This may t¥easense of

relative deprivation among the youths which caneptally lead to political and social
instability.

Figure 4. Average real wage of waged or salaried wer (2004 = 100)
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Figure 5. Real wage index for production worker bedw supervisory level (March 2005 = 100)
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Source: BPS, Quarterly Wage Statistics, as quoted from ILO (2011: 17)

19| am grateful to Patrick Daru of the ILO Jakartfice for pointing me to this figure.
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Figure 6. Median earnings for wage or salaried youmpworkers (USD 2005 PPP)
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Social security coverage and vulnerability

One important element of decent work is social sgcof the workers, and Indonesia
iIs very much behind from this perspective. Accogdio the latest data available (ILO,
2008), out of 36 million formal sector workers, pril6.8 million workers, or 47%, are
actually contributing tdamsostekTasperandAsabrischeme&® This means that only about
17% of the employed population is currently covebgdformal social security schemes.
This percentage has been declining as employmesit shifted towards the informal
economy or due to non-complying small business rprises, especially during the
economic crisis. This social security coveragenkkely to change dramatically in coming
years as the shift from informal to formal sectbiss been shown to be very slow or
stagnant. This means that the social security emeeof the employed population will
remain unchanged at a very low lefel.

In addition to the formal social security schenfes government has been providing
targeted social assistance for the poor. The motibie progress in social assistance is
related to two new initiatives: health insurancel #me cash transfer scheme for the poor.
These new initiatives took place against a backgtoof the inflation shock in 2005
following fuel price increases due to significaetmoval of fuel subsidies. A number of
observations are offered below.

20 There are four existing social security schemeslable in Indonesia. (1)amsosteks the social
insurance fund for private sector employers andr theployees. It provides four programmes:
Employment Injury, Death, Health Insurance, andaviplent fund type Old Age Benefit. (2aspen

is the fund for civil servants. It provides a retirent lump-sum, and a pension programme.A§&es
provides Health Insurance cover for public sectmpleyees and some others. (@3abriis the
counterpart fund for the armed forces and policprdvides similar lump-sum retirement benefits and
pensions. The Armed forces also have some hospitéteir own (ILO, 2008).

L |LO (2008:14) assessed that ‘there has been Viisible progress in respect of social insuranae fo
workers in the formal employment sector’.
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First, the health insurance for the poor, callé@@mkesmagqJaminan Kesehatan
Masyarakat — health insurance for the ppas the extension of coverage of the previous
health insurance for the poor (AskeskirAsuransi Kesehatan Masyarakat Miskimhich
entitles health card holders to free treatment ublip health centreRuskesmas- Pusat
Kesehatan Masyarakatnd hospitals. In 2009, 76.4 million people weovered by this
progran?” representing around 35 per cent of Indonesia’sr@iflibn population. The target
coverage of thdamkesmadoes not change for the 2012 budget.

Second an unconditional cash transfer program was Ihitiargeted at 15 million
households, later expanded to 19.2 million housihassessed to be in poverty or near-
poor. This program provides grants of Rp. 100,008%10) per month to the designated
households. Since 2007, the unconditional castsfeamprogram has been converted into a
conditional cash transfer program; that is casstex with conditions of sending children to
school and attending health centres. The targaipgr@are poor households with pregnant
women and children between 0 and 15 years of aljesel households receive cash for a
maximum period of six years. According to BPS, @ilion households are estimated to be
in this category. In 2010, the coverage of the d@mhl cash transfer program (PKH —
Program Keluarga Harapanwas 815,000 poor households and targeted to égenillion
households by 2014 with an allocated total budgébRB 9 trillion (USD 1 billion)

The above clearly indicates the absence of covashgay provisions of social security
for the majority of Indonesian population locatedtihie middle income strata. On the one
hand, the formal social security schemes covers &7%mployed population. This group
can also be assumed to be located in the top 17#teahcome strata. On the other hand,
although they are not comparable (in their coveragehe formal social security schemes,
social assistance schemes targeting the poor &BAr of the population located in the
bottom income strat®. These figures make the remaining majority (52%lndonesians,
located in the middle income strata, left totallycavered by any forms of social security.
This figure is unlikely to change significantly ime near future.

On the vulnerability of employment, the followinggd groups may be highlighted:
migrant and domestic worker, and child labour. Tl@ has been very active in supporting

the government of Indonesia in dealing wil ] B
Indonesia has not ratified the UN

these two issues. ) , )
Convention on the Protection of the Rights of
Migrant Workers and Their Families (1990). The
concern was that the ratification will only benefit
migrant workers working in Indonesia and not
necessarily Indonesian migrant workers working
overseas since none of the main destination
countries of Indonesian overseas migrant workers
have ratified the UN convention. Indonesia

There are around 4.5 millior]
documented Indonesian migrant worke
working overseas, while the undocuments
figures are estimated to be 2-4 times larg
Approximately 75% of them are womer
and the majority work as domestic worker
Overseas migrant domestic workers &

vulnerable, lacking in legal protection bot
in Indonesia and abroad. They are expos
to trafficking and forced labour practice

passed a law on the Placement and Protection of
Migrant Worker (Law no. 39/2004) and its revision
is now being scheduled. A law on domestic
workers has also been initiated and scheduled to
be debated in the parliament this year (2011).

% president SBY’s speech to the Parliament, 16 ALZ0&0.

% presentation of the Coordinating Ministry for SdiVelfare at MUSRENBANGNAS, Jakarta, 28

April 2011).

2 RPJM 2010-2014.

% This is by assuming that the coverage of thesestveial assistance programs for the poor to have

much overlaps, which is likely to be the case.
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throughout the entire migration cycle. Furthermotta, Indonesia alone, there are
approximately 2.6 million Indonesians, predomimamibmen, who are engaged as domestic
workers. Around 72% of them receive less than IDR,800 monthly salary, far below the
legal minimum wage of IDR 800,000-1,000,000. Thegrkvlong hours, mostly without
appropriate days off, and are prone to abuse withoy access to complaints and mediation
mechanisms.

In 2009, out of the total 58.8 million children algg-17, about 4.05 million or 6.9%
were working children. Out of the total working lciien, 1.8 million or 43.3% % were child
labour, defined as all persons aged 5 to 17 yehars during a specified time period, were
engaged in one or more of the following categodksctivities: (1) worst forms of child
labour, and (2) employment below the minimum ageeimployment or work (BPS and
ILO, 2010). The RPJM 2010-14 has a target of pgllt 28,000 children from the worst
forms of work by 2014°

Declining employment elasticity

The above discussion suggests that Indonesia shmdde beyond the open
unemployment rate as one of its main developmegets. Instead, the focus should be on
the quality of employment. This argument is supgubity the fact that sectoral employment
elasticities with respect to output have been ooatisly declining, as can be gleaned from
Table 6, where employment elasticities are preskfatethree periods: pre-crisis, post crisis,
and the first SBY presidency. The decline in outplasticities of employment is not
necessarily bad news. In fact it is inevitabletteseffect of further growth will be more on
employment quality and less on unemployment redoctand economic growth will be
more driven by productivity improvements. Technatadj change would tend to reduce
employment elasticities.

Table 6. Output elasticities of employment by sectors

Sectors Precrisis Postcrisis Sectors SBY- 1stterm
1993-97  2000-06 2005-09

Agriculture, fisheries and forestry 1.576 1.132 Agriculture 0.653
Mining, quarrying, electricity, gas, water 0 0.492 Mining, quarrying 0.287
Manufacturing 2.488 0.408 Manufacturing 0.000
Electricity, gas, water 0.825

Construction 0.931 0.563 Construction 0.753
Trade, hotel, restaurant 1.345 0.874 Trade, hotel, restaurant 0.524
Transportation, communication 1.16 0.703 Transportation, communication 0.000
Finance 1.008 0.632 Finance 0.000
Services 0411 0.316 Services 0.460

Note: pre- and post-crisis estimates are taken from Tadjoeddin and Chowdhury (2011).

% 1n 2001, the Government of Indonesia establishdtional Action Committee on the Elimination
of the Worst Forms of Child Labour, which prepaseNational Action Plan.
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2. National employment policy in Indonesia

2.1 The context: Indonesia’s development plan

Indonesia has never had a stand-alone Nationaldmgint Policy or a white paper on
employment policy at the national level. A sectimm employment is part of the overall
national development planning documents.

Significant progress with respect to economic dmwelent only started when the
military backed and centralistic New Order regirme by President General Suharto came to
power after the failed communist coup in the mi&df After the stabilization program in
the late 1960s, the first 25-year long-term dewvelept plan (PJP Pembangunan Jangka
Panjang was set for 1969-1994. The long-term plan wasddi} into five-year medium-
term development plans (REPELITARencana Pembangunan Lima Tahuhhe socio-
economic outcomes of the New Order were remarkable Indonesia was applauded as part
of the East Asian economic miracle (World Bank, 399 The second long-term
development plan was set for 1994-2019; howevevag interrupted by the 1997/98 Asian
financial crisis and subsequent regime change antbdratization in 1998. The New Order
regime collapsed in the last year of its sixth medierm development plan (REPELITA).
Soon after that, the country also embarked on iaablig-bang decentralization program.

The sixth REPELITA was the first medium-term deyaient plan of the New Order’s
second long-term development (PJP). It was addptédbrch 1994 by presidential decree.
The document consisted of four volumes. The fise alealt with the macro picture
regarding economic outlook, development objectieesl targets, and macroeconomic
framework. The second and the third volumes datadlectoral development policies in a
total of 39 chapters including a chapter on ‘mangoand the expansion of employment
opportunities’. The fourth volume outlined regiortvelopment plans for each of the
country’s 27 provinces (sub-national administrativgs).

In its opening paragraph, the manpower chapter raasjgecific reference to the 1945
Constitution, article 27, clause 2Seétiap warga negara berhak atas pekerjaan dan
penghidupan yang layak bagi kemanusigawery citizen has the right to hadecent work
and decent life for humanity). This was a reminodiethe nation’s visionary goal set by its
founding fathers; however, the chapter did not @ate on what was actually meant by
decent work, not did it articulate the steps rezpliio achieve the grand vision. The chapter’s
sections on employment objectives and targets madspecific reference to decent work
although they touched on some elements of it.

In May 1998, after 32 years in office, Presidenbh&to was removed from power and
following the constitution, vice-President Habilwas elevated as a new president leading a
transitional government. The Habibie presidency prasoccupied with the democratization
agenda, macroeconomic stabilization after Indonesis hit by the 1997/98 economic crisis
and dealing with the impacts of the crisis. Indomesas without any medium term
development plan during this period.

In October 1999, the new general session of pe@gsembly (MPR) elected
Abdurrahman Wahid as the first democratically edddPresident of Indonesia. The general
session also issued a decree on a state guidéliBelN — Garis-Garis Besar Haluan
Negarg for the next five years (1999-2004). Based onrtee state guideline, the national
planning agency (BAPPENAS) took an initiative inaffing a national medium-term
development plan called PROPENA®rggram Pembangunan Nasional National
Development Program) for 2000-2004. The PROPENAS adwopted as a law agreed by the
parliament (and the government) in November 2000.

PROPENAS was essentially similar in stance to tieipus REPELITA as a national
document of medium-term development plan. BAPPENA& the key institution in
drafting both documents. The key difference washim process of drafting and adopting
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them. REPELITA was purely technocratic and centrathfted planning document issued in
the form of a presidential decree. Although PROPEN#as also a technocratic document,
the drafting process was done through series ofligguipnsultations involving line
ministries, local government units, academia and sbciety organizations in the national
capital, Jakarta, as well as in selected proviragitals. Then, the draft was debated in the
parliament (DPR Bewan Perwakilan Rakygabefore it was adopted as a law.

PROPENAS 2000-2004 consisted of 12 chapfevghere economic development was
one of them. The economic chapter contained seesmlabment programs and the first
covered ‘poverty alleviation and the fulfilmentéople’s basic needs’. The development of
manpower and social security system were coverguniiis poverty alleviation program.
The manpower component made a reference to thetdeoek and decent life visions of the
constitution. The document stated: “Manpower dgwalent is aimed at providing job and
business opportunities for every workforce, so thay can enjoy decent work and decent
life as outlined in the 1945 Constitution, arti@&, clause 2”. Furthermore, “manpower
development is directed to enhance the competeontidse labour force, improve wages,
guarantee welfare, protect workers and ensure umights”. The program on the
development of a social security system culminatethe passing of the law on National
Social Security System in October 2G84.

2.2 Forms of national employment policy

National employment policy in Indonesia can be tedan two places. First, it relates
to employment regulations in the form of laws, gowmeent regulations, presidential decrees,
etc. Second, it relates to the employment policsnponent of the medium-term national
planning documents.

Employment regulations

Five major pieces of labour-related regulationsehbegen enacted since 1998 and the
collapse of the New Order regime: the manpower (laawv no. 13/2003), the law on trade
union (Law no. 21/2000), the law on industrial ditgs settlement (Law no. 2/2004), the law
on national social security system (Law no. 40/32084d the law on placement and
protection of overseas migrant worker (Law no. 89A4).

The law on manpower represents comprehensive digisl on labour relations. The
law was proposed to the parliament on behalf of gogernment by the ministry of
manpower that was headed by a minister from thewgnparty in the 1999 parliamentary
elections, PDIPRartai Demokrasi Indonesia Perjuangatthe Indonesian Democratic Party
of Struggle). The party constituents are mainly ic@nfrom poorer Indonesians, including
labour. In fact, the minister at that time (Mr. dadNuawea) was also the chairman of the
largest labour union in the country while servirggaaminister of manpower. There was an
accusation that the passing of the law had the degeh gaining popularity for political
parties in the 2004 parliamentary electibhs.

2" The 12 chapters were: (1) introduction, (2) natlosevelopment priorities, (3) law, (4) economy,
(5) politics, (6) religion, (7) education, (8) soaultural, (9) regional development, (10) natural
resources and environment, (11) defence and sgeunit (12) conclusion.

8 Law no. 40/2004 oSistem Jaminan Sosial Nasiorfhlational Social Security System).

# Interview, Jakarta, April 2011.
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The manpower law is very controversial in Indonelias seen to be very protective of
labour (in the formal sector), especially in terofisegulations related to severance pay rates
and dismissals, short-term contracts and outsagiraivd minimum wages. The employers
feel that they are on the losing sitld=or some, Indonesia is viewed to have the moal rig
labour market regulations in the region (World BaBR10). On the one hand, the labour
market rigidity has been blamed for the dismal grenfince of the labour market, especially
the stagnant growth of formal sector employment tuéts effect on business climate
(World Bank, 2010; Manning and Roesad, 2007). Gn dther hand, some believe such
regulations are necessary to protect workers apautarights. They could also promote
productivity and growth in the long run (Dhananglain and Chowdhury, 2009).
Furthermore, ILO (2010) argues that the claim dfolar market rigidity resulting in poor
investment climate that reduces employment creadioot supported by empirical evidence.
The declining trend of the unemployment rate dur2@05-2010 indicates that the
Manpower Law cannot be blamed for poor labour madkgcomes® The World Bank’s
Doing Business survey enlisted labour market reéguia as only one of the ten factors
affecting the overall index of ‘ease of doing besis' in which Indonesia ranked 122 out of
183 economies in 2010. More importantly, the valokggidity indices related to different
components of employing workers were virtually dans during 2003-2007 (Table 7).
Furthermore, according to an executive opinion eyrlsy the World Economic Forum,
labour rigidity was not among the top-five obstadie operating a business in Indoné3ia.
An investment climate survey in 2007 by the Uniitgref Indonesia listed macroeconomic
instability, transport and corruption as the topeéh constraints while labour regulation
ranked eleventh (LPEM-FEUI, 2007).

Table 7. Indices related to employing workers in Indonesia, 2003-2007

2003 2004 2005 2006 2007
Difficulty of hiring index 72 61 72 72 72
Rigidity of hours 0 0 0 0 0
Difficulty of firing index 60 60 60 60 60
Rigidity of employment index 44 44 40 44 44
Firinf cost as % of salary 10 10 10 10 10

Source: World Bank’s Doing Business Survey, cited in Dhanani, et al (2009: 161)

The first SBY administration had an agenda of rémgithe manpower law to create a
more flexible labour market as explicitly statedtle RPJM 2004-2009 (expanding formal
sector employment through improving labour marketibility) and the revision of the 2003
manpower law was high on the political agenda.drye2006, the government circulated a
list of proposals to revise it, mainly focusing eaverance pay, fixed term contracting,
minimum wages and outsourcing issues. The unionemewt resisted these changes and
initiated large-scale demonstrations, promptinggtréernment to stop its reform attempt.

It is often argued that while Indonesia’s high jure severance rates deter foreign
investment and discourage entrepreneurs from ogeagw businesses, the severance pay
provisions - seen by the workers as a social ptioteavhen facing job termination or

% Interview, Jakarta April 2011.

31 Dhanani, Islam and Chowdhury (2009) also makemilai point based on their analysis of labour
market outcomes during 2000-2007.

32 World Economic ForumiThe Global Competitiveness Report 2009-2010
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unemployment in the absence of unemployment bensfliemes - have not been effective
in protecting workers. According to 2008 data, o8¥% of all eligible workers who
separated from a job actually received severange @& those workers who actually
received severance pay, 78% collected less thararttmunt to which they were legally
entitled (World Bank 2010). On paper, the regulaiavill only benefit workers with a
permanent contract (less than 3% of the workfoare) unionized employees (11% of wage
employees). Regulations, however, are largelyauaht for the 92% of all workers who are
either employed without a contract or work in thibimal sector.

It seems that the manpower law could only be reéariim the presence of clear social
security provisions. The rigid severance conditiohthe manpower law are indeed seen as
substitutes for the lack of a comprehensive s@galrity system. From this perspective, the
strong objections to the planned revision of thepaaver law in 2006 could be understood.
More recently, the second attempt to revise the has been soon muted, although the
Indonesian Institute for Sciences (LIPI) had beequested by the tripartite institutions to
conduct a study for the revision. The leak of aefdkaft quickly sparked demonstrations by
trade unions.

Much progress on the revision of the manpower kwery unlikely to happen in the
near future. The government seems to be a bit nerea this issue as they do not want to
see a new huge labour demonstration re-emergethikeone that occurred in 2006. The
government proposal to include the revision of noavgr law in the 2011 PROLEGNAS
(Program Legislasi Nasionaljvas rejected by the parliament in 2011. Internaktiens
within the ministry of manpower, the departmentpmssible for the revision of the
manpower law on the government side, had indicdtatithey would be unwilling to start
any initiatives unless the trade union and empl@gsociation have come to agreements on
crucial articles of the law. However, the governtriegs listed the revision of manpower law
(especially articles related to severance pay,ooutsng and contract agreement) as a top
priority to support the newly initiated Indonesiangj-term economic master pl&hThe
process of the revision is scheduled to start byetid of 2011.

The focus in 2011 is to pass the law on the So8ecturity Agency Badan
Penyelenggara Jaminan Sogials mandated by the 2004 law on national socielirig
system. But opinions are divided. One side saytstitfealaw on social security implementing
agency can proceed by referring to the alreadyrsgear-old law on social security system.
The other side believes that it can only be doner @he revision of the law on social
security system due to weaknesses and inconsisgeatthe law'

There is also another opinion, mainly voiced byd¢raunions, calling for a more
comprehensive approach. According to this view,rthasion of manpower law should be
done in one package with the revision of the 1982 én JAMSOSTEK Jaminan Sosial
Tenaga Kerja)— social security for formal worker in the privatector) to ensure
harmonization, so that the less rigid manpower igubject to clearer provisions of social
security. Both laws are mainly concerned with fdrmarkers in the private sectdt This

% presentation of the Coordinating Minister for Eomic Affairs at the MUSRENBANGNAS, 28
April 2011 Musyawarah Rencana Pembangunan Nasienélational Development Plan Meeting).
MUSREBANGNAS is an annual national meeting of cahtind regional governments on national
development plan.

% See also ILO (2008).

% Trade unions only represent a tiny fraction of théonesian labour market. They represent less
than 10% of formal sector employees, or approxilpa&d&o of the total workforce in Indonesia.
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implies that all kinds of social security shouldt i@ placed together in the 2004 law on
social security system due to the labour markeneegatior?®

Against this backdrop, it seems that substantiaiuaiudistrust between workers and
employers are very much still present. On the ardhworkers say that they will be ready
for a more flexible manpower law only after thewdaseen a clear provision of social
security from the development of a comprehensiv@atgecurity system. They would not
be willing to relax the current rigidity of manpomlaw before social security provisions are
made clear. On the other hand, employers are cesutim this condition as there is no
guarantee that workers would not resist the rengsiof manpower law after the provisions
of social security are made cléaAs the trade unions and employers’ federatiomaainly
representing the formal sector of the economy, gimdn such mutual distrusts, there are
grounds for the argument of handling the two law®me coordinated package. However,
this alternative is unlikely to happen as the prditmood now is on the passing of the law
on the social security implementing agency.

Employment policy components of the Medium-Term Dev elopment Plans
since 2004

Since 2004, elements of a national employment palan be found in the Medium
Term Development Plan (RPJM). The National Longat&evelopment Plan (RPJP) 2005-
2025 was adopted as a law in 2007 (Law no 17/200¢. RPJP is based on the vision
enshrined in the Constitution in the form while RBJM is based on the presidential vision
and issued as a presidential decree. Under this meghanism of national development
planning, the first RPJM was developed for the querof 2004-2009 and the current one
covers the period 2010-2014. RPJM is essentiakly dbntinuation of PROPENAS and
REPELITA, where the BAPPENAS serves as the dratiagn.

As Indonesia has been consolidating its democracynbre than a decade and praised
by the international community for such achieven&hit is most likely that the current
system of RPJM will continue in the future. It lmstrong basis in the 2004 law on national
development planning system and the 2007 law oiomaltlong term development plan
2005-2025.

RPJM 2004-2009

How did employment get into the RPJM in the firthge? By default, the national
medium term development planning documents alwaysain chapters on employment as
can be seen in the six REPELITAs (1968-98) of tleevNDrder and the PROPENAS 2000-

% Interview, Jakarta, April 2011.

3" This is parallel to the idea of the grand bargairregulatory reform proposed by the World Bank
(2010). On the one hand, the rigid manpower lavds¢e be made more flexible and at the same time
workers are provided with social security provisothrough the national social security system.
Therefore, the current stalemate of lose-lose ipositbetween workers and employers could be
transformed into win-win outcomes.

¥ |Indonesia is seen as the most stable democra®yiitheast Asia and has been a key reference as a
democratic transition success story (Mietzner, 20I8e Indonesian case has been much referred in
discussing prospects for democratisation in theaatic developing world as in Myanmar and the
current worldwide headlines on the Arab spring.
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042° Furthermore, the SBY-JK vision and mission docunfenpresidency in 2004, which
served as the basis for the RPJM 2004-09, explitstid down two main development
strategies: (1) the fulfiiment of peoples’ basightis, and (2) the creation of a strong
foundation for development. The first of the basghts listed is peoples’ right to decent
jobs. The basic rights or entitlement approacim isnie with the poverty reduction approach
adopted by the 2004 PRSP docuniéiit.should be noted that Jusuf Kalla, who was SBY’s
running-mate as Vice President in 2004, was seraithe Coordinating Minister for Social
Welfare while the ministry was in charge of the PR®@ocess. The ILO Jakarta played a
very active role during the PRSP formulation precesd advocated, among other, for the
entitlements approach.In addition, with funding from DFID, a coalitionf dndonesian
NGOs called GAPRIGerakan Anti Pemiskinan Rakyat IndonesiAnti Impoverishment
Movement for Indonesian Citizens) also stronglyahted for the rights based approach to
poverty reductiod’ The Manpower Directorate of the BAPPENAS consukegh of the
general directorates within the Ministry of Manpavire preparing the manpower section of
the RPJM. The Ministry in charge of employment wass given a possibility to inform and
influence the employment component of the RPJM.

The RPJM 2004-2009 defined three objectives: (1¢reate a secure and peaceful
Indonesia, (2) to create a just and democraticried@, and (3) to improve the welfare of
the Indonesian people. On the last one, the kegldpment targets were to reduce poverty
and unemployment rates to 8.2% and 5.1% respegtbye2009 and average annual GDP
growth was targeted at 6.6% for 2005-2009. Ninerjties were defined to achieve these
targets:

Poverty reduction

The enhancement of investment and non-oil and x@eres
Improvement of manufacturing competitiveness

Agricultural revitalization

The empowerment of co-operatives and micro-smatliome enterprises
Improvement in the management of state-owned atigeg
Improvement in science and technology

Improvement in manpower climate

Improvement in macroeconomic stability

CoNoOh®WNE

The priority on improving the manpower climate wiasused on (a) expanding the
formal (modern) economy and (b) enhancing workpreductivity. The key intervention to
expand formal employment was to make the labouketanore flexible. The manpower
section of the RPJM 2004-2009 made no referentieetdecent work agenda.

% These five year medium term development plan desisn always contained chapters on
‘expanding employment opportunities and ‘manpowdt’should be noted that the New Order
development was strongly characterized by sectamdl centralistic approaches and manpower was
treated as one of the development sectors.

40 Government of Indonesia (2004trategi Nasional Penangulangan Kemiskir(lational Poverty
Reduction Strategy), or Indonesian PRSP.

“ The ILO’s conceptual framework on decent work poderty in Indonesia stated, ‘the conceptual
framework for taking forward the ILO’s work on poatereduction is grounded in the twin concepts
of entitlement and equity and the fact that formpoeople, work is the main and often only way tb ge
out and stay out of poverty’ (ILO, 2004: 1).

“2 Bahagijo (2005).
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The employment component was also found in theriprion poverty reduction. As
already mentioned, poverty was seen to be rootéueifailure in the fulfilment of the poor’'s
basic rights. Basic rights include right to heaiiucation, housing, food, clean water, land,
participation and employment. Therefore, one sisater poverty reduction in the 2004-09
RPJM was the fulfilment of citizen rights to futh@ productive employment.

In February 2005, President SBY laid out his vidiena ‘triple-track strategy’ of pro-
growth, pro-poor and pro-jof3 The coordinating minister for economic affairsoalsferred
to the triple-track strategy in his July 2005 spe®cThe RPJM 2004-2009 was already
formulated and the approach came to be viewed gnasea political jargoft However, the
strategy was pushed forward. In December 2006Ptiesident led a coordination meeting
with 12 ministers within the economic portfolio aBdyovernors of Java on the key agenda
of tackling poverty and unemployment that attractedsiderable media coverage.

RPJM 2010-2014

The RPJM 2010-14 consists of 11 main national jliést*® To achieve these priorities,
the development plan is categorized into 9 devetayrfield$’ elaborated in 9 chapters and
economics is one of them. The economics chaptetac®) among others, sections on
‘manpower competitiveness’ and ‘social securify’.

The manpower section in the economics chapter népeg that the main problem of
employment is the limited opportunities for the dab force to obtain decent work
(terbatasnya kesempatan untuk memperoleh pekerjang fpaik. This is due to (i) the
segmented nature of the Indonesian labour marketrevaround 70% of employment is still
in the informal sector and (ii) the relatively loeducation level of the workforce, where
around 70% of workforce is only equipped with junsgcondary education qualification or
less. Therefore, the first directive of the manpodevelopment is to “enhance the creation
of decent work, which is productive employment witle adequate protection and social
security” (Mendorong terciptanya kesempatan kerja yang baikcédt work), yaitu
lapangan kerja produktif serta adanya perlindungan jaminan sosial yang memaydi

43 3.B. Yudhoyono (2005), ‘Indonesia: The Challenfi&Cbange’, The Singapore Lecture, Institute
for South East Asian Studies, February 16. Attilme the speech was delivered, the Presidency of
SBY was three months old. See alsoBusiness Week 4 July 2005
http://www.businessweek.com/magazine/content/05341065.htm

*4 Bisnis Indonesia7 Juli 2005, “Triple track strategy untuk gerpertumbuhan”.
*5 Interview, Jakarta, April 2011.

6 The 11 main priorities are (1) bureaucratic refo(®) education, (3) health, (4) poverty reduction,
(5) food security, (6) infrastructure, (7) investmhand business climate, (8) energy, (9) envirortmen
and management of natural disasters, (10) leftdaghrontier, outermost, and post-conflict areas,
(112) culture, creativity, and technological inndeat

“" The 9 fields are: (1) Sociatulture and religion, (2) economics, (3) Sciencd gthnology, (4)
infrastructure, (5) politics, (6) defence and sdgur(7) law and state apparatus, (8) regional and
spatial planning and (9) natural resources an@tivironment.

“8 The complete list of development strategies wittiie economic chapter are: (1) investment
enhancement, (2) exports enhancement, (3) impraeimgsm competitiveness, (4) improving people
purchasing power, (5) state finance, (6) monetgapiksation, (7) financial sector stabilisatioB) (
industrial revitalization, (9) manpower competitiess, (10) empowerment of cooperative and micro-
small-medium enterprises, and (11) social security.

60



is said that the adoption of such visionary direzton decent work was inspired by the
ILO’s decent work agendd.In fact, the vision of having decent work and dedde for
each and every Indonesians is written in the Indiame1945 Constitutiorf however, the
employment section of the RPJM 2010-2014 makeseferance to this particular article of
the Constitution. It has to be recognized that, mared to the previous RPIJM 2004-2009 or
to PROPENAS 2000-2004, the RPJM 2010-2014’s adoptiothe ‘decent work’ phrase
literally in English is a major indicator of progsein light of the ILO’s decent work agenda.

The RPJM 2010-2014 also stresses the triple-trareitegy of pro-growth pro-poor
and pro-job, but now with a new additional track, namglgo-environmentas Indonesia’s
response to the climate change agenda. So, itvisanfour-track strategy. However, one
cannot really observe the articulation of #hre-job component, as in the case of the other
two (pro-growth and pro-poor). It seems that thejpb agenda has not been mainstreamed
and treated on an equal footing with the other $tvategies. Pro-job is very much assumed
to be a by-product of the other two: pro-growthattgy and pro-poor policy, as the
combination of pro-growth and pro-poor is seenrasmelusive growth strategy.

The mainstreaming of pro-growth and pro-poor hasnbevident. By default, the
Indonesian development plan has always been pnstigrasince the New Order’'s
REPELITAs. All development efforts were to supptive achievement of high economic
growth. During the New Order, even political rightere supressed in the name of stability
to ensure high economic growth.

Box 1. Infrastructure development and the new economic master-plan

It is estimated that the total funding required to finance infrastructure development for 2010-2014 is
IDR 1,924 trillion (USD 214 billion) or around 5% of GDP; where IDR 560 trillion is from the central
government budget, IDR 355 trillion from regional governments (provinces and districts) budgets, IDR 685
trillion is expected from private sector and state own enterprises and the rest is the gap that needs to be
otherwise funded. In January 2009, Indonesia formulated a IDR 73 trillion fiscal stimulus package (1.4 per
cent of GDP) to respond to the GFC. The package included tax cuts, tax subsidies and a substantial
increase in infrastructure investment. The infrastructure component was worth IDR 12 trillion, which was
estimated to have created at least 1.2 million new jobs.

Recently, on 27 May 2011, President SBY launched the Master Plan for the Acceleration and
Expansion of Indonesian Economic Growth 2011-2025. The master plan is to complement the Indonesian
long term development plan of 2005-2025. The new master plan adopts three main strategies; (1) the
development of six economic corridors with the main objective being to create new growth centres in the
outer islands, (2) the strengthening of national connectivity, and (3) the acceleration of human resource
and science capabilities. During the launching, President SBY announced 17 new infrastructure projects in
four regions worth IDR 190 trillion (UDS 21 billion). The projects include nation-wide Internet broadband
access, hydropower and solar power plants, a modern steel mill, a palm oil industry zone, access roads,
toll roads, airports, dams, reservoirs, as well as nickel, cobalt and aluminium facilities throughout the four
economic corridors of Sumatra, Java, West Nusatenggara-Bali and Maluku-Papua.

Concerns and commitments to poverty reduction Heeen increasingly strengthened.
It was probably in 1994 that the issue of povedguction made a significant headline for
the first time. It was at the end of the first 28ay long-term development plan (1969-1994)
of the New Order regime. Despite the poverty rateirig been reduced from 60% to 14%
during the period, the absolute number of poor [geepas still at 27 million. A new

9 Interview, Jakarta , April 2011.

%0 Article 27, clause 2.
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commitment for poverty reduction was manifestedntyain the program callethpres Desa
Tertinggal (IDT — Presidential Instruction for Disadvantagéitlages) that provided a block
grant for each poor village all over the countriieTgovernment responded to the significant
increase in the poverty rate due to the 1997/98@uix crisis with a range of social safety
net programs.

In 2001, the Committee for Poverty Alleviatiokigdmite Penanggulangan Kemiskinan
was established with a presidential decféEne committee was headed by the Coordinating
Minister for social welfare. The committee was &$ko provide policy advice, produce the
Poverty Reduction Strategy paper (PRSP), and tatorasnd report on poverty alleviation
directly to the President. The anti-poverty prograras further strengthened with the
completion of the national PRSP in 2004 that waer l&ully adopted in the RPIJM 2004-
2009. In 2005, the committee was replaced by therd@oation Team for Poverty
Eradication (TKPK -Tim Koordinasi Penanggulangn Kemiskipamlso headed by the
Coordinating Minister for social welfare, with wid@volvement of line ministrie¥. In
2010, the coordinating team was elevated to beNtiteonal Team for the Acceleration of
Poverty Eradication (TNP2K Fim Nasional Percepatan Penanggulangan KemisRinan
chaired by the Vice-President, while coordinatinignsters for economic affairs and social
welfare affairs serve as deputies to the chairfi@unor supports on poverty reduction has
also been evident; recently, in support of the walrthe TNP2K and responding to the Vice-
President’s request for assistance to his officepfiverty coordination, AusAID has put a
proposal for a Poverty Reduction Support Facilityridonesia?

* Presidential Decree no. 124/2001.

%2 presidential Regulation no. 54/2005.

%3 See also Suryahadi, et al (2010).

> AusAID (2010). Before, in December 2007, Indonesfaesident SBY and World Bank President
Robert B. Zoellick launched a USD 33 million Mubidor Support Facility, which provided key

technical assistance and strategic oversight fercthuntry’s main poverty alleviation program, the
National Community Empowerment Program (PNPM).
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Box 2. Employment guarantee scheme

In 2005, a proposal for a national employment guarantee scheme was put forward by the
ILO and BAPPENAS. The program aimed at helping to alleviate situations of poverty and
un/underemployment, and creating productive assets and services for the economy. The program
rests on three pillars: (1) employment creation for the poor, particularly in rural areas and the
hinterland, for a maximum of three months in a year, (2) productive asset formation in the local
economy, (3) extension of human development options to the workers and their households. The
program proposes to target about 15 million poor households with an annual budget of about IDR
31.9 trillion (USD 3.2bn); however, given the fact that not all poor households will have able-
bodied workers available, and those who have might not offer themselves for all the three months,
the estimate of expense might not exceed IDR. 20-24 trillion.

Even though the country has had long standing Padat Karya (labour intensive)
programmes, it seems that the employment guarantee has not been adopted.

However, the social assistance component of the poverty reduction strategy of the RPJM
2010-2014 has an anti-poverty Padat Karya program,” which is aimed at providing temporary work
for the unemployed while building community infrastructures. This program is managed by the
Ministry of Manpower. By 2014, the target is to provide temporary employment for 384,000 people
in 360 districts with a total budget of IDR 857

billion (USD 95 million).

" The poverty reduction programmes are clustered into three groups: social assistance, community
empowerment and micro-small enterprises.

While recognizing the progress on how the currdhiifR treats employment policy, the
following cautionary notes are worth listing. Fjnstseems that the RPJM 2010-2014 agenda
on decent work is still quite ‘soft’. It needs te bmore precise, as the Indonesian
Constitution clearly puts a grand vision for ‘decetwrk and decent life for all Indonesians’.
‘Decent work’ could be seen as the main road toexeha ‘decent life’. Second, although
decent work is mentioned in the Constitution, tlBey2ar national long term development
plan (RPJP 2005-2025) that was adopted as a 1&00@ does not make any reference to
decent work. Third, there is a potential problemaiticulating the RPJM’s decent work
objective as the government tends to be overwhelbyethe main target of reducing the
open unemployment rate, alongside with poverty cedo. Changing someone’s status from
‘unemployed’ to ‘employed’ does not necessarily méaat newly created employment is
decent as in the case of most of employment inrtfeemal economy. The strategy of pro-
jobs might be seen as a priority to reduce the apaployment rate only. This could be
problematic as the notion of ‘achieving productarel full employment and decent work for
all Indonesians’ has a much deeper meaning than wmight be implied by the pro-job
strategy as the notion lies at the heart of devetoq itself.

The Strategic Plan of the Ministry of Manpower and Transmigration

Another planning document that is relevant for empient policy in Indonesia is the
medium term strategic planning document of the Migiof Manpower and Transmigration
(MOMT). As stated in the 2004 law on national depehent planning system, referring to
the RPJM, each central government ministry develbps own strategic plan for the same
duration. BAPPENAS is mandated to monitor the elation of RPJM into strategic plans
of line ministries and agencies, as well as redigogernments. In line with RPJM 2009-
2014, the MOMT strategic plan 2009-2014 literallyopts the nine policy directives on
manpower, in which the first policy directive is tenhance the creation of decent work,
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which is productive employment with the adequatetgmtion and social security”.55
However, the role of the MOMT is limited in scope #he ministry mainly deals with
industrial relations in the formal sector.

The ministry has four directorate generals dealiiitth manpower issues: (1) training
and productivity, (2) manpower placement, (3) indak relation and workers’ social
security, and (4) labour inspection. It can be shad the role of the MOMT is limited to the
supply side of the labour market, mainly in tharal sector, while the ministry virtually has
no influence on the demand side of the labour m&&e

Box 3. Micro, small and medium enterprises program

Supporting and empowering the micro-small-medium enterprises is a key component of the poverty
reduction strategy. The program has three objectives: (1) providing access to finance for micro-small
enterprises with collateral from the government, (2) opening market access, and (3) improving business skills
and management. Chief among the three is the provision of KUR (Kredit Usaha Rakyat — People-based small-
business loan), launched in 2007. KUR is aimed at (i) accelerating the development of real sector and micro,
small and medium enterprises (MSMEs), (i) improving the MSMEs and cooperatives’ access to financing, and
(iii) combatting poverty and expanding work opportunities. During 2007-2009, the total amount of loans made
by the KUR program was IDR 16.4 (USD 1.8 billion) given to 2.3 million creditors, as many as 96% of which
were micro creditors with loan value of less than IDR 5 million (USD 550) each.

Source: RPJM 2010-2014.

Youth employment

The Indonesian Youth Employment Network (IYEN) dhd resulting Indonesia Youth
Employment Action Plan (IYEAP). Youth employmentshaeen strongly highlighted at the
RPJM 2010-2014. Recently President SBY made daadl global coalition to tackle youth
employment in an address to a special sessiorneaf@dth International Labour Conference
(ILC) in Geneva. Before that, in early 2011, théllcountry office was requested by the
vice-President’s office to give a presentation ontit employment. These encouraging signs
cannot be separated and should be viewed as tlw®moes of the ILO country office
advocacy on the issue. Not only that, policy adegda strengthened by and strongly related
to the presence of ILO projects on the ground oatlycemployment that is aimed at
improving the employability and capacity for entepeurship among the youths through
improved access to high quality, relevant educatiand training opportunities.

2.3 The Policy Making Process

The national development planning agency, BAPPEN#Bays serves as the drafting
team of any national development planning documekdsmentioned earlier, the way the
REPELITA, including its employment section, wasftid during the New Order was very
technocratic and centralistic in nature. This i$ sarprising given the authoritarian and

% The other eight policy directives are: (1) to emteathe creation of employment opportunities in all
development sectors, (2) to enhance the conditidrtlde mechanisms of industrial relation in oraer t
enhance employment opportunities, (3) to improvepleyment regulations, (4) to develop social
security and labour empowerment, (5) to improvekepicompetency and productivity, (6) to create
employment opportunities through government prografm) to improve migration and development
policy and (8) to improve labour market information

*% This point is also found during field interviewJakarta, April 2011.
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centralistic political system of that era. As noteefore, the technocratic process of the
drafting of PROPENAS 2000-2004, the first mediummnteplanning document after
Indonesia embarked on democratisation, was compidewith a range of public
consultations held in Jakarta as well in severavipcial capitals. Then the draft was
discussed in the parliament before it was adopdelaw.

Since 2004, the next medium term development phlgndocument, RPJM, is enacted
in the form of Presidential Regulation (Peraturagsklen). However, the RPJM is based on
the law on national Long-Term Development Plann2@p5-2025 (RPJP 2005-2015 —
Rencana Pembangunan Jangka Panjang) and the ajehedalirectly elected president. The
elected president is mandated to produce the methum planning document within the
first three months of his/her presidency. Themfdne schedule of medium term planning
document is matched with the national politicalleys7 The long-term development plan,
RPJP 2005-2007, was also drafted by the BAPPENA® daiscussed in the parliament
before it was adopted as a law in 2007 (Law na2Qd7). The RPJP elaborates the goals of
the republic in the form of 20 years developmehgrefore, the RPJP 2005-2025 is the
reference document of four 5-year medium term dagoraknt plans.

A two-day national summit was organized in latedbetr 2009 to gather feedback on
President SBY and Vice-President Boediono’s devabqt program for the next five years
or the draft of the RPIJM 2010-2014. The summit tvalsl in Jakarta and attended by some
1400 participants from high ranking governmentaidfis (central governments ministries as
well as provincials’ and districts’ government @)jt chambers of commerce, NGO's,
financial institutions and academia. The themehef summit was ‘to create a prosperous,
fair and democratic Indonesia’; however, such a bahering was seen as largely
ceremoniaf®

The manpower section of the RPJM is drafted by rttampower directorate of the
BAPPENAS. A small drafting team assisted by comsi#t was set up within the directorate.
The directorate already started the drafting preaéghe employment section of the RPJM
2010-2014 in early 2009. Initially the BAPPENAS’ npwer directorate consulted the four
directorate-generals of the Ministry of Manpowed afransmigration (MOMT) that deals
with manpower issues. During 2009, the directooag@nized around 70 workshops or focus
group discussions to discuss the employment sectiadine RPJM. The workshops were
organized according to issues and targeted paatitsp The targeted participants were from
line ministries, trade unions, employer associationiversities, NGOs, think tanks and
research institutions and donor agencies. Thess kifi events are rarely attended by key
persons of the targeted institutions; thereforadileg figures from the trade unions and
employer association expressed concern that they m@& involved in the drafting process
relating to the employment components of the natiomedium term development plan.

It was recognized that the decent work objectivhanRPJM 2010-2014 was adopted
from the ILO’s agenda however, the meaning and interpretation of RPJ#sent work
might not have an exactly similar meaning as tHatL®, as the ILO has developed a
structured interpretation of decent work that ifirgel as ‘productive work in conditions of

" SBY was inaugurated as a newly elected Indongsiasident in October 2004 and the RPJM 2004-
2009 was issued is a presidential regulation (PEERPRo. 7/2005) in January 2005. SBY was
inaugurated as the president for a second terncial@r 2009 and the RPJM 2010-2014 was issue as
presidential regulation (PERPRES no. 5/2010) irudan2010.

%8 |Interview, Jakarta, April 2011.

% Interview, Jakarta, April 2011.
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freedom, equity, security and human dignfyRPJM’s decent work (pekerjaan yang baik)
is defined as employment in the formal sector efdélonomy as it only constitutes a small
proportion of total employment in Indonesia.

In drafting the RPIJM’s employment section, the BERRAS employment directorate
benefitted from a range of ILO studies and anadti;esearch on employment. The
directorate specifically requested the ILO to cawate a study on labour-intensive
manufacturing sectors, where the study was condutte three respected national
institutions (The University of Indonesia, PadjajatJniversity and the Jakarta-based Centre
for Strategic and International Studies - CSIS)e World Bank contributed with a study on
the Malaysia-Indonesia remittance corridor. In #ddi USAID provided assistance to

BAPPENAS in a study related to the reform of th@2anpower law.

Box 4. ILO’s support strategy on national employment policies

In August 2008, the ILO country office organized a policy dialogue on a strategy for creating decent
and productive employment in Indonesia, and launched a major study entitled ‘Enunciating a national
employment strategy for Indonesia: what do we know and what should we do?’ Although, the ILO country
office made no official submissions/recommendations for the formulation of the RPJM 2009-2014, it
seems that the ILO studies and policy papers were widely consulted.

Before that, in 2003-2004, the ILO country office was very active in contributing to the Indonesian
PRSP process in which it made a formal submission, complemented with a series of technical briefing
notes covering wide-ranging issues (ILO, 2004)." In addition, the ILO country office actively supported
trade unions and employers’ associations to participate in the PRSP process.

The ILO Jakarta through European Union (EU) funding facilitated the establishment of a Policy
working group to make the government more aware of the importance of coherence in policies on trade
and employment. This is a timely development in line with the implementation of the free trade
agreements that Indonesia has established. A number of capacity building events to raise the awareness
of ILO constituents regarding the linkages between trade and employment have also been conducted.

The ILO country office has been running youth employment related projects since 2002 as well as
employment-intensive and livelihood programs for crisis-affected areas such as Aceh, Maluku and Papua.
Lessons learned from the EAST project on youth employment were translated into policy
recommendations for various policy documents both at national and local levels ( RPJM 2010-04, the
strategic plans of ministries of education and manpower, provincial medium development plans of Papua
and South Sulawesi, and also district regulations on child labour in Medan, Sukabumi and Takalar).

Advocating for employment policy both at national and sub-national levels is a new development in
ILO activities in Indonesia, as most donor policy advocacy focuses on the national level. Indonesia is a
very diverse country, not only from the point of view of its ethnic diversity, but also because of the
country’s different socio-economic characteristics. For example, the western part of Java is the most
industrialized region in Indonesia with the highest share of formal sector employment; in contrast, East
Nusatenggara is the least industrialized Indonesian’s province where more than 83% of total employment
is in the informal economy, the highest in the country. Therefore, the aggregate indicators for Indonesia as
a whole only give a partial guide for advocating decent work at the sub-national level. In this regard, the
ILO employment diagnostic methodology applied in several provinces is a step in the right direction.

€ Therefore, ILO’s decent work consists of four kegments: employment creation, social security,

rights at work and social dialogue.
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Implementation, Monitoring and Evaluation Framework s of RPIM

In addition to the macro development targets ssarawth, inflation and the reduction
of poverty and unemployment rates, the RPJM 20113+2€ equipped with matrixes for each
priority programs that detail specific outcomeswasd| as indicators and annual targets to
achieve. Each program details the respective re#plenline ministries/agencies and is
complemented with an indicative total budget far five year period. The RPJM document
has 1,289 pages of such matrixes. In addition,7apa8e matrix on a detailed action plan for
each line ministries/agencies is also providedsas not the case for the previous RPIJM
2004-2009 as well as PROPENAS 2000-2004, which bstyd key macro targets such as
growth, inflation, and poverty and unemploymentue@n. This is one dimension of
improvements in development planning since Indaesiemocratic transition of the late
1990s that is instrumental for monitoring and eatibn purposes.

Each of the development programs is implementetineyministries/agencies, as well
as regional government units with related budgké RPJM only contains indicative budget
for the five year period for each program, whil¢ailed budgeting is elaborated on a yearly
basis in the central government budget, APBNggaran Pendapatan and Belanja Negara
— State Budget). Then the budget is distributetin® ministries/agencies that in turn are
responsible for implementing the development pnogravhere the MOMT is one of them.

However, employment related development agendaotammply be narrowed down to
the role of MOMT as it is about the demand as aslthe supply side of the labour market.
As mentioned earlier, the role of the MOMT s ratlnited to the supply side of the labour
market, mainly in the formal sector. Much of labowairket outcomes, in fact, depend on the
demand side, which are more influenced by the woflather line ministries/agencies such
as ministries of agriculture, industry, trade, pulVorks, finance as well as the investment
board, and most of them fall under the coordinatmigistry for economic affairs. In
addition, the Indonesian central bank (Bl — Bankioimesia) also plays a key role in
overseeing the economy through its monetary polidyis is very much in line with the
conviction that employment is the outcome of ecoigomctivities. The role of the
government budget in creating direct employmenneiy limited®* Furthermore, unlike the
government’s active and much coordinated programgaverty reduction, the scope for
affirmative action on employment creation is seebe limited® However, the government
could play an indispensable role in providing aral@mg environment for employment
creation. Therefore, when it comes to budgetingesemployment related budget cannot be
simply reduced to the budget allocated to the MGVIT.

In this connection, although employment has beaneqal high on the agenda as a key
component of the triple-track strategy, unfortuthateoordinated actions and planning on
employment across sectoral line ministries/agen@esin relatively absent. It seems that
an inter-ministerial committee to foster coordinatiamong key sectoral ministries on
employment issues has not been set in place. Theiotion that employment is a by-

1 As common in developing countries, note that ke sf government in Indonesia, in terms of the
relative size of government budget to GDP, is arlyund 18-20%, which is much smaller in that of
developed countries.

%2 Interview, Jakarta, April 2011.
% In case of affirmative action on poverty reductitie RPJM 2010-2014 shows coordinated actions

across line ministries with a much clearer coortiiima arrangement in place. The RPIJM matrix
clearly identifies budget on poverty reduction tethprograms spread across several ministries.
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product of economic growth and activities, espéciaf inclusive and pro-poor growth still
appears to be dominafit.

Making macroeconomic policies employment friendlyai key challenge if Indonesia
were to mainstream pro-job in its development pilaganSuch initiatives should be located
at least at the level of coordinating minister; ah would be a potential area for ILO
support. The first important step would be to havelear assessment on the employment
effects of the sectoral development program. ILOjgmts on employment effect of the
infrastructure component of the 2009 fiscal stirsulpackage (SAMASAMA), on
Employment Intensive Investment Program (EIIP) amdAssessing and Addressing the
Effects of Trade on Employment (ETE), and the idtrction of the use of the CEB (Chief
Executive Board) Toolkit for Mainstreaming Employmieand Decent work to the UN
agencies and the government (MOMT), all are stepisa right direction.

In the case of RPJM 2004-2009, while it specificaliressed the target of achieving
unemployment rate of 5.1% by 2009, other employmelatted targets were not provided.
For example, while the employment section of RPJ422009 placed the expansion of
formal sector employment high on the employmenticgodirectives, it did not have a
specific target on the increase in the relative sizformal sector employment or a decline in
the relative size of informal employment. In faat, shown in Chapter 2, the shares of formal
and informal employments were relatively stagnamirdy 2004-2009.

RPJM 20010-2014 has made significant improvemenmtsemployment related
development targets, beyond the flagship targédweéring unemployment rate to 5-6% by
2014. Several examples are in order. On the ediiun of child labour, it has a specific
target of pulling 28,000 children out from childtur and to return all of them (100%) back
to education by 2014, with an indicative budgetlR 212 billion under the responsibility
of the MOMT. On expanding work opportunity, theeea target of providing temporary
work for 384,000 unemployed people while providipgblic infrastructure for the
community in 360 districts by 2014, with an indigat total budget of IDR 857 billion
managed by the MOMT. This is essentially similarttie proposal on the unemployment
guarantee scheme discussed in BoxllZeit on a much smaller scale. On productivity
improvement, with a total budget of IDR 163 billiahe MOMT is responsible to achieve
the targets of improving the productivity of 47,5@0rkers and 110 districts that conduct
productivity measurements by 2014.

The five-year coverage of RPJM is implemented oyearly basis through annual
development plans called RKRéncana Kerja Pemerintah Government Work Plan). Each
RKP contains an annual detailed state budget framefor the respective fiscal year. The
budget is agreed between the government and thi@rpant (DPR). Parallel with RKP,
each line ministries/institution has its own annualrk plan called Renja-KLRencana
Kerja Kementerian/Lembaga Work Plan of Ministries/Agencies) with detail budge
However, an assessment of RPJM 2004-09 conduct&ABRPENAS's directorate for the
evaluation of sectoral development concludes that links between RPJM targets and
indicators and those of yearly RKPs are weak atiterainclear. Furthermore, according to
the assessment, the sustainability of targets adidators across annual RKPs within the
duration of the RPJM is also found to be wé&ak.

® Interview, Jakarta, April 2011.

%5 BAPPENAS (2008).
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According to a government regulation issued in Z9@&aluations of RKP and Renja-
KL are conducted on a yearly basis and evaluatid®kRIM is completed four months before
the period of the respective RPJM ending. Each stries/agencies are set to implement
quarterly monitoring and reporting. However, in Af2009, the BAPPENAS’ deputy for
development evaluation published a major repo\aiuation of four years implementation
of RPJM 2004-2008’ Within the framework of the current RPJM 2010-20BAPPENAS
recently signed a memorandum of understanding WBBhuniversities to evaluate the
development progress in 2011 in all 33 Indonesianipces>?

In this regard, the European Union funded the ILf@jgzt on Monitoring and
Assessing Progress on Decent Work (MAP), which igess an instrumental technical
assistance to the monitoring of the RPJM employnrefdtted components. The project
facilitates the identification of decent work indiors that are relevant at the national level,
support data collection, and use the collected fdatan integrated policy analysis of decent
work in order to make them relevant for policy-mmaki The ILO country office is in close
collaboration with BAPPENAS, BPS-Statistics Inddaeand MOMT in undertaking the
project.

The BAPPENAS is responsible for monitoring of thglementation of the RPJM and
relies for information on regular monitoring reogtrovided by the executing agencies.
BAPPENAS has a deputy (echelon 1) for evaluationde¥elopment performance that
coordinates three directorates, namely: (1) Dimatéo for evaluation of regional
development, (2) Directorate for evaluation of seadtdevelopment and (3) Directorate for
system and reporting of development evaluation.stagstical systems in place in Indonesia
are generally robust, and can be rated as excdljedéveloping country standards, and will
allow for solid monitoring of RPJM progress.

2.4 Assessment of the employment agenda

The employment agenda has never been a top prigfrithe national level planning
documents. As mentioned earlier, employment waatdteas a section that is generally
merged within the economics chapter, where employnseassumed to be simply a product
of economic growth. This situation is applicableatbmedium-term development planning
documents (REPELITA, PROPENAS and RPJM). The majanda is to reduce the
unemployment rate only; therefore, such an appreanid be insufficient in improving the
quality of employment. Indonesia has already haddi#cent work vision in its constitution.
Although the REPELITA and PROPENAS did make refeeeto the constitution’s decent
work vision, articulation of the vision was virtlialnot available. Facing an increasing
unemployment rate since 2001, the RPJM 2004-200@rs@ambitious target to reduce the
unemployment rate, but it did not have any refesetacdecent work. Later on, the triple
track strategy of pro-growth, pro-poor and pro-jolisre emphasized, but it lacked in
balanced articulations. The RPIJM 2010-2014 hasdigte decent work agenda as the first
policy direction of the manpower section and thgértrack strategy is formally mentioned
in the mid-term planning; however, the articulatianthe pro-job component of the triple
track strategy is still very much unidentifiable.

% Government Regulation no 39/2006 on monitoring @wadluation of the implementation of
development plans.

5" BAPPENAS (2009).

® http://bappenas.go.id/node/165/3042/evaluasi-kimpeémbangunan-tahun-2011/.
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The current steady trend of a declining unemploytmate is a good starting point, but
being employed does not necessarily mean havingcand job. Therefore, decent work
should be the key employment agenda, instead gflsimeductions of the unemployment
rate to a specified level. This is supported byftut that around 70% of employment are in
the informal economy, which has the following cledeaistics: lower income/wage (as the
size of informal economy positively correlates witte poverty rate); lacking in income
sustainability, job security and social protectiomiceless as no mechanism of social
dialogue in place and some are prone to experitmceorst form of employment as in the
case of women domestic worker and child labour. IBgmpent with such characteristics is
not decent. Even for the 30% in formal employmeiat, all can be categorized as decent,
mainly due to low compliance to labour regulations.

Against this backdrop, Indonesia needs to mainstrer@ployment as a key and leading
element of macroeconomic and sectoral policies weare to achieve ‘productive, full and
decent employment’. The following two next stepgmibe identified for mainstreaming
decent work and employment policy. Firstly, frome tpolicy arrangement perspective,
employment and decent work agenda needs to be tnegineed and treated as cross cutting
issues similarly to how poverty has been treatethnRIJPM. Secondly, viewed from the
institutional arrangement perspective, a higheell@government body would be required to
guard the employment and decent work agenda, at kgathe level of a coordinating
minister, if not higher. This second point will kery much dependent on the clarity of the
first point. Currently, the employment policy conmamt of development planning is under
the responsibility of the directorate for manpoyan echelon 2 level) of the BAPPENAS
and manpower policy implementation is very muchesgjed on the role of the Ministry of
Manpower and Transmigration (MOMT). This ministgyriot a key government department,
like ministries of finance or education. This minysis likely to have a limited role in
implementing the broader employment policy and deogork agenda as it is more
concerned with formal employment and its influeiscemainly confined to the supply-side of
the labour market.69 Furthermore, Indonesia hayeiotatified the ILO convention no. 122
on employment policy adopted at the Internatioraddur Conference in 1964.

Despite these deficiencies in mainstreaming deogatk agenda, there is an
encouraging development relating to the newly aslbghdonesian Jobs Pact (IJP). The
Indonesian Jobs Pact was officially agreed andesigm mid April 2011 by tripartite
elements consisting of the government, trade uniamd employer associations in the
presence of the President of Republic of IndoneSisgsilo Bambang Yudhoyono. The
government was represented by the BAPPENAS anI®®IT. Indonesia was among the
first pilot countries to set in motion a nationabgess of dialogue and adaptation of the
Global Jobs Pact after its adoption by the Intéonat Labour Conference in 2009. The
drafting process was truly a national process done drafting team from the tripartite
components and the whole process took one yearhi# IJP focuses on employment
creation, strengthening industrial relations, ewiam the quality and coverage of social
protection and improving labour productivity, whiahe very much in line with the ILO’s
decent work agenda. These focuses are essentigdhgmphasizing of points already made
in the manpower policies outlined in the RPJM 2Q0D04.

In order to be more effective in mainstreaming tleeent work agenda and bring
employment to the centre of policy making, the Ic@untry office should move to the

% There are four directorate generals that serverénepower section of the ministry: (1) training and
productivity, (2) manpower placement, (3) industrielation and workers’ social security, and (4)
labour inspection.

0 Interview, Jakarta, April 2011.
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centre of socio-economic policy making in the coyninoving beyond the formal tripartite
constituents as the ILO’s traditional governmentrgerpart is the Ministry of Manpower.
This is because the Ministry of Manpower is notey kninistry and functions more as a
sectoral ministry responsible for industrial radas in the formal sector with less influence
on the overall economic policy. However, the ILQuotry office has made important strides
in this direction. The country office has managedoge relationship with the BAPPENAS's
employment directorate. The ILO has been requebtedhe Coordinating Minister of
Economic Affairs to provide technical assistanceassessing the employment impact of the
infrastructure component of the Indonesian stimplackage in response to the recent global
financial crisis. The Vice-President's office reqteal an ILO presentation on youth
employment.

2.5 Tripartite social dialogue

There has been considerable progress relatingtedtial dialogue among the tripartite
elements, especially after Indonesian democratizati the late 1990s. Trade unions and
employer associations were widely consulted durihg early preparation of any
employment related regulations. In the case of lthas are passed by the parliament, they
have limited role and influence once the process igéo the parliament, where the political
process becomes more dominant. Tripartite insbigthave been established at the national,
provincial, as well at district levels; and bipttbodies (workers and employers) have also
been set up at the enterprise level. Workers anglogrers have been increasingly more
willing to talk as the preparation process of tl# lwas a good experiment of their
substantive collaboration. The IJP has been adg#ezh agenda of the National Tripartite
Institution.

Despite such progress, the tripartite (governmesrker-employer) social dialogue
cannot be overemphasized for the following two oeas Thefirst relates to the problem of
imbalance in representations. While the governmintresponsible for the overall
development policy for the whole economy/countrylglation and represents 100% of
employment policy, the other two elements, worked @amployer, only represent a much
smaller segment of employment. As has been menmtieadier, trade unions only represent
around 3% of total employment in the economy aned thembers of the employer
association, APINDO, only employ around 10% of ltotanployment. This creates a
situation where the worker and employer elemente ls@amuch narrower focus vis-a-vis the
government. The two elements tend to be drivenhieydbjective of protecting their self-
interests either as workers or employers that isieoessarily good for the overall economy.
However, this is not to say that the trade uniott employer association have only limited
concerns about the minority segment of the formedt® employment they formally
represent. With the ILO facilitation, they were iaely involved in the preparation of
Indonesian PRSP in 2003/2004 where they came dhtthweir PRSP position papers. One
trade union confederation (KSBSI) has attemptedorganize informal workers in the
construction sector. The employer association & shown a strong concern about the
advancement of the overall economy for employmesstion’*

The second relates to the quality of dialogue amithlooration within the tripartite
elements. So far, it has been suggested that tlee afotripartite institution has only
functioned primarily as a fire-brigadelt is needed when an emergency situation emegyes a
in the case of labour unrests/strikes or problesteted to dismissals, while it seems that its

™ Interview, Jakarta, April 2011.

2 Interview, Jakarta, April 2011.
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role as a meeting point for dialogue among the etheéements in dealing with more
substantive issues, such as the revision of theoaveer law, has been very limited.

Therefore, the notion of social dialogue shouldbbeadened, beyond the tripartite
components. This is primarily due to the segmenigdre of the Indonesian labour market
(formal and informal), where the informal econongndnates. The social dialogue should
include mass organizations (such Mahdatul Ulamaand Muhammadiyahas they are
concerned with socio-economic issues such as ddocathealth and economic
empowerment of the poor; youth organisations, anoing, academia/think tanks/universities
and NGOs.

Community-driven participatory approach

In 2005-2008, the ILO project on Papua indigencempie’'s empowerment adopted the
community-driven participatory development approdde project aimed at contributing to
the overall development of the indigenous peoplesddping them attain greater capacity
and self-reliance in reducing poverty, promotingndgr equality and strengthening peace
and development mechanisms in their villages amghaanities. The project was in line and
contained some cross fertilization with the natlooeammunity empowerment program
(PNPM - Program Nasional Pemberdayaan Masyargkaind the Papua version of
community empowerment program (RESPEK Rencana Strategis Pembangunan
Kampung. In the conflict-affected province of Maluku, theO has been undertaking the
PELAGANDONG project that is designed to contribiite poverty reduction and peace
building process in the province through the dgwelent of sustainable livelihoods and
economic activities in selected communities. Thejgmt also adopts the participatory
community-based approach.

Engaging with broad range of national stakeholdgranother important element in
advocating employment policy. While all core ILOnstituents from the tripartite elements
have been well covered, and concerned NGOs havedmtively involved, the coverage of
such engagement still needs to be broadened.

3. Conclusion: summary of key findings and recommen dations

3.1 Summary

This section offers a summary of key findings. Tseussion is based on the following
themes that form the crux of this paper: Indonssi@cent employment performance,
national employment policy and ILO support strategy

Recent employment performance

Although the first term of SBY presidency failed @ohieve the targeted reduction in
the unemployment rate by 2009, the overall unemptt figure has steadily declined in
the past five years and reached its lowest poibt&¥o in February 2011.

As the open unemployment rate is not a good labwarket indicator in a developing
country and in line with the decent work agendalohresia needs to go beyond the open
unemployment rate indicator and start targetingicetdrs reflecting the quality of
employment. There has been virtually no improvemanthe level of underemployment
between 2004 and 2010. Despite the fact that tRiVRE)04-2009 put a strong emphasize in
expanding employment in the formal sector, the priopn of informal employment to total
employment only declined slightly during 2004-20TI0e majority of Indonesians, located
in the middle income strata, are totally unprotédby any forms of social security, while
only about 17% of the employed population is cutyeocovered by formal social security
schemes.
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National employment policy

National employment policy can be located in twacels. First is related to
employment regulations in the forms of law, goveentrregulation, presidential decree, etc.
Five major pieces of labour-related regulationsehbgen enacted since the collapse of the
New Order regime: the laws on manpower, trade ynindustrial disputes settlement,
national social security system and the placemadhipaotection of overseas migrant worker.

The second is related to the macro-sectoral emmaympolicy component of the
medium-term national planning documents. Indonkamhad a tradition of having five year
medium term development plans for the past fouades; however, Indonesia has never had
a stand-alone national employment policy or a whig@er on employment policy at the
national level. A section on employment is parttaf overall national development planning
documents.

The current medium term development plan (RPJM ZIIB) has made major
progress due to its adoption of the decent worlndgeas the main policy directive in its
employment section. Furthermore, since the previeRBSM (2004-2009), the triple-track
development strategy of pro-growth, pro-poor arajpbs has been emphasized and carried
out further; but it lacks a balanced articulatiddnlike the pro-growth and pro-poor
elements, the articulation of the pro-jobs comporudrthe triple track strategy is still very
much unidentifiable. In short, the employment agehds never been a top priority of the
national level planning documents.

ILO support strategy

Several lessons learned can be drawn from ILO épez in Indonesia. The first is
about the importance of combining policy advocaegt having projects on the ground. The
second relates to the potential gains of havingpaeldvocacies both at the national and sub-
national levels. The third concerns the imperativengaging with a broad range of national
stakeholders in advocating employment policy beyihiedraditional tripartite elements. The
fourth relates to the crucial and sensitive elemehtworking together with national
constituents and social partners, without beinggiged as walking ahead of them, in trust
building.

3.2 Recommendations
For the Indonesian government

First, while a strong appeal has been made fotrtpke track strategy of pro-growth,
pro-poor and pro-jobs and the decent work agendabkan adopted at the latest medium
term development plan, it seems that the pro-jtdiment has not received enough attention
treatment. This element, which is essentially @onat employment policy within the decent
work framework, needs to be mainstreamed in theadlvdevelopment policy, and should
not be reduced to merely a sectoral issue.

Second, the mainstreaming of employment shoulddme @n two grounds. (a) From
the policy arrangement perspective, the employraadt decent work agenda needs to be
mainstreamed and treated as cross cutting issudsisame way that poverty has been
treated in the RIPM. (b) From the institutionalanagement perspective, a higher level
government body would be required to guard the eympént and decent work agenda, at
least at the level of a coordinating minister.

Third, as the unemployment rate has steadily dedlim the past five years and the
target of achieving 5-6% employment rate by 2014/asy much achievable, Indonesia
should move its focus beyond the indicator of tipero unemployment rate. Attentions
should now be shifted to the quality of employmemthich relates to tackling
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underemployment, expanding the share of employnrerthe formal sector, improving
workers’ productivity and real wage, expanding abprotection and security, and so on.

For the ILO country office

Mainstreaming employment in the overall developnpaiicy can be a daunting task as
it must be grounded and contextualized in the ctrdevelopment planning system and
institutional arrangement, within the setting ol@mocratic and decentralized Indonesia. In
this regard, technical assistance and localisaifobest practices on the issue would be a
valuable contribution; however, it should be notieak any new approach/initiative must be
home grown. Initiatives at the national level asliwes sub-national level can be
simultaneously exercised. Generating quality dermafidm the host country becomes
crucial. This is the first area where the ILO caakma significant contribution to Indonesia
in promoting the global decent work agenda.

The ILO might think of initiating a research study the quality of employment in a
few urban areas. The study can combine qualitagipproach as well as carrying out
quantitative analyses using employment relatedessradministered by BPS.

Since decent work agenda is essentially the héaev®lopment and requires a shifting
of development paradigm, the ILO country office widanove to the centre of economic and
social development debate in Indonesia, away fremng perceived merely as a sectoral
international agency concerned with employmentassaand engaging only with the tripartite
elements. However, this should not be understoodmasing away from the ILO’s
traditional mandate; it only needs to be broadearetideepened. Allocating resources to this
effort would be a worthy long term investment. &ncbe done by providing continuous
intellectual capacity and building strategic aléarwith Indonesian think tanks, universities,
opinion leaders and media. In the past ten yehes)ltO country office has made a great
deal of progress in terms of policy advocacy anddimeaelation; however room for
improvement is there.

The last point relates to the adoption of the Iredien Jobs Pact that exhibits a
considerably high degree of national ownershipnyshis as the entry point, the ILO might
advocate that the Indonesian government ratify ILl@@ employment policy convention.
Having employment at the core also means chandgiegrtacroeconomic framework from
aiming narrowly at stabilizing hominal variablekdiinflation and budget deficits. The ILO
should engage in the broader policy debate on tlssses as well.

74



References

Aaron, C. et al (2004). Strategic Approaches to Godation and Employment in Indonesia.
Report for the USAID, Jakarta.

Arellano, T. and Bond, S. (1991). Some Tests ofcBipation for Panel Data: Monte Carlo
Evidence and an Application to Employment Equatid®sview of Economic Studies,
Vol. 58, No. 2, pp. 277-97.

Arellano, T. and Bover, O. (1995). Another Looktla Instrumental Variables Estimation of
Error Components Models. Journal of Econometricd, &8, pp. 29-51.

AUSAID (2010), Concept note on Poverty Reductiop@ut Facility in Indonesia, May.

Bahagijo, Sugeng (2005). ‘Dari Pendekatan Teknakrde Pendekatan Partisipatif:
Pengalaman Penyusunan Strategy Nasional Penangguald€emiskinan 2003-2004"
[from Technocracy to Participatory Approach: Expades of the Poverty Reduction
Strategy Paper Formulation 2003—-2004]. In: Tag&oged.). Review Snpk: Proses Dan
Subtansi (Review of PRSP: Process and Substaré@ftd: GAPRI/KIKIS/INFID.

BAPPENAS (2008). Suplemen Buku, Mapping Sasaran Iddikator Pembangunan dalam
RPJM 2004-2009 dan RKP 2005-2009. Jakarta: DiraktoEvaluasi Kinerja
Pembangunan Sektoral, Bappenas.

BAPPENAS (2009). Pencapaian Sebuah Perubahan: &vadu tahun Pelaksanaan RPJM
2004-2009, Jakarta: Bappenas.

BAPPENAS and ILO (2005). A National Employment Gargtee Programme for Indonesia —
An Approach. Jakarta.

Blundell, R., and Bond, S. (1998). Initial Conditsoand Moment Restrictions in Dynamic
Panel Data Models. Journal of Econometrics, Vol. @7 115-143.

BPS and ILO (2010). Working children in Indonest®@, Jakarta: BPS and ILO.

Chowdhury, A., Islam, I. and Tadjoeddin, M. Z. (200Indonesia’s Employment Challenges:
Growth, Structural Change & Labour Market RigidiBtiropean Journal of East Asian
Studies, Vol. 8, No. 1, pp. 31-59.

Dhanani, Shafig, lyanatul Islam and Anis Chowdh(#909). The Indonesia labour market:
Challenge and changes, London: Routledge.

Gijsberts, I. (1992). Macroeconomic Economic Moidgll of Employment,
BAPPENAS/UNDP/ILO, Sectoral Employment Policy andlarfhing Project
INS/90/035, Jakarta.

ILO (2004). Working Out of Poverty: An ILO submiesi for the Indonesia PRSP, Jakarta:
ILO.

ILO (2008). Social Security in Indonesia: Advancthg Development Agenda. Jakarta: ILO.

ILO (2010). ‘Accelerating a job-rich recovery in2G countries: Building on experience’,
Geneva: International Labour Office.

ILO (2011). Labour and social trends in Indone€1a@ Jakarta: ILO.

Islam, I. and Nazara, S. (2000). Estimating EmplegmElasticity for the Indonesian
Economy, International Labor Organization, Jakarta

75



Islam, lyanatul and Anis Chowdhury (2009). Growgimployment and poverty reduction in
Indonesia, Geneva: ILO.

Lim, D. (1997). Forecasting Employment Growth inddnesia, Bulletin of Indonesian
Economic Studies, Vol. 33, No. 3, pp. 111-19.

LPEM-FEUI ( 2007). Investment Climate Monitoring.ohd IV, Jakarta: Institute for
Economic and Social Research, University of Ind@anes

Manning, Chris and P. N. Junankar (1998), ‘Choosutli or Unwanted Youth? A Survey of
Unemployment’, Bulletin of Indonesian Economic Sasd34(1): 55 — 93.

Manning, Chris and Kurnya Roesad (2007), ‘The Mavgro Law of 2003 and its
implementing regulations: Genesis, key articles gmdential impact’, Bulletin of
Indonesian Economic Studies 43(1): 59 — 86.

Mietzner, Marcus (2009). ‘Indonesia in 2008: Yudbiog's Struggle for Re-election’. Asian
Survey 49(1): 146-55

Mietzner, Marcus (2010). ‘Indonesia in 2009: Eleato Contestation and Economic
Resilience’. Asian Survey 50(1): 185-94.

Nazara, Suahasil (2010). The Informal economy dofresia: Size, composition and evolution,
Geneva: International Labour Office.

Paauw, D. (1991). Employment in the Manufacturimgl &rade Sectors: Data for Policy
Analysis, DEPNAKER/UNDP/ILO, Information System f&mployment Development
and Manpower Planning, INS/90/001, Jakarta.

Rao, B.B., Tamazian, A. and Kumar, S. (2010), Syst&MM Estimates of the Feldstein-
Horioka Puzzle for the OECD Countries and Tests Souctural Breaks, Economic
Modelling, Vol. 27, No 5, pp. 1269-73.

Roodman, D. (2006). How to do xtabond2: An Intradhre to “Difference” and “System”
GMM in Stata, Center for Global Development Workgper 103, December.

Suryadarma, D., Suryahadi, A. and Sumarto, S. (RB®&ducing Unemployment in Indonesia:
Results from a Growth-Employment Elasticity Mod®MERU Working Paper, January.

Suryahadi, et al. (2010). ‘Review of government grty reduction strategies, policies and
programs in Indonesia’, SMERU Research Report,riaka

Tadjoeddin, Zulfan and Anis Chowdhury (2011). ‘Eoyphent Function for Indonesia: An
Econometric Analysis at the Sectoral Level', Jounfdeveloping Areas, forthcoming.

UN (2011). World Economic Situation and Prospe®%12 Update as of mid-2011. New York:
The United Nations.

World Bank (2010). Indonesia Jobs Report: TowardgeB Jobs and Security for All. Jakarta:
World Bank.

World Bank (2011). Indonesian Economic Quarterlarth.

76



Chapter Ill. National employment policy-making: les  sons from
Moldova "

Moldova is a typical transition country situated tbe periphery of both the European
Union and the Commonwealth of Independent StatéS)(Gf which it is a member. Being
sandwiched between those two power centres, Moltogtruggling to find its own place
and identity as a fully independent state. Theni#din of that identity is an on-going
process that is not always painless. During thegedrs of its existence as an independent
state, Moldova experienced a short, but brutalil ewar following the emergence of the
breakaway Republic of Transnisffiatwo devastating economic crises in 1998 and 2®)8/
an unprecedented migration flow out of the courdiryd violent riots in 2009, followed by
the on-going period of political uncertainty anthtive instability.

1. Recent economic and employment performance

1.1 The socio-economic context

Over 60 per cent of the 3.6 m population of Molddivas in rural areas, for the most
part in communities of less than 5000 inhabitaatsd(about 11% in communities of less
than 1000 inhabitants), which poses enormous pmblehen it comes to providing basic
utilities and physical infrastructure. In 2009, abd1% of Moldova’s citizens did not have
access to running water, 55% to a sewage systetin4a¥ to natural g&s The poverty
level in Moldova is among the highest in Europe.

During the Soviet period, Moldova specialised ia gfroduction and export of a broad
range of agricultural products for the whole Soueion and the Soviet satellites. Moldova
occupies an area that is ideal for agriculture faodl processing, which accounts for one-
third of the country's GDP. The chernozem (humus) supports wheat, corn, barley,
tobacco, sugar beets, and soybeans. Beef and ciitle are raised, and beekeeping is
widespread. Moldova's best-known product comes fitsnmextensive and well-developed
vineyards concentrated in the central and southegions. In addition to wine, Moldova
produces liqueurs and sparkling wine. It is alsovin for its sunflower seeds, walnuts,
apples, and other fruits. The collapse of the naaker the dismantling of the Soviet bloc
caused a dramatic fall of production and the dedhifthe rural districts.

Moldova has no major mineral deposits and the eognmust import almost all of its
energy supplies. Moldova’s vulnerability in ternfsemergy dependence became very clear
in January 2009, when gas supplies were cut daridigpute between Russia and Ukraine.

" The full version of this report was written in &ur2011 by Mikhail Pouchkin (email:
mikhail.pouchkin@nav.no). It is based on a two weegsion to Chisinau in March 2011, facilitated
by Ms. Natalia Popova of the ILO Budapest officel &is Ala Lipciu, ILO national coordinator for
Moldova.

" The unsolved territorial problem of the breakawagion of Transnistria, located on the left bank of
Dniestr River means that the Moldovan Governmeumisdwt have control over the region, which has
unilaterally declared independence and has be@ynéed by the regimes of the break-away regions
of Abkhasia, South Ossetia and Nagorno-Karabakhgfakhich are located in the Trans-Caucasian
region.

"5 Expert Grup, Moldova 2009: State of the Countrp&te
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The onset of the global financial crisis and pooor®mic conditions in Moldova's
main foreign markets caused GDP to fall by 6.5 %2009 against +7.2% in 2008.
Unemployment almost doubled and deflation appe&@d%)’® In the fall of 2009, the
IMF allocated $186 million to Moldova to cover itsmediate budgetary needs, and the
government signed a new agreement with the IMFamudry 2010 for a program worth
$574 million. In 2010, an upturn in the world econoboosted GDP growth to 3.1 % and
inflation to 7.3 %.

The macroeconomic framework of Moldova changed diarally after the 2008
economic crisis. Before the crisis, the governnengriorities were focused on
macroeconomic stabilization through disinflationdareduction of public deficits. The
priorities were integrated in the broader goal @fgrty alleviation, implemented through the
poverty reduction strategy. Most of the targetsenmet until 2008, when the effects of the
financial crisis brought about a sharp rise in exjeires combined with a decline in
revenues. Until 2008, GDP growth rates regularlgeexled 5 per cent. It was, however,
mainly consumption-led and extremely dependingemittances. This pattern seems to be
changing: data show an increase in the share esiment in GDP combined with a slight
decrease of the consumption share, a shift thad doei even more marked if part of the
remittances currently recorded as consumption vesrerded instead as investments.

Before 2008, monetary policy had been increasifighused on managing inflation
instead of exchange rate stability. Despite realharge rate appreciation, the exports
remained competitive due to low labour costs astigeowing productivity (but the business
environment remains below its regional competitstandards). Following the deflation due
to the economic crisis, the stabilization progrdloveed for monetary easing during 2010,
and strengthened financial sector monitoring aedrdimework for bank resolutions.

The fiscal policy was tight. The government comettinot to exceed 0.5 per cent of
GDP of public deficit. In 2007 the deficit was @8r cent of GDP, due to expenditure kept
in line with commitments and higher than expectedenue due to VAT on imports.
However, the consequences of the economic crisinggd the picture: in 2009, the public
deficit reached 6.4 per cent of GDP, and was estichat 7 per cent of GDP in the 2010
article IV. The expenses are cut mainly on goodkservices, and on public administration
employment’. Social expenditures such as health care andféran® households did not
decrease during 2000-2010. Transfers to househmidsased from 11.4 per cent of GDP in
2008 to 14.9 per cent of GDP in 2009 as a consegueifithe crisis. The government intends
to expand targeted social assistance.

Tax revenues rose from 24.4 per cent of GDP in 20@BR.2 per cent of GDP in 2009,
after having reached a peak of 33.4 in 2008, wisch good score compared to similar
Eastern Europe countries. Efforts have been matepmve tax collection, especially VAT
which rose from 7.9 per cent of GDP in 2001 to JgeBbcent of GDP in 2009.

The public debt remains at sustainable levels andainly external (22.2 per cent of
GDP in 2009, compared to a domestic debt of 8.%@et of GDP), a great share of which is
concessional. As a result, interest payments dideroeed 1.4 per cent of GDP in 2009-

® Reduced disposable incomes, especially for the d@DRtoldovans living in households that receive
remittances, as well as an overall decrease inuto@sconfidence resulted in deflationary pressures.

" The concept paper on “Rationalization of the NumbieEmployees in the Budgetary Sector for

2008-2010" was approved on September 28, 2007,smga limit on the public sector wage bill of
10 percent of GDP.
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2010, but total external debt service will remaighhat 19 per cent of exports of goods and
service until 2014.

Economic reforms have been slow. Neverthelessyalrernment's primary goal of EU
integration has resulted in some market-orientedgn@ss. The granting of EU trade
preferences and increased exports to Russia wilbieage higher growth rates, but the
agreements are unlikely to serve as a panacean ¢ extent to which export success
depends on higher quality standards and otherr&acihe economy has made a modest
recovery, but remains vulnerable to political utaiety, weak administrative capacity,
higher fuel prices, poor agricultural weather, #mel scepticism of foreign investors as well
as the presence of a separatist regime in Molddvalssnistria region.

The table below gives a picture of the developnugrdgome core economic indicators
during the last 9 years. As for the remittancew/flove see a tendency to decline by the fall
of 2009 — the explanation is the economic crisi many Moldovan migrants abroad losing
their jobs. The low percentage of indusand agriculture in GDP is remarkable, as is the fall
of net FDI from 2008 to 2009. Service sector is o@ting GDP today, having a share of
over 60 %, and growing. The indicators in tablelsb ahow increased unemployment and
slowing of the real wages growth — mostly due ® ¢losonomic crisis of 2008, followed by
political crisis and uncertainty.

Table 1. Key macroeconomic data

2002 2003 2004 2005 2006 2007 2008 2009 2010
GDP, billion USD, current prices 1.662 1981 2.598 2988 3.408 4.401 6.055 5.403 5810
GDP per capita, USD at PPP 1761 1923 2126 2359 2559 2720 3004 2839 n.a.
GDP growth rate, y-o0-y, % 7.8 6.6 7.4 7.5 4.8 3.0 7.2 -6.5 6.9
Share of industry in GDP, % 20.2 20.5 20.5 19.1 18.0 19.1 13.9 13.0 13.3

Share of agriculture in GDP, % 21.0 18.3 17.5 16.4 14.8 10.0 8.8 8.5 12.0
Industrial production growth rate,

y-0-y, % 10,8 15.6 8.2 7,0 -4.8 -1.3 0.7 -22.2 (est.)
Agricultural production growth

rate, y-o-y, % 3.4 -13.6  20.8 0.8 -1.1 -23.1 321 -9.9 (est.)
Net foreign direct investment,

million USD 83.6 73.64 147.8 190.86 234.16 522.04 691.49 112.0 n.a.

Net remittances, mill. USD 286.3 440.2 659.5 868.8 1119.0 1419.4 1795.8 1342.4 n.a.

Employment rate, % of

population aged above 15 53.3 47.5 45.7 45.4 42.9 42.5 42.5 42.8 38.5
Unemployment rate, % of

economically active

population 6.8 7.9 8.1 7.3 7.4 5.1 4.0 6.4 7.5

Real wage growth rate, y-o-y, %  20.9 154 10.1 6.8 14.2 8.0 10.2 9.0 0.7

Consumer prices, year average, % 5.2 11.6 125 12.0 12.8 124 12.8 0.0 7.4
Poverty headcount ratio at

national poverty line

(% of population) 40.4 29.0 26.5 29.0

Poverty headcount ratio at

$2 a day PPP (% of population) 40.33 29.0 12.5

Source: Expert Grup, WDI.

Poverty remains one of the main challenges in Maddsood growth performance between
1999 and 2004 moved 40% of Moldova’s population @lupoverty, thereby representing the

79



largest reduction in poverty (in percentage terms$he Europe and Central Asia region over this
period. Despite this, in 2007, about 26% of theypaipon remained poor (down from over 30%
in 2006), with about two-thirds of the poor livilg rural areas. Poverty in Moldova is mainly a
rural phenomenon’® The high level of poverty in Moldova (one of thigirest in Europe) is
contrasting to the high level of school enrolment digh literacy rate (table 2). While the
minimum wage was increased by 9% year-on-year awd salary norms were introduced in
January 2009, there was no significant progreskdrfight against povertyhich remains a key
priority for the Government. Moldova has the lowestimum wage in Europe.

Table 2. Inequality and education

Inequality indicators

Income share held by lowest 20% (2007) 6.7
Gini index (2004) 35.6
Education

School enrollment, primary (% gross) (2008) 94.0
Literacy rate, adult total (% of people ages 15 and above) (2008) 98.3

Source: www.ruralpovertyportal.org_.and ILO (KILM)

Inequality is relatively high in Moldova as shown table 2. As for human
development, the Human Development Index (HDI), alvhimeasures living standards,
education level and life expectancy, Moldova ra®¥8 in the world, with an HDI of 0,623,
a level similar to that of Mongolia, Botswana, Ripines and Egypt.

1.2 Employment profile

In 2009, 28.2% of those active worked in the agmical sector, 13.1% worked in
industry, 6.2% in construction and 52.5% in servicgince the beginning of the 2000s, the
share of the primary sector in employment has bdedlining, while the share of
employment in the tertiary sector has been incngatsi overpass agriculture in 2004 (figure
1). The share of the secondary sector regained gomued in the 2000s after the drastic fall
of the 1990s, but remains at a very low level (eRD per cent of total employment is in
industry in 2008). In the agricultural sector, ssifiployment and unpaid family help prevail.

"8 Maddock N. and L. Ramguttee (2009).
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Figure 1. Employment by main sectors, 1990-2008 (%)
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The resident population is decreasing, as shoviigune 2, and the urban population is
decreasing faster. As a result, today nearly 60f ¥he population lives in rural areas. The
last couple of years, however, there have beersfira certain stabilization, a possible
impact of the economic crisis in the recipient does that presses many Moldovan
migrants back home away from a jobless situatiahcadten illegal existence abroad.

Figure 2. Resident population by area, 2000-2010 ibusands)
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More than twice as many persons are working aboodaooking for work abroad in the
rural areas — a very strong indicator of the rueality in Moldova, and a sphere where the
Government should apply the biggest efforts.
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Figure 3. Population working or looking for work abroad by Sex, Area, Age groups and
Level of education (Thousands), 2010
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Most of the workers left the country over the IBst years, during which period real
wages also grew on average by more than 20 perdertdotal and theoretical evidence
suggests that emigration-induced shock to laboplgupuld be a driving force behind this
rapid wage increasg.

The number of persons working in Moldova has bemsrahsing since 2000 (figure 4).

The decline in the employment-to-population ratmmot be solely due to the decrease in
population due to emigration as the latter is ingigant when compared with the former.

Figure 4. Activity rate by sex, 2000-2010 (%)
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7 Lawrence Bouton, Saumik Paul, and Erwin R. Tiongson (2009).
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While the total number of persons with a job isla@ng, the decline in the number of
wage earners is less marked (figure 5), and iteeshatotal employment is growing. Wage
earners represented 89% of total employment in 28@dinst 92% in 2008. This reflects the
fall of the number of persons working in agricuétand the slight increase of employment in
trade, hotels and restaurants, and in public adtnittion, education, health and social work.

Figure 5. Number of workers and of wage earners, 28 — 2008.
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Unemployment: urban, young and educated

The unemployment rate rebounded in 2008 after adeetease in the preceding 10
years. The trend is similar for men and women (&gd). The relatively high unemployment
rate at almost 8 per cent is urban, young and eeldcdhe youth unemployment rate is

twice the total population’s (figure 7) and you#present over a quarter of all unemployed
(figure 8).

Figure 6. Unemployment rate by sex, 1999-2010 (%)
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Figure 7: Unemployment rate by age, 2000-2009 (%)
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While the implementation of the national program jouth economy (2008-2010)
continued, youth unemployment remained an issusntern, with, officially, 12% of the
15-29 years age group being unemployed. The retimigrants, due to the global crisis,
contributes to putting the labour market under gwes by widening the gap between the
labour market needs and the skills of the retumeptants.

Figure 8. Ratio of selected age groups’ unemploymelevels to total unemployment level
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Noteworthy is the increasing share of older workéaged 55 to 64) who are
unemployed (figure 8).

Long-term unemployment (unemployment of 1 year amdr) has been on a clear
decreasing trend since 2000 despite a slight rabwuR008 (figure 9).
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Figure 9. Long-term unemployment rate, 2000-2009
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Beyond unemployment

Unemployment is only part of the picture. The ayatif employment of those who
work is also something to look at, especially gitbe high poverty rate in the country.
Many of those who work, work long hours. The shafréhe persons working more than 40
hours a week has even increased over the 2000gegmedsents about a quarter of all
employed in 2010. On the other hand, fewer peopik\20 hours or less a week today than
in 2000. (figure 10)

Figure 10. Share of employment by duration of the wrking week, 2000-2010 (%)
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Those who work 20 hours or less a week are mosityen. During the crisis years, the
incidence of underemployment increased after @eeline during the first half of the 2000s,
both for men and women. (figure 11) The same daitalsows that those working more than
40 hours a week are mostly men.

Figure 11. Share of workers working 20 hours or lesa week, by sex, 2000-2010 (%)
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The incidence of part-time work decreased oveR0@)s and interestingly, as of 2009,
coinciding with the effects of the global economiisis, more men than women work part-
time (figure 12).

Figure 12. Share of part-time work in total employnment by sex, 2000-2010 (%)
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Employment in the informal economy

In 2007, according to national statistics, inforraaiployment is Moldova was 33% of
total employmerif, mostly in agriculture (45.7%). 11% of informal mkotook place in
formal firms, but legislation allowed non-declacatiof small activities (trade). According to
ILO statistics, non-agricultural informal employmeaccounted for almost 16 per cent of
total employment in 2009.

Table 3. Informal employment, both sexes, whole country, thousands

2003 2004 2005 2006 2007 2008 2009 2010

Informal employment - total 516.0 455.1 441.0 4415 419.5 389.6 3554 3535
Employee 179.3 1654 1449 149.6 1323 1209 103.6 100.8
Own-account worker 3043 2759 2815 2549 2581 2389 2214 2222
Contributing family worker 0.1 0.3 0.0 0.1 0.0 0.0 0.1 0.0

Employer, member of a cooperative 32.4 135 14.6 36.8 29.0 29.8 30.3 30.5

Source: National Bureau of Statistics. http://statbank.statistica.md/pxweb/Dialogue/Saveshow.asp

High levels ofinformality were fuelled by a reduction in formal public emptent
largely due to the impact of privatization and ®dwent restructuring; land reform that
encouraged self-employment style activities; amdbnat supply of labour on the market due
to closures, allowing employers to establish infalor semi-formal arrangements; erosion
of incomes that forced many people to look forrali¢ive income sources; and cost-cutting
strategies in enterprises. This means that a gignif share of the labour market still
operates in low-productivity and low-wage condigsoRurthermore, around 60% of the new
jobs created between 2000 and 2007 were in thenialoeconomy.

The trend of “legalisation” of the Moldovan economyquite clear, with a total fall of
all informally employed by 162 500 persons in tieeipd 2003 — 2010, or by 31,5 %.

Youth employment, school-to-work transition and
emigration

In 2008, two small-scale surveys (a separate seeteral mobility and transition from
school to work module and a youth labour marketasion survey) were conducted that
showed that the school-to-work transition is difftdor new graduates looking for their first
job. While those with higher education fare relatyvwell with some 56,1% and 60,5% of
higher education and post-secondary non-tertiarycaibn graduates respectively in
employment, those with secondary technical educd@ae difficulties (a mere 42,4% of
secondary professional graduates had a job atntigedf the surveys). More than half of all
respondents (mostly higher education graduates)dfgabs relatively easily, but around
30% reported first jobs with little relevance teithcore speciality (in secondary professional
graduates and post-secondary non-tertiary graduaited another 30% took ‘low-skilled’
first jobs. Informal sources and personal connestigsuch as relatives, friends and
acquaintances) were the most used methods toHenfirst job. The impact of migration was

8 Labour markets and employability: trends and emales in Armenia, Azerbaijan, Belarus, Georgia,
Moldova and Ukraine. Working paper. European Trajrfroundation, 2010.
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also felt on youth transition. Many graduates hpaeents or other relatives working abroad
and this enables them to leave the country mordydhan was the case for first waves of
migrants (social networks and multiple citizensbgse the process considerably) and they
expect much higher entry salaries than did previmimrt§®.

Emigration is partially associated with ‘brain draand ‘brain waste’. There are signs
that most migrants work in low-skilled or unskillgabs abroad (or outside their expertise)
irrespective of their education. Those who go te tBuropean Union have lower
expectations of being able to use their skills atirand there is a common pattern of ‘skills
waste’. Thus, education and skills acquired at hegem irrelevant and are probably lost to
migrants, host and home countries, rendering thgration process less efficient for all
parties concernéd

2. National employment policy in Moldova

2.1 Moldova’s development framework

Programme for the stabilization and recovery of
the economy 2009-11

The Government adopted a program in November 2608tébilization and recovery
of the economy for the years 2009-2011. This pmogna, which updates the National
Development Strategy 2008 1acknowledges that labour absorption is a mairstcaimt
and responds with a variety of policy instrumeiatsncrease access to finance for stgs
and SMEs:

* Interest rate subsidy or partial guarantee foritsgmovided to SMEs through the state
Guarantee Fund managed by the Organization for IDgwent of Small and Medium
Enterprises. At the end of 2009 the ODSME was miagag portfolio of €335 000 in
guarantees issued in favour of 25 SMEs and triggeirivestment of €1 million. The
Government’s plan is to increase the capital of ®IBSo €6 million in three years,
reaching 100 new enterprises and triggering investsnof €18 million.

» Concessional loans through the National Progranongéhie Economic Empowerment
of Youth (NPEEY). Around 300 projects received asceo concession credit
amounting to €5,7 million by the end of 2009. Tleisding was backed by World Bank
financing. The objective is to continue funding 408w private projects of young
beneficiaries, gender balanced, on concession terms

» Matching grants for invested remittances (PARE 1Atording to research, less than
5% of remittances are invested. In order to bduistfigure, the Government started a
national programme that includes information, comiwation, research, training,
consulting, and financing of businesses createt thie¢ help of invested remittances.
Through this programme, the state will match easlested Lei with a granted Lei for
investments up to 200 000 Lei (€11,300). It is pkohto support the creation of 240
new enterprises in rural areas of Moldova ovemie 2 years.

» Matching grants for implementation of ISO certifioa. Access to export markets is
crucial for SMEs that target economies of scalee Bovernment's objective is to

81 Source: European Training Foundation, 2009.
8 Source: European Training Foundation, 2007, 2028a9.

8 The National Development Strategy adopted by thdidment in December 2007 for the period
2008-2011 lacked a strong focus on work and empémyrissues.
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enable businesses to receive internationally rdagzedn certification. The
Competitiveness Enhancement Project of the WorltkkBws successfully done this in
the past. Our objective is to reach 100 new erissprannually.

In addition, the Government wants to set up a nétwad business incubators and
strengthen the existing ones to provide supporagtfucture, to improve SME viability and
to encourage more innovation and the introductibmew technologies and knekhow
which should result in growing budget revenues. Thevernment will also stepp
procurement of equipment for creation of small stdes in rural areas and provide
matching grants for consulting services for redtming private and statewned enterprises,
including export marketing, studies, plans andvéss.

Increasing the financial allocations provided tlgiouhese programmes is expected to
boost entrepreneur activity but is also seen a®calsmeasure to increase occupation
through self-employment and reduce emigration efléour force.

Rethink Moldova - Priorities for Medium Term
Development

This strategic document was released in March 2Q1€erved as a basis to draft the
national Development Strategy “Moldova 2020".

Worth noting in this document is that the Governmaanted to implement policies
and services to promote women’s employability, esply targeting poorer women in rural
and suburban areas. This is not later found iri@dova 2020” document.

Moldova 2020: National Development Strategy
2012-2020

The overarching goal of the National Developmemnat8gy "Moldova 2020" (NDS) is
to accelerate economic growth and, implicitly, éaluce poverty. The NDS is built on the
following development priorities:

1. Aligning the education system to labor market needsrder to enhance labor
productivity and increase employment in the economy

2. Public investment in the national and local roaftastructure in order to reduce
transportation costs and increase the speed ofscce

3. Reducing financing costs by increasing competitionthe financial sector and
developing risk management tools.

4. Improving business climate by streamlining the fatuy framework and applying
information technologies in public services for inesses and citizens.

5. Reducing energy consumption by increasing enerfjgiexicy and using renewable
energy sources.

6. Financial sustainability of the pension systemrideo to ensure an appropriate rate of
wage replacement.

7. Increasing the quality and efficiency of justiceddfighting corruption in order to
ensure equity for all citizens.

The NDS includes the following employment targets:

¢ Reducing the outflow of young labor force (%), 28.72010), 15% (2015) and 10%
(2020)

* Reducing unemployment rate (%), 9.1% (2010), 694%2@nd 4% (2020)

* Reducing the share of graduates who claim to ndddi@nal training after graduation
(%), 40% (2010), 20% (2015) and 10% (2020)

* Maintaining the rate of replacement of salarieshvgensions (%), N/A (2010), N/A
(2015) and at least 25% (2020)
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* Increasing the ratio between average retiremergiperand subsistence minimum for
pensioners (%), 70.6% (2010), 75% (2015) and 82qR0

» Creating the regulatory framework for the introdoictof mandatory private pensions
and coverage of employed population (%), N/A (20X&mework introduced (2015)
and 20% (2020)

* Increasing the share of employers satisfied wibbodaquality (%), 15% (2011), 50%
(2015) and 85% (2020)

The institutional framework for monitoring and ewation of the NDS will include two
main players. The Interministerial Committee foragtgic Planning (ICSP) will oversee the
implementation of the Strategy. ICSP will meet omeads basis, but at least once a year, to
review progress and resolve problems emerged irptbeess. The National Participation
Council (NPC) consisting of representatives ofl@aciety will monitor the implementation
of the Strategy "Moldova 2020". The Government wdlmmunicate the progress achieved
to civil society organisations through the Natiofarticipation Council and will discuss
ways of joint involvement for a successful impletagion of the Strategy.

2.2 Main employment policy documents
Legal framework and main normative documents
Among the main normative documents on employmeMaidova are:

1. The Labor Code of the Republic of Moldova (Law ia@lIXV from March 28, 2003)

2. The law on employment and social protection of gessseeking work (No. 102-XV of
13.03.2003); amended by the law No. 444 of 27.@%20

3. The Law on wages (N0.847-XV from January 14, 2003mended as of 2010

4. Law on the wage system in the budgetary sectorl#&/2006 of 22.02.2006)

5.The Law approving the Strategy of Social Integrataf Individuals with Disabilities
2010-2013 (No. 169 of 9 July 2010)

6. Decree n° 674 of 19.07.2001 instituting the governntouncil in charge of people with
disabilities (text n° 733). The Council is a conative organ responsible for the
promotion of the national policy, the programmes #me preventive measures against
disability and the actions for the rehabilitatidrpeople with disability.

7. The law on equal opportunities between men and wigiNe. 5 of 9.02.2006)

The Labor Code, which entered into force on 1 Cetd003 and the Law on wages
both prohibit discrimination based on sex, ageaklgy, social origins, family situation,
apartheid, political affiliation and religious befls, affiliation or trade-union activity.

In the Law on employment and social protection bé tpersons seeking work,
employment and social protection are mixed togetaed that gives PES a rather unclear
role as both a job broker and a social regulateo, quite different roles. In Moldova, with
its relatively high poverty, the functions of thec&l regulator prevail, making the job-
seeking dimension weak and not prioritised, botterms of human resources, staff training
and financing.

Article 9 of the Law mentions the following institons ‘involved in the achievement of
policies in the field of employmént

a) Ministry of Labour and Social Policy;

b) Ministries and departments of specialty;

¢) National Commission for Common Consultations anikg;a
d) Patronages and trade unions;

e) National Body for Social Insurance;

f) National Employment Agency;

g) Labour Inspection;

90



h) Authorities of the local public administration;

i) Branch and territorial commissions for common cdiasions and talks;
i) Employers;

k) Private employment agencies;

[) Non- governmental organizations;

m) International bodies.

Remarkably, the Law does not clearly point out ttmdies responsible for the
achievements of the objectives of labour markeics, even though it mentions NGOs and
international bodies as involved parties.

PES’ functions are not described in the Law 103, the Law gives the following
statement in Article 6 (Labour market), p. 5:

“The National Employment Agency creates and adrratiss the informational system
of the labour market, which contains primary (elataey) and personal data base,
information of the participants on the labour marke

Furthermore in the Law 102:
Article10. National Employment Agency

1. Policies, strategies, plans and programs concethatabour market are generally
implemented through the National Employment Agelnegide the Ministry of Labour
and Social Policy (hereinafter referred to as thé&dwal Agency).

2. The National Agency is an administrative authowith the status of a legal entity.

3. For the organization and coordination of the emplent activity and social protection of
the persons seeking jobs, created at territonall land subordinated to the National
Agency, employment agencies (hereinafter refemeabtthe agency) with the status of a
legal entity, in the basis of the labour force adf.

4. The National Agency is led by an administrationrbpformed on the principle of parity
from representatives of Government, trade uniowiseamployers.

Such is the legal description of NEA's and PES’ ctions as a channel of
implementation of “policies, strategies, plans @ndgrams concerning the labour market”.
Even if the translation to English is not perfectlgrrect, this description needs more
precision and content.

As for thesocial dialogue there was no progress on the adoption of the-éomajted
amended draft of the Labour Code, and there areetna about the non-conformity of
certain provisions with its basic standards, intipalar as regards the right to strike. The
draft law on social dialogue is still under parlemary examination, and bipartite social
dialogue still needs to be strengthened.

The national employment strategy (NES) 2007-2015

The NES received executive force by government $daciNo. 605 of 3% May 2007
approving the National Strategy for Employment 2Q075.

The NES 2007-15 states that “The employment chgdlerthat the Strategy seeks to
address are: low productivity and low wage jobsstiyan the informal economy; migration
and brain drain; high rates of youth unemployméarig-term unemployment; low capacity
of the employment services to provide quality sesito the unemployed and to enterprises
and little involvement of the social partners ire thesign, monitoring and evaluation of
economic and social policies.”
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The last challenge mentioned is being tackled hadituation improved during the last
5-6 years. But the other challenges are still detmg Moldova’s social and economic
landscape.

NES 2007 — 2015 states the following on the Nati&@maployment Agency’s functions
and funding:

“The National Employment Agency (NEA) will be theam institution responsible for the
implementation of the labour market policies foersdy the Strategy. The main programmes
will include employment mediation, design and immpémntation of labour market training
programmes, and the administration of unemployrbenifits. To meet the targets set forth in
the Strategy and the National Action Plan on Emplewt, the local employment offices will
mediate between institutions and organizationslirain the implementation of employment
policies at regional and local levels, includingptoyers’ and workers’ organizations, private
employment agencies and non-governmental orgaoirati

Comparing this statement with the one in the La®, M}e see a mismatch and non-
coherence of NEA's functions. Both the Law and $tieategy should be revised, and NEA's
functions, and funding, should be made clear amg@nt in both documents. Of course, the
Law and NES have to refer to another ministry rasfide, the Ministry of Labour, Social
Protection and Family.

In February 2009 Moldova adopted a yearly Acticempbnemploymentvith a view to
implementing its 2007-2015 Strategy on Employm&he 2009 action plan aims to increase
the capacities of the Government and social pastimeformulating employment policies; to
improve labour market information and labour stassand to better target employment
services and programs.

It has to be mentioned that some of NES’' policy sneas are implemented and
working, though not always effectively enough.

The ILO agreed to a Decent Work Country Programb\&CP) with Moldova for the
years 2008-2011, updating the 2006-2007 DWCP. To@8-2011 DWCP focuses on
harmonisation with the EU. Other objectives incltide development of a system to manage
labour disputes, developing policies and legistatio address the problems of labour
migration, human rights, combating trafficking irurhan beings, and improving the
effectiveness of social protection with a speaals on vulnerable groups.

The financial coverage of the NES will be securbtbugh budgetary and extra-
budgetary resources, as well as through EU finhrasistance. The unemployment fund
will finance the largest share of expenses asstiatith NES implementation. The
allocation of funds necessary for the implementabd the NES will be carried out on an
annual basis during the formulation of the NAREtjonal Action Plans on Employmégnt
and will be reflected in the yearly expenditurerieavork.
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Table 4. Statistics on expenditure on labour market policies, public employment services and registered

unemployed (% of GDP), 200884,

Total spending on Moldova Azerbaijan EU27

labour market policies
(active and passive), %

of GDP 0,05 0,1 1,6

Spending on ALMPs, %

of total spending on

labour market policies 44 15 Appx. 30 (0,45% of GDP)
Unemployment rate, %

(Labour force survey data) 4 6,5 7

% of unemployed

receiving cash benefits 7.4 1

The statistics in this table is alarming; Moldosausing only 0,05 % of GDP on labour
market policies, against 0,1 % in Azerbaijan arglo,in EU27.

The issue of a sufficient financing of the emplowtpolicy is a complicated matter.
There is a normal process of budgeting, the Mipistr Finance getting budget proposal
from the NEA, adapt it to the existing politicatantives and returning it as a budget, but the
problem is that the budgeting is far from enoughe Teason appears to be as follows. The
major concern of the current Government of Molddike of the previous one, is to provide
the basic benefits to the people and in Moldova theans social benefits, which cover
unemployment too. The Government’'s budgetary resipdity on the field of employment
is therefore reduced to only financing the NEA. iktbe existing law framework allows
international actors to participate in the emplogtnmeasures (read: finance them). Such
approach of the Government witness of its unwiti@gs to recognize the importance of
employment strategy and policy, and demands a bevealreness-raising campaign and
series of trainings, conferences etc initiatedlsy &nd other international constituents.

Deputy Director of the National Employment Agendsessed also that underfunding
makes mobility support, support of the employersditing of the Employment Fund, etc.,
practically impossible to realize. The CNSMare the opinion of many stakeholders that
good intentions of the NES are constrained or cetefyl stopped by underfunding.

Other documents
The Ministry of Labour, Social Protection and Famileveloped together with the
social partners a draft Action Plan on UndeclaredrklVwhich took on board the ILO’s

analytical work as well as the improved data cditec obtained through the technical
assistance to the National Bureau of Statisticewtence-based policy-making.

8 Source: European Training Foundation, 2009.
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2.3 Assessment of the employment agenda
Revision of the NES needed

The objectives set by the NES have not been aathieSetbacks suffered by Moldova
during and after the economic crisis of 2008/9, ehamade it necessary to lower the
expectations and in many senses look for a new Jtae country needs a new, revised NES
that can better respond to Moldova’s current chgks and point out the best solutions for
the next 3-5 years. The objectives of the stramgyld be modified and adjusted to new
circumstances — and new political challenges. VWenkerally, and decent work specifically,
should be proclaimed as a main objective of Moldovamployment strategy. Full
employment of the population under decent conditiand with fair wages should be the
objective of the Government’s policy.

The need of the revision of the existing Nationaiffoyment Strategy was clearly
proclaimed by Deputy Minister of Labour, Social feaion and Family. The specific need
of strengthening of vocational education and comjmaith unemployment, as well as the
regional and local aspect of employment, was enpbddsThe importance of the regional
and local aspects is reflecting the importancehefissue of land in Moldova — ownership,
investments, rural population, effectiveness ofafgculture etc.

The main international instrument for employmenorpotion is the Employment
Policy Convention, 1964 (No.122), which Moldova has ratified. The ILO Convention
calls on ratifying Members to "declare and purssea major goal, an active policy designed
to promote full, productive and freely chosen emgpient”. The general principles of the
active employment policy are elaborated furtheEmployment Policy Recommendation,
1964 (No. 122) and Employment Policy (SupplemenkBrgrisions) Recommendation, 1984
(No. 169).

The European Employment Strategy (EES) of the EaopUnion is an integrated
employment policy approach centred on the broadabies of implementing “employment
policies aiming at achieving full employment, impireg quality and productivity at work,
and strengthening social and territorial cohesicBbuntries are guided in establishing
common objectives articulated around three are#tsa¢a and retain more people in
employment, increase labour supply and modernizgals@rotection systems; improve
adaptability of workers and enterprises; and inseei@vestment in human capital through
better education and skills).

According to the stakeholders, the local dimensibthe NES has to be strengthened,
including development of local strategies and acgitans. As for the development of labour
market and employment statistics, the efforts Hzeen made in Moldova in order to really
enhance the capacity of the National Bureau ofsHitzg.

Lack of a comprehensive development strategy focusi ng on decent work and
employment

The core problem in Moldova is a lack of a compresiee development strategy of the
government, focusing on work and employment, definthe most important fields
influencing employment, hindering full employmenhda setting the objectives to be
achieved in that field in the medium-range peridd.a result Moldova is suffering from
poor governance of the labour market and ineffectiaws. Thus, the aforementioned
strategy should be widely discussed by the peopl&adova, political parties, social
partners and NGOs, and whole civil society, withtipgoation of relevant foreign actors. It
should then be accepted by a political consensdsuaed as a basis for further, and more
sustainable, development of the country.

Lack of such a strategy is the basis for many ofddea’s structural challenges. The
country has around 450 different strategies andsplaorked out by foreign and domestic
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experts and covering different fields of the soeiatl economic life, but none of them are
addressing Moldova’s real need for a vision to ae#t the deepening crisis of the society.
The country is characterized by strengthening megatrends such as increasing
unemployment, low investment rate, weak monetaficypogrowing dependence on foreign
loans and remittances, and high migration numidéotdova is generally unattractive for the
Moldovans, and that is an extremely alarming treAd. effective, socially oriented
governance targeted on the country’s sustainablelgi@ment and setting key objectives
such as market regulated, transparent economy oechbwith strong social guaranties and
specialized programs (child and family protectigender equality, reasonable migration
management) should be given top priority by the ddohn Government and international
organizations operating in Moldova, in their codlirsg of the Government and planning
their activities.

Education

The relevance of the current education and trairipgtem in Moldova does not
correspond to labour market demands. Investmertiutation and training is not targeted
and results in wasting scarce resources. In thigegty a consultation process involving
stakeholders from outside the education systemsntetle carried out, in order to develop
adequate reform strategies. In this regard, ietessary to improve the cooperation between
the labour market and education authorities, oholg the respective Ministries.

Box 1. European Training Foundation. Moldova Country Report. Working document, 2009

Labour policy needs to target one of the main shortcomings of the Moldovan labour market, the mismatch
between education and the labour market. The progress in education and training reform has been rather
limited, especially with regard to the relationship between educational supply and labour market demand.
Secondary professional education faces the most daunting tasks in this respect. Furthermore, the situation is
not helped by the fact that the use of on-the-job training is very limited. Over recent years less than 10% of
employees have received this kind of training. The labour code states that 2% of the employers’ retribution
fund should be channelled into training needs. However, the actual amount is only a quarter of this figure.

Agriculture is especially in great need of quatifizvorkers, skilled to operate the
machines, and the lack of such skilled laboures ligige hindrance to the development of
the rural areas. Higher education is also rathersatied, since around 50 % of all students
graduate in economy and law.

Without making education one of the main prioritfes the coming years, Moldova
will not be capable of ensuring sustainable develemt and growth of the living standard.

Migration

Migration is another important issue to be emphasized bynihe development
strategy. The government is struggling to preveainbdrain, but given the low salaries and
poor social and technical conditions for researahteaching, the graduates seek to emigrate
to more advantageous environments abroad. Thera limk to be explored between
migration, remittances and entrepreneurship. Imrest of the remittances in small
businesses has been a theme of a recent ILO-piiojgbe country. Many of these small
investors withdraw their money after a short tirheugh, not content with the economic
reality of corruption and “grey schemes” of moné&yw. Yet, such projects could play an
important role, becoming a success story and a gmathple to follow for others who want
to invest.

The thorough approach to education, decent labooditons, healthy finance climate

and balanced structure of the economy would alswige conditions for a significant
reduction in emigration of Moldovans, and even regeghe negative migration trends.
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A National Committee for migration lead by Deputyiridter of Labour, Social
Protection and Family has been established, indgdhe institutionalization of the issue.
Among ministries represented in the Committee & ltiterior Ministry, responsible for
migration and asylum policy.

Migration issue was also mentioned often by thekedtalders, indicating the
importance and key character of the issue. Mignaolicy Unit of the Ministry of Labour,
Social Protection and Family emphasized the offensheasures recently taken by the
Ministry in an attempt to reverse the negative deerAmong such measures are temporary
arrangements (salary and housing) for the retursangntists and guaranty of 6 months extra
salary to the returning students (an IOM projecgbour Migration Law was adopted in
2008. Mohbility Partnership is becoming a permaremangement with the EU, including
around 70 projects. EU has also taken initiativereate an Extended Migration Profile on
Moldova, aiming to a deeper analysis of the issue.

The Migration Policy Unit of the Ministry underlinghe need to study migration laws
of the main destination countries, emphasizing goodperation with them (ltaly, Russia,
Cyprus) on the migration issues. The Unit suggpfstsing labour attaché in the Moldovan
Embassies in Russia and Italy. The Unit had ussdoperation with ILO on the issues of
trafficking and labour migration, and needs furthie® support on the issue of private
employment agencies and their role in migration angloyment. More transparency in
licensing of the private agencies and more faiy tharecruiting and providing free services
to the unemployed were pointed out as importanteiss Another perspective might be
interesting for ILO in that context, namely makisgcial partners (trade unions and
employer’s organization) in Moldova and the mairsto@tion countries aware of the
challenges faced by Moldovan migrants (traffickiiiggality, social dumping).

Gender equality

The gender aspeds also very important in terms of the comprehenglevelopment
strategy. Gender equality is proclaimed by the Gawent, is an integral part of the laws,
but in real life there are many negative trendsify the gender balance into the wrong
directions. The Government should launch a proactimd broad gender equality policy
through declaring it as a priority in the Strategjysough revising the laws and through
structural changes within the governmefitseparate Ministry responsible for childhood,
family and gender equalitghould be recommended, giving the Government @ngér
apparatus to handle challenges in that field anth@atsame time giving the Moldovan
population and international community a strongnalgf change.

A country gender profile could be a useful tool €mveiling the core problems in the
field of gender equality, and could highlight wayfsmproving the women’s position in the
Moldovan society. Such important issues as the gemndhge gapwomen's wages is
approximately 25-30 % lower than menp'svork and family reconciliation measures, home
violence etc. could be highlighted in such a doauime

Table 5. Ratio of women to men average monthly earnings (%)

| 2005 2006 2007 2008 2009

Ratio | 72,6 68,1 72,6 73,3 76,4

Source: National Bureau of Statistics.

The laws should be also subjected to revision deoto adjust the legal basis towards
positive, global standard&ender literacyof the population, and in a narrower context, of
Government bodies and country authorities, shoalddknowledged as en existing problem
and given priority by the Government itself.
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The abovementioned issues should be explicitly estard in the new, comprehensive
development strategy. A wider and solution-orieré@groach to the issue is given in the
following section by stakeholders interviewed dgrthe country study.

2.4 Stakeholders
The government ministries

In national social dialogue, tlt&overnment is represented largely by the key mipist
Ministry of Labour, Social Protection and Family,inistry of Economy, Ministry of
Education, Ministry of Agriculture and Food InduystrMinistry of Construction and
Regional Development, which are members of NCCCdratated branch committees. The
Ministry of Labour, Social Protection and Familyapé the leading role in the social
dialogue. At the local level, the state is représgéry local public authorities. Being closer
to the local economy and, consequently, to thel lpepulation, local authorities have a key
role in developing partnerships and promoting coatien between various local public and
private actors. In the context of job creationisiparticularly important that local authorities
have powers that give them the potential to create jobs, thus making their actions more
likely to have a considerable impact on the loedlour market. Although they are often
major employers, their role may need to be straartl if they are to play their part more
efficiently.

On the issue of monitoring the NES, “The role ofombnator in monitoring the
implementation of the NES rests with the Ministfygmonomy and Trade, which is directly
responsible for the development of the NAPE. Thenidliy of Economy and Trade is
entrusted with monitoring the achievement of thgectiives and targets set out in the
strategy according to the performance indicatorentified. The local and central
administration authorities develop regional actans, monitor the implementation of the
strategy’s sector components and evaluate the ingbgmlicy responses. The responsibility
for coordination, monitoring and evaluation at llotevel is entrusted to the economic
directorates of city and regional councils. Theioral system of labour market and
employment statistics will be aligned with EU amdernational standards to ensure an
appropriate monitoring mechanism and the compatalif Moldova’s performance with
that of other European countri€s.’Since the NES’ adoption, the responsibility foe th
monitoring of implementation of the NES has beewveaoto the Ministry of Labour, Social
Protection and Family.

The National Employment Agency of Moldova (NEA)

The NEA is no doubt one of the most important playan the labour market. The NEA
was established in 2003 as a decentralized publicodty in the area of employment.
According to the national legislation, NEA is a ak@ntity empowered with the promotion
of state policies, strategies and programmes infithé of human resource development,
social protection of jobseekers as well as unenmént prevention and reducing the social
effects of unemployment.

NEA delivers upon the four main functions of a mwdpublic employment service as
defined by Convention 88, ratified by Moldova in 959 These are: labour market
information, job broking, administration of actil@bour market programmes and passive
labour market programmes. NEA was additionally gresil tasks related to the
implementation of migration policies as well as iforng the activity of private

% National Employment Strategy of Moldova for 2007t8, p. 6-7.
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employment agencies. NEA is also the instituticat treates and designs the legal base for
employment policy (Law 102 of 2003 and the follogrichanges to that Law were developed
by NEA's experts).

The NEA is understaffed (table 16) and underfundiegractice, NEA is functioning at
two levels, central and municipal, and has only 2d®&loyees, 39 on the central level and
211 on the local level. NEA has 35 offices in Maldo According to one of the central
stakeholders, there is a “political unwillingnessiricrease NEA staff’. There are concerns,
however, surrounding the effectiveness of socialogiue at local level and the scope of the
implementation of ILO’s recommendations in thedialf tripartite cooperation, given the
weak local representation of employer's organizegjoack of human resources and the
remarkable underfunding of NEA itself.

Table 6. Administrative Information for Selected National Public Employment Services.

Labour force Number of Labour force per

(million) PES staff PES staff
Bulgaria 3.5 2825 1239:1
Croatia 1.7 1185 1435:1
Czech Rep. 53 5007 1059:1
Estonia 0.67 289 231811
Hungary 4.2 3500 1200:1
Latvia 1.1 679 1620:1
Macedonia 0,9 505 1782:1
Moldova 1.3 249 5221:1
Montenegro 0.26 342 760:1
Serbia 2.9 1807 1605:1
Ukraine 223 15000 1487:1
Norway 2.57 19000 1351

Sources: 2007 CIA World Factbook, World Association of Public Employment Services (WAPES) Member Survey, www.nav.no

To provide an example, employment support meassuefi as mobility support,
support to employers in creating new jobs, and itgetb Employment Fund, are
underfunded, while vocational education, administidinancially by NEA, is hired out to
private actors, with alleged low quality. Only pigblworks, a traditional employment
measure, receives enough funding. In 2003, NEAestdmplementing active measures, but
the financing was cut off. Due to poor funding,hates targeted towards small and medium
enterprises are almost non-existent.

Other challenges to be mentioned are:

i) poor communication with the Government and poocugision flow between NEA and
the Government;

i) low level of implementation of the employment praaps, often due to lack of
understanding of their importance, both on ceraral local levels;

iii) low quality of vocational education and adult tram
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Box 2. Case of Orhei District; population 125 900 (2009).

4000 registered job seekers, 11-12000 unemployed, but not registered as job seekers. In
2010 the number of unemployed increased by 500 persons. 7000 inquiries were registered at the
local employment office in 2010.

There are 7 employees at the local employment office in Orhei. 39% of all those registered
are young people — qualified workers are migrating abroad. Very few new jobs are being created
and only 150 unemployed received vocational training in 2010.

It is obvious that the volume of work flow is much bigger than the employees can handle.
570 registered job seekers plus 1000 inquiries per year per employee are impossible to cover,
not to mention other functions these employees are required to perform.

The client-centred approach is needed, with cligoh seeker, disabled, young
unemployed etc. to be considered as the absolateeoaf NEA's activity, including its local
offices. Creating local employment councils witlent participation could be considered.
The next step could be an invitation to client oigations or representatives to the local,
regional, and national employment forums. Clientipigation could give NEA’s activities
the necessary feedback from the users, more legitimand local support, result in
strengthened client orientation of NEA, and cowdd to more funding and more realistic
approach from the Government to NEA's challenges

The social partners

At the national level the social partners, as mambéthe Administrative Board of the
NEA, take part in the preparation, implementationd amonitoring of the national
employment programmes. Employers are representethdyNational Confederation of
Employers (CNPM), while the trade unions are regmésd by National Confederation of
Trade Unions of Moldova (CNSM), a result of a merge 7 June 2007, establishing a new
trade union confederation from the Trade Union @defation of Moldova and the
Confederation of Free Trade Unions (Solidaritatea).

The National Trade Unions Confederation (CNSM) udels 28 branches or union
federations, approximately 8 600 primary organtai and about 450 000 members, of
which 120 000 are under 30 years old and 290 08&amen. CNSM has been a member of
ILO since 1992 and the International Trade Unionsf€deration since 2009.

The National Confederation of Employers (CNPM) ike t sole Employers'
Confederation in Moldova. It was established in@.89 five founders and now it includes
30 memberd - three employers’ federations, 12 unions, emptyand professional
associations, and 15 companies (35% of existingnbsses and about 60% of the workforce
employed). It has been party to all national tiiparagreements concluded so far in
Moldova and part of sector agreements in thoseoseathere it is present. CNPM is a
member of the ILO and the International Organizatib Employers (IOE) and benefits from
capacity building support provided by them. The féderation is recognized as the most
representative employer’s organization and is lggainpowered to participate in national
tripartite institutions and to negotiate collectikdour conventions at the national level in
NCCCB, as well as to express views on s draft edguls.

In their role as social institutions in the labonarket of the Republic of Moldova, the
employer’s organizations (locally called “patrongfjeare relatively young organizations.
For this reason, they have not yet managed to fudiysolidate their positions as social

8 Compared with 25 members in 2005.
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partners in the labour market and be active ineatbhomic sectors. The branch level
negotiations are attended only by those busineganarations that represent an economic
sector (construction, transport, agriculture) amdly dn those sectors in which collective

labour agreements were signed. Moreover, only twmpleyer's organizations were able to

create functional regional structures, in agria@tand construction sectors. The lack of
employer’s organizations at the local level ledh®e almost non-existence of social dialogue
at that particular level.

In order to increase the number of members, CNPMaged to obtain tax deductibility
for patronage’s membership fees and began to praedvices in Occupational Safety and
Health at Work (OSH).

Both National Trade Union Confederation (CNSM) aNdtional Confederation of
Employers participate at all stages in processlesereto the national employment policy,
and it is clear that common responsibility on thmpbyment issues has significantly
strengthened the social dialogue.

Social dialogue and tripartite cooperation

Tripartite cooperation and social dialogue are fiynimplemented and currently
present in the Moldovan landscape, both at thel lagd practical level. The problem,
frequently articulated by the main stakeholdersthis weak functioning of the tripartite
system and social dialogue, mostly due to lackhef ¢clear understanding of the need of
tripartism, lack of agenda and objectives for caapien between the parties, slow
implementation of the international conventions amtstable political situation. Further
training in tripartite cooperation, social dialogwnd the dissemination of good practices
from the region are needed.

In Moldova, although there were some attempts sif¥88 to develop tripartite social
dialogue to address the first social and economiesequences of the collapse of the
economy, the dialogue did not take shape effegtivatil 1999. The dialogue was activated
by a decision of the Government taken after coasah of social partnets The
Government’s decision set out the objectives (sglyiroblems via consensus building), the
principles (independence and equality of the pgyrtiespect of agreements concluded, etc.)
and the structure of social dialogue in the courtrilas also specified the roles of the three
actors of social dialogue, namely the governmesglfit trade unions and employers’
associations.

Tripartite commissions for social dialogue were ated at three levels, namely:
national, sector and territorial levels, thus dffgra platform for negotiations and tripartite
consultation between public authorities and squéatners at higher and lower levels.

Besides being members of NEA's Administrative Boaree social partners are also
represented in tripartite social dialogue commissiohich are established on the national,
territorial and sector levels. Bipartite dialogsaleveloping as well.

At the regional level, the social partners taket paremployment policy through the
tripartite Advisory Council. This Council is resble for supporting and coordinating the
regional employment agencies and it also providesnselling for the local agencies.
Cooperation with employers at the local level thea weak, due to the fact that the National
Confederation of Employers (CNPM) is only represdnn 4 districts.

87 Decision No. 356 of 23 April 1999.
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Since 1999, tripartite social dialogue in Moldovaterialised mainly through the
conclusion of tripartite agreements at both theionat, sector and territorial levels.
However, at the territorial level there have beignificantly fewer agreements signed. The
development of a territorial social dialogue hasrbeonstrained by the weakness of social
partners, particularly on the employer’s side.

The structure of social dialogue in Moldova haseytirough transformations during
the last 12 years. The Republican Commission folleCiive Negotiations (RCCN),
established by the Government decision in 199%eseas a forum for negotiations and
tripartite consultation between public authoriteesl social partners at national level. At the
same time it created tripartite commissions foiaatialogue at territorial and sector levels.

The National Commission for Consultations and @uiNe Bargaining (NCCCB)
replaced the RCCN in 2006. It has equal repregentaif all social actors. Its major
objective is to discuss and promote relevant isseigarding economic progress, consensual
decision-making on economic and social matteruallaws, and legal approval of draft
laws before their approval by the Government orRadiament. The Commission has also
negotiated 10 national collective conventions, Wwhiave the force of law, aimed at such
matters as salary and other financial benefits,kimgr and leisure time, child labour,
minimum guaranteed income, etc. The quality of &letors involved in this process, in
particular that of employers’ organizations anddéraunions, is a separate topic on the
national agenda of social dialogue. In this contewernal and external assistance has been
channelled to strengthen their capacities for ctille bargaining, negotiation techniques in
times of crisis and economic recession, servicedivery to members, and capacities to
attract new members. Trainings have been carri¢cbounanagement of migration, fine-
tuning of employment and economic policies, enhdno@mmunication skills with media
and general public, etc. The technical projects asgistance for this purpose was provided
by the ILO, International Trade Union Confederationternational Organization of
Employers, etc.

Tripartite discussions over employment issues fdee within the frame of NCCCB
on a yearly basis (“at least yearly” as it wascattited by one of the stakeholders). Each
yearly meeting is concentrated around one chosee i§/outh, child labour etc). According
to the Ministry, this is the most effective way dorange the tripartite dialogue. Yet, the
complexity of Moldova’s problems should be met bycamplex approach within the
tripartite dialogue, something that could be ackitby setting several issues on the yearly
agenda. A connection between NCCCB and the tdait@nd sector organs should be
stronger and clearer, ensuring that dialogue egtéodhe districts and branches and that
feedback on the policies and decisions is approSedilar bodies have been established at
the branch and district level, and these organsd ne®re involvement, input and
encouragement.

National tripartite agreements, concluded in gdnBraa period of one year only,
address a wide number of issues including thewatlg: macro economic policy measures
to boost growth, wage increases, working time ayearents, and support for workers with
family responsibilities and peace obligation at ek place. In the area of employment,
they included measures aimed at protecting workganst massive redundancies (mainly in
the public sector) and unfair dismissals (in atitees).

Sector agreements focus on such issues as waffs, tarbrking conditions, labour
disputes settlement and occupational safety antthhaaithe work placelLabour market
issues do not seem to top the agenda of these mgnée. The main target of territorial
agreements appears to be initiatives for employmearhotion at local level.
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While the institutional framework for tripartite dal dialogue at national, sector and
territorial levels is recent, attempts to promoipaltite social dialogue and collective
bargaining between workers and employers dates toat893 when two Acts were adopted
by parliament, namely the collective agreements®Aand the Act on labour disputes
settlemerf. The legal framework regulating bipartite socig@logue was supplemented
later by the laws on trade unions and on emplogessciatior, and further consolidating
by the new Labour Code adopted in October 2003a Asatter of fact, the latter piece of
legislation has specified the overall rules sb¢ial partnership in the sphere of labbur

The existence of a comprehensive legal framewarkifgartite social dialogue has not
lead so far to a breakthrough in the developmentatiective bargaining in the country.
Presently, collective bargaining tends to conceéatoa the shrinking public sector, while in
the expanding private sector there are hardly atlgative agreements signed. As a result,
in the latter sector the only protection enjoyedhsy workers, if any, is the one set out in the
legislation. Needless to say, the weak presencéramfe unions in the private sector
(agriculture, construction, services, trade, transpetc.) and the reluctance of individual
employers to engage in collective negotiations sitiiployees represent the main obstacles
for the development of bipartite social dialogu¢hia private sector.

3. Conclusion: summary of key findings and recommen dations

3.1 Summary

Moldova is a transition country facing a numbercbillenges, such as the unsolved
territorial problem of the breakaway region of Tsaistria, underdeveloped civil society,
poor governance and poorly managed migration fl@ug. the natural conditions and the
skilled and educated workforce provide the peréeetditions for successful agriculture and
tourism. The country’s location between the EU aMidaine/Russia is also a potential
advantage.

Labour market policies in the Republic of Moldowvaeghigh priority to prevention and
reduction of unemployment among young people. Tikisreflected in the National
Development Strategy for 2008-2011, the Nationalpyment Strategy 2007-2015, the
draft Strategy for Vocational Education and Trainif2008-2015), the Labour Code, the
National Youth Strategy (2009-2015) and the LawYmuth (adopted in 1999). Also, in
practice, there are or have recently been a rahgeeasures put in place in Moldova, both
domestically and externally-funded, aimed at imprgviabour market outcomes for the
young. These include substantial support to vonatieducation and training and to youth
entrepreneurship. In addition, internships offenaginly by larger companies smooth the
education-to-work transition for graduates.

An employment strategy exists, the consultative iemglementation mechanisms are in
place. However, a nhumber of weaknesses remain, asi¢he lack of a clear employment
focus in the NDS, partial implementation of the NE&r lack of adequate funding.

8 Act on collective agreements No. 1303-XI1 of 25bReary 1993.
8 Act on Labour Disputes Settlement No. 1298-XIRdfFebruary 1993.

% Act on Employers No. 976/XIV of1 May 2000and the Act on Trade Unions No. 1129-XIV of 7
July 2000.
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An important issue underlined by the stakeholdeitheé issue of securing the adequate
participation of the relevant organizations andiésdresponsible ministries, directorates,
research institutions, NGOs, international actorsshaping, implementing and evaluating
the employment policies. NEA in particular is nontent with lack of public discussion on
the issue of employment policy, bad communicatietwieen NEA and the Government, and
lack of the public knowledge of the labour markedipems. This should be seen in a close
connection with coordination and communication. Hetvities have to be coordinated by
onebody (for instance a working group consisted ghhevel representatives, committed to
the principles of decent work, able to work effeely and commit others) — and what is
even more important, the activities and the ideasegated have to be broadly communicated
to the people of Moldova, politicians, expert conmityy and international actors.
Participation, coordination and communication aeekey.

3.2 Recommendations

We divide our recommendations into three parts:tipal, technical and social
dialogue.

Political economy:

1. Moldova needs @omprehensive development strategy with a strongsfon work and
employmentwhich should cover some core issues hinderingcthentry from moving
ahead.

2. Being partly implemented, NES is not working satisbry. It needs a revision, and a new
version should be made for a medium range periogippfoximately 4 years, giving the
Government the opportunity to fulfil the main olijees of the strategy during the current
Parliament term.

3. Both the Labour Code and the Law No. 102 needimevisnd harmonisationiLO could
provide a legal expert to examine the above meatidaws and suggest changes. This
could be done in cooperation with the Ministry dimel NEA.

4. Strengthening of coordination between ministriepomsible for labour market issues, and
between ministries and other relevant actors, ®rgjly recommendedILO should
establish capacity building @ood practice disseminatioseminars on actual themes like
transparency, education, gender policy, rural itaests, effectiveness of tripartite
dialogue etc, and invite the responsible ministregial partners, NGOs, as well as the
international constituents, represented by serfiaias, who would give the seminars the
necessary legitimacy and authority.

5. Tripartite dialogue needs further strengthenir@ne of the tools could be an awareness-
raising campaign within the society to explain tiigectives and possibilities of a tripartite
dialogue and cooperation between social partne3.dould contribute in setting up this
campaign. Then, parties should meet regularly, grealy basis, and discuss a broad
spectre of issues, including general wages poliagour safety, gender issues, and a
regime of investments. Decisions made by the Cosionisshould be mandatory for all
parties. Both unions and employer’'s organisatidraulsl be trained in bipartite dialogue
and collective bargaining, in order to learn negfiiin strategies and be able to negotiate
with the counterpart without involvement of thetsfafor example in wage issues and
labour conflicts. Establishment of a labour mediatbody, ' party involvement in the
labour conflict in special cases, should be seljotensidered and discussed.

6. Gender issuesre to be met and handled seriously. Moldova estrito combat domestic
violence and labour-related gender discriminateomj people’s awareness of the issue is
low. National institutions responsible for gendeligy need to be developed further. The
Government deserves acknowledgment for establishifgovernmental Committee on
Gender Equality, but the situation is so severe $iti@ngthening is needed. As shown
above, restructuring of the Ministry of Labour, &b&rotection and Family into Ministry
of Labour, Gender Equality, and Social Protection,establishing a newlinistry of
Gender Equality, Children and Family Protectimnstrongly recommended.
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Technical assistance:

1.

There is a need for technical assistance to thasiynin creating anew occupational
classification This is needed due to absence of many occupati@hgpeople acquire in
Europe, in the existing classification. Moldova cbreceive assistance on the creation of
the national classification on the basis of theernmational Standard Classification of
Occupations, its updated version adopted in 20@7%kaown as ISCO-08.

Moldova does not have a central unit responsihidoing term statistical forecast3he
National Bureau of Statistics does not have sufimation and neither is it equipped to
perform it. Different ministries make their own émasts within respective branches, and
these forecasts make up the platform for Governmetécision-making. It seems
necessary to establish a central unit, probabliiwiNational Bureau of Statistics, where
ILO could play a central role in planning and cagabuilding of people involved in the
establishment procesPecent work indicatorare another field within statistics where
ILO’s assistance is needed and expetted.

Staff training in NEA and in extension in the Mirysis still needed The themes
mentioned as possible for trainings are: unemplgyedh, vulnerable groups, specially
disabled persons, and employment in rural areasoutd also be beneficial to use the
experience and expertise of other internationalamiptions such as the Swedish
Employment Service, and UNDP, and to develop avasie competence from other
transition countries successfully dealing with $miissues, like Ukraine, Slovenia,
Slovakia, and Baltic countries.

Wagesis another topic where ILO could provide technieasistance. First of all,
assistance with a survey on coherence between wagasblic and private sectors has
been requested in order to look at the level ofréadincome of people. Secondly, such a
survey could indicate the size and spread ofitf@rmal sectoy and people’s incomes
there.

Though labour safetyhas been on the agenda in Moldova for many yeard, both
unions and employer’s organization have been tdaamal even disseminated knowledge
to some districts, the additional trainings of&jparties, Ministry, unions and employers
is needed, in terms of aligning Moldovan and Euappstandards and dealing with work
accidents, just to mention some issues.

Short-termed ILO involvement should focus on asmistthe Government in the
formulation and initial implementation of a new,ngorehensive national development
strategy with a firm labour focus.

Such a strategy should be translated into a newognment policy which could serve as
an effective tool for a smooth transition.

Social dialogue:

1.

The NCCCB needs to be strengthened to be ablealonddn urgent problems in their full
complexity and to define regularity and predictipithrough requiring regular meetings at
given period of the year.

. The NCCCB’s functioning should be strengthened aesburces (budget, secretariat,

human resources) endowed.

LIt has to be mentioned though that Moldova’s IL@mibership and its aspiration to become a
member of the EU have determined important chaimg#ise official statistical system. As a result
of the support offered by the ILO, EU, UNDP andistical offices of donor countries it is possible
today to say that Moldova has a functional andchbddi system of labour statistics. In an assessment
report in 2007, Eurostat assessed this systemiag inearly fully compliant with EU requirements.
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3. The social partners’, as well as the responsibleigtnies’ capacity on issues such as
migration management, gender equality, wage ndgoisg workers’ and employers’ rights
etc, should be strengthened through training caeursmlving high level functionaries and
politicians, as well as the representatives frostridits and international actors.

4. The content of national tripartite agreements ghdad enriched in particular with respect
to employment issues and improvement of the mangasf their implementation.

5. The bipartite aspect of the dialogue should bengtreened as well, as it is the most
important arena for negotiations between the engukgnd trade unions on such issues as
wages, working time and environment, etc. Sucloti@igons, at least to a definite point,
should be carried out without state intervention.

6. Communication strategy and policy in connectiortripartite and bipartite negotiations
have to be developed — the public opinion and tdugesy need to be broadly informed of
the issues to be discussed, outcomes, decisiong,naad the different parties’ initial
position etc.

7. The capacity and presence of trade unions in tivatprsector should be strengthened, as
should the capacity and the presence of the Nati@uafederation of Employers’

Associations at the territorial level.

105



References

Bouton L., P. Saumik and E.R. Tiongson, "The immdamigration on source country wages:
Evidence from the Republic of Moldova. Revised Qrafugust 24, 2009”. Europe and
Central Asia Unit, World Bank.

European Bank for Reconstruction and Developm@itategy for Moldova 2010 — 2013".

European Bank for Reconstruction and Developmdbldova Factsheet, January 2011".

European Commission, “Progress Report Republic aifibva, 2010".

European Training Foundation, www.europa.eu

Expert Grup, “Moldova 2009: State of the CountrypBe&. Chisinau, 2010".

Expert Grup, “Real economy. Monthly economic anticgaeview, issue no.18, April 2011".

Expert Grupwww.expert-grup.md

International Fund of Agricultural Development, wwifad.org
International Labour Organizatiowww.ilo.org

International Labour Organization/Council of Eurpp€ountry Review of the Employment
Policy of the Republic of Moldova, September 2005".

International Monetary Fund, “Moldova, InternatibnReserves and Foreign Currency
Liquidity”.

International Monetary Fund, “Selected Issues Rdpt¥ Country Report 10/232. July 2010".
International Organization for Migration, “Migratidn the Black Sea Region, Geneva, 2008”.
Kontula, Anna & Saaristo, Elina. “Countering traking in Moldova”, Chisinau, 2009.

Krishnamurty, J. The National Employment Policy Asbry Work of the Employment Policy
Department: An Assessment. Geneva, 2010.

Labour Code of the Republic of Moldova. N 154-X\érfr 28.03.2003.

Labour markets and employability: trends and chaks in Armenia, Azerbaijan, Belarus,
Georgia, Moldova and Ukraine. Working paper. Eussp&raining Foundation, 2010.

Law of the Republic of Moldova on employment andiabprotection of the persons seeking
job, Nr.102-XV of 13.03.200%3

Livinski, V. “Is Moldova able to convert internatial anti-trafficking treaties into domestic
policies that prioritize the interests of its o#iiis? A policy process approach”. Migration
Studies Unit. London School of Economics and RwlitScience, 2010.

Maddock N. and L. Ramguttee (2009), Youth unempleynand poverty in Moldova: current
situation and possible response, United Nationsve@pment Programme

92 An unauthorized translation into English.

106



(http://www.undp.md/publications/economic crisis/Yfowinemployment in Moldova
Youth Day En.pdf

National Bureau of Statisticaww.statistica.md

National Employment Strategy of Moldova for 2002G45.

“Rethink Moldova. Priorities for Medium Term Develment”. March 2010.

Trafficking in Persons Report, June 2009. Departroéftate, USA.

Transparency International, Global Corruption Bagten 2010, www.transparency.org

United Nations Entity for Gender Equality and themg®werment of Women,
WWw.unwomen.org

World Bank, “Migration and Remittances: Easterndpdar and Former Soviet Union”.
World Bank, “Moldova: Palicy Notes for the Governmtie

World Bank, “Turmoil at Twenty — Recession, Recgyeand Reform in Central and Eastern
Europe and Former Soviet Union”.

107



Annex: People interviewed

1. Ministry of Labour, Social Protection and Family.

Mr Sergiu Sainciuc, Deputy Minister of Labour, SddProtection and Family
Ms Nina Punga, Deputy Head, Employment Policy Doeate

Mr Gheorghe Sircu, Head of Wage Policies Directorat

Ms Ecaterina Buracec, Head of Migration PoliciestUn

Mr Sergiu Morari, Head of Labour Relations and &bPBiartnership Directorate

2. Public agencies and institutions.

Ms Raisa Dogaru, Deputy Director, National Emplopinggency

Ms Elena Vatcarau, Head of Division, Labour Marketd Demographic Statistics,
National Bureau of Statistics

Mr Marin Molosag, First Deputy-Governor, Nationadiik of Moldova

Mr Constantin Tricolici, Head of Legal Unit, ToumsAgency of the Republic of
Moldova

3. Social partners.

Mr Petru Chiriac, Deputy President, National Trabéon Confederation

Mr Vladislav Caminschi, Chief of Internal and Extat Department, National
Confederation of Employers

Mr Alexandru Slusari, Executive Director, Nationkederation of Employers in
Agriculture and Food Processing Industri

4. International organizations.

Ms Matilda Dimovska, Deputy Resident Representativs Lovita Ramguttee,
Assistant Resident Representative, UNDP Moldova

Ms Ala Lipciu, National Coordinator, ILO

Ms Ulziisuren Jamsran, Gender Adviser for Moldord &kraine, UN Women

Mr laroslav Baclajanschi, economist, World Bank,|l8wa Country Office

Mr Ghenadie Cretu, Migration and Development Progfoordinator, Mr Silas D.F.
Rapold, Labour Migration Project Development Assist International Organization for
Migration

Mr Per Lindberg, Project Director, Mr Vladimir LungProject Coordinator, Swedish
Public Employment Service

Mr Dag Brathole, Head of Mission, the Norwegian $iig; of Rule of Law Advisers to
Moldova

5. Territorial organs.

Mr Petru Lisu, Director, Territorial Employment @€, Orhei District
Mr Andrei Gheorghe Globa, President of Orhei Dist@ouncil
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Chapter IV. National employment policy-making: Less  ons from
Nicaragua *°

Nicaragua is the largest and the poorest count@dntral America. It has the lowest
population density. Around 40% of the populatioved in rural areas. Many people are
illiterate (but their number is coming down rapiddgcording to the Government). The
income distribution is skewed (Gini coefficient56). The share of the population living in
poverty was 48% in 2005 (70% in rural areas). THeeres of people living in extreme poverty
was 17% in 2005 (30% in rural areas) (Spalding,9208ee also annex 4 for some basic
indicators.

The country’s development potential is consideraflbe vast extension of good
quality agricultural land and the low labour anddacosts give Nicaragua a comparative
advantage over other countries in Central Amer@is the country has suffered from a
number of natural and man-made disasters. Theseda@eriodic droughts and floods,
earthquakes, hurricanes and a guerrilla war (in 1880s), which, if anything, did
considerable damage to the country’s infrastructuinethe 1980s the country was subject to
a trade embargo by its largest trade partner.

1. Recent economic and employment performance

1.1 Socio-economic context

The economy has grown at a little over 3 % on ayeia the past decade. Economic
growth turned negative in 2009 in the wake of thabal financial crisis but rebounded by
4.5% in 2010 thanks to world economic recovery Getgp+ 13.2%; exports of goods + 20%)
and higher domestic demand thanks to higher mininuages and the bonus paid to civil
servants financed by the Venezuela cooperation (BXOMO: 42). Inflation is moderate (see
also Annex 4).

Out of a total of 5.8 m inhabitants, 3.9 m are ofking age. Around 2.8 m people are
in the labour force. The percentage underemplay®d% and rising (BCN, 2010). Around
two-thirds of all workers are active in the inforinsactor. Child labour is widespread. Open
unemployment in 2010 stood at 7.4 % and fallingzoading to BCN (2010). Youth
unemployment is significantly higher.

Many Nicaraguans have migrated abroad. Estimatminsheir number vary from
600,000 to over one million. Most of them live amdrk in the US and in Costa Rica. Others
have moved to El Salvador.

The rural sector is the engine of the economy. Adre contributes around one third
to GDP and occupies around one third of the lalforge. Agricultural products and beef
together make up the majority of exports by vaMany rural workers are landless.

Around 14 % of the labour force is active in mamtfiaging. Main industries are food
processing, textile and footwear, wood, chemicdl mmeral products.

% The full version of this country study was preghrby Gijsbert van Liemt (email:

gbvanliemt@yahoo.com). It is based on a missioklamagua from 11 to 24 March 2011 facilitated
by Mauricio Dierckxsens from the ILO Decent Workahe in San José and Berta Guerra of the ILO
project office in Nicaragua.
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Table 1. Employment Structure by Activity (% of total)

Activities 2007 2010*
Total (Thousands) 2,138.5 2,591.7
Primary Sector 28 32
Agriculture 27 32
Secondary Sector 19 16
Manufacturing 14 12
Tertiary Sector 53 52
Commerce 23 25

Source: adapted from BCN; *for methodological reasons not comparable with previous years

Tourism is widely seen as a sector with great pi@keboth from an employment
creating perspective and as a welcome source eigforexchange. The number of foreign
visitors to Nicaragua increased from 800,000 in22@0 close to 1,1 million in 2010.
According to BCN (2010) in 2008 176,000 people wackve in typical tourist activities.
Around 63,000 jobs (approx. 3% of the total) areectly attributable to tourism (hotels,
restaurants, leisure activities, transport).

Nicaragua has Free Trade Agreement (FTAs) with sofries main trading partners.
Among these, the Central American- Dominican RepubUnited States Free Trade
Agreement (CAFTA-DR), ratified in 2005, is the mosignificant. The Association
Agreement between the EU and Central America tbhasaidated Central America’'s GSP
status was ratified in 2010. In that same yearngotiations on a FTA with Chile were
concluded. Negotiations have started on a FreeeTAgpleement with the ALBA countries
(Alianza Bolivariana para los Pueblos de NuestraeAoa) whose principal member
countries are Venezuela, Cuba, Bolivia, Nicaraglemduras and Ecuador.

Exports of goods have been increasing steadily td8D 509m in 1999, to USD 760m
in 2004, USD 1,475 in 2008 to 1.851m USD in 201dpdtts are concentrated by product,
by destination and by exporter. 60% of exports &y are concentrated in just a handful of
products: coffee, sugar, beef, seafood, beans fmonh (he Zona Franca:) textiles and
clothing, and leather and footwear. Non-traditioegports such as fruit and vegetables are
few.

Agricultural products make up 35% of the total94od¥lof this is coffee (20%), with
beans (4%) and peanuts (3.5%) making up much ofréebe Animal products make up
another 25% (mainly beef 15%); manufactured prad®% (cane sugar is the main
product at 8%), mineral products 12% (mainly gald.@o) and hydro biological products
(shrimp, lobster) 7% (APEN 2010).

The concentration of exports by company is high20@7, 70% of all goods exports
originated in just 50 companies (CDR, 2009)

The US (at 30% in 2010) is traditionally the maipert destination, and even more so
for exports from the Zona Franca. Other Central Aca® countries as a group are the
second most important destination with El Salvamamting for 11% of the total. Exports to
Venezuela (13% of the total in 2010) have beere@sing rapidly in the most recent period.
Much of this is beef.

% Based on data for the first nine months of 2010
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The current account deficit has been financed harg¢ferough foreign borrowing;
external cooperation, incl. debt relief; and famiynittances. Remittances have become an
important source of foreign exchange inflows. IM2Qhey were higher than aid inflows.
BCN (2010) estimated remittances to be 820m USROH0 up from USD 519m in 2004.
Others sources put these figures higher.

International aid is important for such a poor dogas Nicaragua. Aid flows came to
USD 657m in 2009 according to the BCN. Europeanodomre reducing or even halting
assistance to the country. Sweden has left. Thes ID, Norway’s Norad and Denmark’s
Danida are on their way out. The Netherlands hastgnnounced that they are closing their
embassy. The decision by these countries to leaear&dua is not so much due to
differences of opinion on how the assistance ishmuld be used but more to the generally
reduced levels of resources available for aid l®se¢hdonors, and with them wanting to
concentrate their activities on Africa. But diffateountries may have different motivations.

Venezuela is the exception. Relations between tlesigents of Venezuela and
Nicaragua are close and the Venezuelan governnasnibécome an important if not a main
source of funding for many of the social (and otlpeojects that the Nicaraguan government
is undertaking.

The funds from Venezuela are not uncontroversialgh. Several of the people |
talked to remarked on the lack of transparencyosunding Venezuelan cooperation. To
what extent the Venezuelan funds are gifts andhatwextent they are loans is not entirely
clear, nor is the way they are administered i.e witimately decides what they are spent on
and why. An oft-mentioned example is the bonus paym (bonus-solidario) that all
Nicaraguan civil servants are receiving, the céstlich (40m USD per month) are entirely
paid for by funds from Venezuela.

In such a politically divided society as Nicaragualependent reporting, data gathering
and data analysis are useful and important. Europeaors contribute to the financing of
the respected, independent think-tanks without whuedp it would have been difficult to
write this report. The funds from Venezuela aresnbstitute as for them the Nicaraguan
Government is the national counterpart. There rcem that the departure of the European
donors could lead to an impoverishment of the pulbibate, including the public debate on
employment issues.

Most Foreign Direct investments (FDI) in 2010 weintto the energy and
communications sector. DFI was 508m USD in 201Grgm 74m USD in 2009. Of this,
36% went to energy and mines, mainly essentialchpital-intensive electricity generation
and hydro electrical in particular. Telecommunioas, another capital-intensive sector, was
second with 23.4% of total. Only 20% of all FDI weéa industry, mainly to the Free Zone.
Venezuela is also becoming an important source ooéidgn investment. Venezuelan
investments are channelled through ALBA. Its flaggbroject is an oil refinery but it also
finances renewable energy, port infrastructurefarestry projects (LARR).

1.2 La Zona Franca

The Free Zone (Zona Franca) is an important soofceoth export income and
employment. Created in the mid-1990s the Zone sateady increase in activity up to 2009
when exports from the Zone dropped by 5%. In 20dvever, these exports rebounded by
30%. In 2010 as much as 90% of all foreign investimién industry went to the Free Zone
(2008: 75%). The number of people active in theaZBbranca declined from 88,629 in early
2008 to 71,452 in December 2009 but recovered @684in December 2010.

Workers in the Free Zone make up an important sbhfermal sector employment.
73% of all INSS affiliated industrial workers (04% of all INSS affiliated workers) were
active in the Zone. Their share in all private seeffiliates is evidently higher (BCN, 2010).
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Box 1. La Zona Franca in Nicaragua

Currently, there are no less than 35 Zonas Francas operating in Nicaragua. These are exonerated from
tax and import duties (aranceles)1. Any company that produces entirely for export can apply for Zona
Franca status. This can be an area, a building, even one floor in a building.

The Government actively promotes foreign investments in the Zona Franca, mainly through its foreign
investment promotion agency ProNicaragua, which provides information on investment opportunities and
on the regulatory framework, and facilitates contacts for international investors. The Government would like
to attract labour-intensive agro-processing activities, knowledge-intensive activities, software development
and financial analysis but in practice the main sectors present in the Zona Franca are contract
manufacturers in textiles and clothing (around 80%), leather and footwear, and car parts. Investors come
from Argentina, Chile, Taiwan, Mexico, the Republic of Korea, the US and Nicaragua, among others.

The Zona Franca has an important place in the gowvent's efforts to create more
formal sector jobs. So far, this is done mainlyotlgh attracting an increasing number of
investors95. In this, the country actively competéth other Central American countries
(not to mention countries in the rest of the woffllljowing the same or a similar strategy.
Nicaragua’s stable labour relations are helpfuhia regard.

Labour relations in Nicaragua appear to be compatgtstable. In 2010 a tripartite
Consejo Nacional del Trabajo was created. The kpaidners have agreed on a minimum
wage for the Zona Franca (and other sectors of¢bhaomy)96. Essential components of the
pact for Zona Franca workers are not just the lefethe minimum wage (currently the
lowest in Central America) but also its duratidmrée years). In an effort to provide stability
to the workers in the Free Zone, in 2011 workerd amployers organizations agreed to
renew the 2008 three year agreement for anothee thears (2011-2013). The agreement
foresees periodic wage increases. As part of tieeparkers receive basic food parcels at
below market prices to help protect them againdtien rises in the price of food. As part of
the pact social housing units are being built forkers who are active in the Zona.

1.3 Employment situation

Economic growth in the past decade has been asamable level (the exception being
2009 when GDP dropped as a result of the globahtial crisis) but this was insufficient to
create jobs for all new jobseekers. The numbereaf jobseekers has been estimated to be
around 100,000 every year. Unemployment and, exame 80, underemployment are high in
Nicaragua.

The poor quality of employment data in Nicaragu&kesait difficult if not impossible
to assess the employment impact of different pediciThe formal sector, consisting of
people registered at the social security institM®S (large enterprises; the civil service; the
Free Zone), is the exception. But even that is @algtially true. Although the Government
would like to attribute (increases in) the numbiworkers in the Free Zone to its policies it
knows full well that these numbers are probablynagh if not more influenced by demand

% One source noted a project to integrate vertidaliyards the local cotton industry.

% There are ten different minimum wages in Nicaragda 1 February 2011 the monthly minimum

wage for the Free Zone was C$ 3,092 (approx. 14D)U®hich places it roughly halfway between

the bottom rate of C$ 1,891 for agricultural woskend the top rate of C$ 4,313 per month for
workers in the building and financial sectors.
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fluctuations on its main (US) market and cost |efhiettuations at its regional and extra-
regional competitors.

The size of the informal sector and the size ofl#b®ur force can only be estimated.
Changes in size are difficult to measure. Keep indnthat between 10 and 20% of the
working age population lives abroad. Official 2af¥a found that 280,000 children between
the age of 5 and 17 were in work. How many famignmbers perform unpaid work?

Nicaragua faces the double challenge of having remte more and better jobs.
Productivity levels are low, inter alia, due tatdlacy and low education of the workforce.
Skilled workers and middle managers are in shqrplsu

Many Nicaraguans survive under precarious circuntets. There is broad agreement
that eliminating illiteracy, improving education cflities, raising teachers’ pay and
improving the attendance rate of children will eathke educational level of the workforce.
There is also broad agreement that the trainingesyshould be better adapted to the needs
of its clients and that it needs additional funding

The macro economy (prices, exchange rate) is widegn as stable, an essential
component for helping economic and employment dgnov&ut the infrastructure (ports,
roads, energy supply) is seen as inadequate. tkitgepower distribution was privatised in
the late 1990s, new investments in that sectoddsjg which led to a growing number of
power cuts. Better infrastructure would facilitateonomic growth by bringing down
transaction costs. Much productive land is virgallaccessible due to poor infrastructure.

The government is investing in improving the infrasture and is attracting foreign
capital into this sector. In 2009-2010 220MW of e@etion, including 60MW with
renewable sources of energy, was installed. Irpérd 2011-14, power generation projects
will be completed that will provide 490MW in additial generation capacity.

The Government is aware of the job-creating poaérmtf infrastructure investments.
When technically and climatically feasible, it atigts to have public works (roads, other
infrastructure) built and maintained in a laboueitsive manner.

All agree on the need for more job-creating investts. The government is proud of
the growing number of investors it has managedttad to the Free Zone and the number
of jobs that this has created (although the contipvala low level of earnings of these
workers is not without its critics).

There is also consensus on the need to stimulegstments by domestic capital. Small
and medium companies are rightly recognized for tive average, low level of capital
needed per job created; for their propensity tomaeee domestic inputs; and in general for
their positive impact on the local economy. Thetvaajority (92%) of all enterprises are
micro enterprises, which employ between one and Workers with establishments with
only one worker making up 62% of the total. Thislirles small repair shops, shopkeepers,
taxi drivers and street vendors (Pefia et al, 2010).

But the fact is that Nicaraguan companies have shegreat reluctance to invest and
create jobs. This was commented on by nearly allthere were different views on why this
was so. Government sources stressed how the gosetnrollaborates with the private
sector in ferias (fairs), how it has created a aeili. Unica (the “one-stop-shop” to reduce
paperwork and facilitate bureaucratic formalitiggjovides tax holidays etc. To them, the
low level of investments is a puzzle considering ¢buntry’s labour stability; social stability
(thanks to government focus on poverty eradicationg low minimum wage; and the
absence of criminality- Nicaragua compares favdyrabthe Mara (gang) related violence
of its immediate neighbours to the north. The Emlent Director argued that investments
were held back by “unjustified fears”.
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All pointed to the need to strengthen the legajulatory and institutional framework
with a view to ensure security and stability fooeemic agents. Uncertainty about property
titles, and in general legal uncertainty, keepg#tments down. Land can be used as security
against loans but only when legal title is undisputThe uncertainty about property rights
and title to land in particular is partly the resaf land reforms. Some progress is being
made in solving land claims and land titling praobterelated to disputed ownership.

Access to credit for small and medium firms, esglcimedium and long-term finance
to agriculture, was often mentioned as a problen®anks are said to have limited
experience with credit analysis, which is to theadvantage of PMEs. Loan appraisal,
monitoring and collection entail substantial fixealsts, and this makes small-scale lending
expensive (Bebczuk, 2009). When property rightdésputed (untitled or unregistered lands
and overlapping title are a widespread problemmd land fixed assets cannot be used as
collateral. NORAD (2003) noted the lack of creditarence bureaus. Also, PMEs have little
experience in contacting banks and need techngsistance in addition to credit. MIFIC
organizes brigadas of ministry officials and unsigr students in law and economics in their
final year to help PMEs prepare loan requests.

Some argued that large companies’ reluctance tesinwas not unrelated to lack of
competition that encourages them to opt for “a glife”. These companies were said to
only want to invest when they receive subsidiesyloen they operate in a protected market
or in a monopolistic situation. Lack of competitidkkeeps prices high, and acts as a
disincentive to modernize production and raiseigual

COSEP, the organization that represents Nicaradage enterprises, has long viewed
the FLSN (the party in power) with suspicion. Betations with President Ortega have
greatly improved in recent years. Yet they feet tth@ government is sending out mixed
signals and they hint that this may be a reasorhiiprivate sectors’ reluctance to invest.
(Unfortunately there was no opportunity to disctisis issue with representatives of the
small and medium enterprise sector with whom, reldy, relations are less cordial).

The employers had a “particularly complex relattop$ with the Sandinistas before
1990. There was much confrontation. The privatéose@members this well. Up till and
including the last election COSEP openly suppodadopposition (i.e. a non-sandinista)
candidate.

However, since 2009 a new relationship has devdloB®OSEP says that they even
have a better policy dialogue with the current thaith the previous government. In
particular, they have good contacts with the Perxigl and with the “production ministries”
i.e. industry and agriculture. Relations with thabbur Ministry are the exception because
that Ministry is seen as very partisan. In viewthe improved business climate COSEP does
not intend to back any candidate during the upcgreiections.

Nonetheless, the employers felt that the governmastbeing less than straightforward
in key economic and political questions and thahatd a parallel agenda. This parallel
agenda makes the rest of the country suspicioususedit is confused about what the real
goals of the government are. As several othersdoaé earlier, they referred to the opacity
surrounding the funds coming from Venezuela (exg.the civil servant bonus payments a
donation or part of a loan?).

" However, critics consider that this overstatesithgortance of financial institutions on the supply
side and gives insufficient attention to demance daktors. It ignores the role of informal lenders
(friends and family), remittances and supplier @sgdvhich are important sources of supply of dredi
for micro and small enterprises. On the demand, Bdé&czek (2009) argues that a failure to obtain
credit may simply be due to the project not beiradple. See on this also Romero et al (2010).
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They also referred to the parallel consultatiorudtire set up by the Ortega Il
government. Parallel to the open consultation @ede the parliament, the National Labour
Council, and at different levels of local governmehe Ortega Il government is organising
consultations (Dialogueo con la Base) with FSLNuedl Citizen Power Councils (CPCs-
Consejos de Poder Ciudadano)98. These CPCs awg dmwiced by officials of the Labour
Ministry in their spare time, according to the C@S&pokesman.

2. National employment policy in Nicaragua

2.1 The national development framework®®

The National Human Development Plan 2008-12 (NHPR)sented to the Nicaraguan
people in October 2008 in its final version, is thalmination of various strategic
collaborative processes initiated from the time tBevernment of Reconciliation and
National Unity (GRUN) took office. Its operationgdbal is “economic growth with increased
employment and reduced inequality and poverty”. Phesident subsequently presented the
Government’s Programme to defend Production, groand employment (PDPCE) in
January 2009 and the Updated National Human Deredap Plan 2009-2011 (to deal with
the international economic crisis) in Septembera200

The government places priority on encouraging aedelbping micro, small, and
medium-sized enterprise (MSME). This sector haslggeen priority in food production
and job creation strategy, in combating poverty @nstrengthening the legal framework of
institutional policies, incentives, and fair cregiblicies. Modernization through technical
assistance, training, and the purchase of macharehequipment to increase productivity is
being achieved more rapidly based on financialstaste from the Banco de Fomento a la
Produccion (BFP), the ALBA CARUNA Cooperative (Smdrural Fund), and support from
the universities.

The General Directorate of Industry and Technol@€IT) was created in February
2008 to address the government’'s priority of depielp domestic industry. The actions
developed and carried out have been directed thtdtiog and improving the capacities of
micro, small, and medium enterprise, particulariythe industrial sector, so that they can
improve their production and sales levels and tpeiserate income for their owners and
workers, and to creating new companies that caargémjobs and income.

Regarding private sector participation, a matribcommitments with periodic follow-
up has been constructed by a mixed governmenttpraector commission. Periodic follow-
up of the matrix of commitments allows for wide-gamg dialogue on implementation of the
pillars of private sector development on the onaedhend on potentially relevant government
policies and legislation on the other hand.

% The Citizen Power Councils (CPCs) were initialljiednl as boosting citizen participation but
subsequently transformed into an extension of ¥eewtive by presidential degree in November 2007
(LARR, July 2010). Howard and Vazquez (2011, p. @8l the CPCs: “mechanisms for grassroots
organisation and distribution of state resourcebjciv have been set up through FSLN local
structures, and participation in them is mediatedhle local party secretaries”. It is being argtheat
applicants who seek work in a state institutiondneebe recommended by their neighbourhood CPC
to be considered for the joblica TimesJanuary 28- February 4, 2011)

% IMF (2011)
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For the MSME sector, the Program to Support MiSmall, and Medium Enterprise
(PROMIPYME) has been developed and has begun tompeemented. Its development
objective is to “help increase and consolidate dbmpetitiveness of MSMEs so they can
enter the domestic and international market wittatgr advantages and continue in the best
way possible to be a source of quality employmemd &come for their owners and
employees, helping to substantially reduce the pipWevels of the Nicaraguan population.”

It should be noted that the MSME sector represemtsof Nicaragua'’s priority strategic
economic sectors since it accounts for more thape®fent of Nicaragua’s corporate base,
generates 70 percent of its employment, and 4@peof its GDP.

During 2007-2011, the National Industrial Developt®olicy was approved and its
Implementation Plan was formulated, which has bepdated for the years 2010-2014.
Nicaragua has been successful in achieving a Hainess climate by establishing a legal
framework that promotes the growth and vitalitycaimpanies. This framework includes
Law 645, the Public Sector Administrative ContnagtiLaw (Law 737), the Law on
Promoting Competition (Law 601), the Law on RecgaloGuarantee Corporations (Law
663), the Law on Trust Agreements (Law 741), treftdraw on Real Property Guarantees,
the Exchangeable Invoices Law, and the Factoring.LA draft Policy on Science,
Technology, and Innovation was developed in conjancwith the Nicaraguan Council on
Science and Technology (CONICYT).

In the context of the reorganization of governmestitutions, Nicaragua’s Small and
Medium Enterprise Institute (INPYME) has been asstjits new strategic guidelines based
on four strategic pillars: making the role of th&ME sector visible; providing training and
specialized technical assistance on aspects ofndmsi management, productive and
commercial technique; promoting  access to selectimarkets domestically and
internationally; and linking the MSME sector to tioeirism sector.

Attention to MSMEs has been mass produced natiyitaibugh the Support Center for
Micro, Small, and Medium Enterprise (CAMIPYME) si&ry more than 40,000 MSMEs
over the last three years with decentralized sesvitelated to training and technical
assistance, trade fairs, departmental, national,istiernational events, access to financing,
and improved product quality.

Restitution of the right of children not to work. A tripartite roadmap agreement was
approved and signed to declare Nicaragua free thenworst forms of child labor by 2015
and from all forms of child labor by 2020. Meanvehihiring children to work is being
actively discouraged and the authorities are madnijocompliance with rights of adolescent
workers.

Strengthening of labor laws and regulationsThe authorities have strengthened the
regulatory framework governing labor issues. Thevegoment has endorsed ILO
Conventions 81 and 129 on labor inspection angérormance of the Inspection Service.
The National Assembly enacted the General Law dioténspection; the Law Amending
and Supplementing Chapter VIl of the Labor Coddijclw regulated domestic labor by
adolescents; and the General Law on Hygiene aretysaf the Workplace. For its part, the
Supreme Court sitting in Plenary unanimously appdothe preliminary draft Nicaraguan
Code of Labor Law Procedure, which it sent to thatidhal Assembly for adoption.
Nicaragua also ratified ILO Convention 169 concegnilndigenous, Tribal and
Afrodescendant Peoples.

In 2009-2010 the Government of Nicaragua continteeddevelop and strengthen
bodies, mechanisms and instruments for overaltossicand institutional planning, within
the framework of a system that has supported eixecand monitoring of the NHDP and
the other related plans.
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The National Planning, Investment, Budget and Cratjfn Council was established
by Presidential mandate in 2010 as an overarchiody to coordinate planning; the
organization, allocation and programming of finahaiesources; and public management.
This function is replicated within the various ages, in order to coordinate all the factors
needed to achieve national and institutional goBEh®re was a qualitative leap forward in
terms of monitoring government execution when tlaidhal Planning, Investment, Budget
and Cooperation Council was established, along igtNational Technical Committees and
the National Institutions Commission, which meeiceva month to follow up on fulfillment
of the government’s strategic goals and executiothe Public Investment Program, the
Budget and cooperation funds. These bodies revigpleimentation and define actions
needed to meet the goals proposed. As a forum, @ineyhelping to strengthen human
resources by sharing best experiences and disgu$sen challenges faced in national
development.

In-depth sectoral dialogue has been maintainedderao develop the (inter)sectoral
relations and synergies that have proved to bengoritant for effective implementation of
the NHDP. This is exemplified in the operationstioé National Social Welfare System
(SNBS); the Agricultural and Livestock Sector (SBABnd the educational, health, energy,
environmental, natural resources and disaster ptievesectors.

Medium-term Budgetary Frameworks were formulated2@07-2009 and 2010-2013,
and progress is being made with bringing them ilme with the National Human
Development Plan (NHDP) and, as regards macroedondate, with the Economic and
Financial Program (PEF). That harmonization prostiisneeds to achieve greater linkages
between planning and the budget.

2.2 The Employment Plans

There has been no shortage of employment plansthied documents on employment
for Nicaragua. The ILO has been involved in theppration of all of them. This
involvement has been of different types, rangirarfrinternational experts who prepared
background documents and who were actively involiredhe preparation of, and the
consultation on the Planning document; to techrdéapport provided by the San José Office;
to the financing of a national expert. In the ldstade the following documents have been
prepared.

1. Politicas para el Fomento del Empleo y el Trabaodhte en Nicaragua (April 2005)

2. Plan Nacional de Empleo y Trabajo Digno (March 2008

3. Lineamientos del Plan Nacional de Empleo y TralRsoente (PNETD) Contextualizado a
la actual Crisis Mundial (July 2009)

4. Plan nacional de Empleo y Trabajo Decente: Prog@den@eneracion de Empleo solidario
y Trabajo Decente en Nicaragua (October 2010)

5. Plan Nacional de Empleo Juvenil (in preparation)

We will briefly describe each of them.

2.2.1 Politicas para el Fomento del Empleoy el Tra  bajo Decente en Nicaragua
(April 2005)

This is the most comprehensive among them. Thiting was taken by the ILO San
José Office. The government acceded because itidewad that with high un- and
underemployment and other unused resources an Emeid Plan would ensure that “all
march together in the same direction” as the segmviser to the current Labour Minister
said. A plan helps to articulate what needs todreechnd identify who should do it.

The exercise was launched in October 2002 in tesitkential Palace in the presence of
(then) President Bolafos. There was a Technicalriltiee and a Steering Committee that
counted with the participation of the trade uni@ml the main employers’ organization
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(COSEP). The government was represented througt.dbeur Ministry, which acted as
coordinator of the preparation process, the Stiat@gd Coordination Office of the
Presidency, the Central Bank, the Ministry for Eatien, the Ministry for Trade and
Industry, the National Statistical Office, the Egemcy Social Investment Fund and other
entities with responsibilities for social and ecomo policy and the implementation of the
“Strategy for the Reinforcement of Growth and thedRction of Poverty” (ERCERP). In
addition to staff from the ILO San José Office anational experts, the project employed the
services of three international experts. During pveparation process, the document's
preliminary findings were discussed at no less thiaree separate workshops held in
Nicaragua. The Plan was approved on 1 May 2006oabtished in the Official Gazette on
18 May 2006.

The document offers a comprehensive analysis of éhgloyment situation in
Nicaragua. Its focus is on the long term. It idéesi the major employment and labour
problems of the country (including rapid labourd®rgrowth; child labour; illiteracy; low
levels of education and skills; low levels of sb@eotection). It lauds the country’s macro-
economic stability, calls for measures to stimutidenand and enhance the employability of
the labour force, and highlights the need for legatainty (land title), for technical and
educational assistance, and for enhanced acces®dd for the peasant and indigenous
population. It calls for more coherence betweenolmbintermediation and vocational
training. The document stops short of identifyipggfic instruments or measures to execute
the proposed policies as, presumably, this wa@rits mandate.

The document does argue that an Implementation Bfeuld be drawn up by a
coordination entity made up of the main actors imed. This Plan should set priorities, and
identify targets and concrete results that can beitored and evaluated. It suggests that the
lead role in this should be played by the Coordimeand Strategy Office of the Presidency.

The document also calls for the creation of a peena consultation mechanism to
strengthen social dialogue though e.g. a SocialEmmhomic Council (Consejo Economico
y Social- CES). And it calls for a strengthening tbé financial, technical and human
resources of the Labour Ministry.

2.2.2 Plan Nacional de Empleo y Trabajo Digno (Marc h 2008)

The new Ortega Il government that was voted ind@&wanted to operationalize (i.e.
make more concrete) the 2005 Plan and align it wsttown priorities as specified in the
National Human Development Plan (Plan Nacional @sdbollo Humano) that defined its
long term strategies to deal with the country’slicat and structural problems, and the
Programa Economico y Financiero 2007-2010 thatskett- and medium-term goals and
targets.

The Labour Ministry was given the lead role in tHibie preparation of the 2008 Plan
was co-ordinated by a national consultant (Dr. $ithtnGémez, the former Employment
Director at the Labour Ministry) whose services evgraid for by the ILO. Dr. GOmez
organised a round of consultations with the sgg@atners to stress the point that this was
not to be just a government exercise, and withesrtatives of local governments and local
social organizations. In this “Second Phase” (ewords of Dr. LOpez) a questionnaire was
drafted and sent to municipalities and other sectbat had not participated in the “First
Phase” (i.e. the 2005 Plan). This decentralizedtgs® was an essential component of the
Plan's preparations. Local committees and mayorsewasked to make their own
employment plans. The underlying rationale wag¢ate “ownership”.

Roughly half the 2008 document is made up of “Cosge measures and actions”.

These cover measures and actions to be taken ishttré-, medium- and long- term. The
short-term measures include the following:
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e In agriculture, the document calls for some 13 me=s to be taken to stimulate
production. Responsibility for these lies largelytside the domain of the Labour
ministry-although two items refer to minimum saégrand social dialogue.

e In small, medium and micro enterprises a large rarmdf measures and actions are
suggested to ensure their growth as a source dbgmpnt generation. These measures
are basically the responsibility of other minisirie

* The cross-cutting measures and actions suggedtghifdy within the responsibility of
the Labour Ministry and partly outside the respbifiies of that Ministry (e.g.
infrastructure, tourism, credit, pubic investmetngde policy, education, simplifying
paperwork, day-care centres). Those that do (ohtrdg) include transition of firms
from the informal sector to the formal sector, tirgpa labour observatory, drawing up
a Youth Employment Plan, increasing labour proditgti avoiding work-related
accidents and professional illnesses, more coliecgreements, better social dialogue
and setting up €onsejo Nacional del Trabajo (CNT)

The suggested medium- and long-term measures diot@potentially all fall within
the typical competence of a Labour Ministry. Thiesdude the modernization of the training
system, better public employment services, opeamghe possibility for part time work in
the labour law, facilitating the return to the labanarket of people who have been absent
for a while, avoiding abuse of casual workers, iamgroving social security coverage.

A special section discusses measures to be takdénedbcal level. These include
strengthening the role of mayors, adoption of lakintensive techniques for local
infrastructure works, assistance to local PMEs, mmgroving the technical skills of the
labour force.

The last section deals with migrants. It includesasures to improve labour market
information, application of International LabouraBtiards to migrants, and facilitating the
transfer of remittances.

The document does not set targets nor does itraskdgr responsibilities. It contains no
separate budget. Each sector was expected to tealident it was going to do. According to
Dr. Gomez, this second phase was to be followed lifiird phase that would identify
concrete projects with the help of the ILO.

2.2.3 Lineamientos del Plan Nacional de Empleoy Tr  abajo Decente (PNETD)
Contextualizado a la actual Crisis Mundial (July 20  09)

This plan is the result of a tripartite consultatiof the social partners in April 2009 to
find a joint answer to the international economisis and in particular to soften its effects
on employment.

The 2009 Plan is based on the earlier (2008) Rlafso follows up on the Programa de
Trabajo Decente that was adopted in September iB0d&nagua in a tripartite meeting. It is
further inspired by the Government’'s Programme #dendd Production, Growth and
Employment, and the Global Employment Pact adoptedhe 98th International Labour
Conference.

Within the overall goal of creating decent jobsadicating poverty and improving the
living standards of Nicaraguan workers the Plargsats some fifty policy measures. These
range from increasing public investment and esthislg the joint responsibility of the social
partners, to strengthening labour institutions pramoting labour intensive sectors. In a few
cases, responsibilities are assigned to a speaasfitution but these are a small minority.

Emphasis is placed on the need for a favourablerovemonomic environment, the
development of entrepreneurship, and of small- medium-sized enterprises in particular
(through e.g. simplifying paperwork and raising itheompetitiveness), and vocational
training for employability. It suggests the creatiof a Red Nacional de Empleo y
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Formacion, and closer ties between the vocatioaalihg institute INATEC, the investment
promotion agency PRONICARAGUA and the Labour Minyist

To make the labour market fairer and more effigiénis suggested to strengthen the
role of local Governments, the public employmentvise, and the Observatorio del
Mercado Laboral; to prepare a Youth Employment Pknrd to establish more day-care
centres.

The Plan also proposes to raise the number of pamplered by social protection and
to strengthen social dialogue.

The document stresses that it is important to momihd evaluate the plan. However, in
the absence of clear targets and up-to-date atatidiis would at best be a qualitative
exercise. The ILO is invited to help strengthen tthdour ministry’s institutional capacity
through intensive technical assistance the exacreaf which is to be determined in due
course.

2.2.4 Plan Nacional de Empleo y Trabajo Decente: Pr ograma de Generacién de
Empleo solidario y Trabajo Decente en Nicaragua (Oc  tober 2010)

This document was prepared with assistance of Itk $an José Office and after
consultation of workers’ organisations, represéviat of small, medium and large
enterprises, as well local governments and reptatess of grass roots organizations
(Gabinetes del Poder Ciudadano). No mention is nuddgher ministries or other public
sector entities.

The plan is in fact a project document drawn updlicit donor funding (21.2 m USD
in total over 5 years) for seven “work lines” whiaelm to promote employability, reduce
open unemployment and underemployment, create gmplat and self-employment, and
improve the quality of jobs and incomes. The numdfgotential beneficiaries is estimated
at 18,000 workers with another 62,800 people bengfthrough the creation of small- and
medium sized-enterprises. Key elements include ptom the creation of small and
medium sized enterprises, improving the functioniigexisting ones (e.g. through their
increased participation in exports), strengtheraetjive labour market policies (including
strengthening employment services, and the Natibabbur Council Consejo Nacional del
Trabajo), and strengthening vocational training.

The document lists as “necessary partners” a numbgovernment institutions but it
does not make clear which of them will be the amable counterpart for each of the
proposed activities.

2.2.5 Plan Nacional de Empleo Juvenil (in preparati  on)

This Plan is under discussion. A Coordination (8btgg Committee of nine
Government entities together with six UN Agencesverseeing the preparatory work. The
UN Agencies include UNDP, ILO, UNFPA, UNIDO and tWorld Tourism Organization.
The Nicaraguan agencies include the Labour Minidgining institute INATEC, youth
institute INJUVE, as well as organizations thatldei#h tourism, statistics, migration, rural
training, cooperatives and small and medium entspr INJUVE is meant to be the
coordinating agency. The drafting of the Plan isi¢pelone by the Ministry of Labour.

At the time of writing the situation is as follow&.diagnostic of the main problems is
being made, which, in the absence of adequateislatare about perceptions than facts, as
one observer noted. The Plan is meant to focusutmexable youth (e.g. people with a
handicap, single mothers, ethnic minorities) araintrup to 5,000 people to raise their
employability and help them become (better) entepurs. The activities of the project will
be concentrated in 11 municipalities selected kyLiibour Ministry.
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2.3 Assessment of the five plans

The above shows that there has been no shortagemdyment plans in Nicaragua. In
the last ten years no less than five have beerapgdmr are under preparation. Their nature
varies. From the fairly comprehensive analysis autha budget and implementation plan of
the 2005 document to the seven “work lines” witlbwdget and a timeline of the 2010
document.

None of the plans have been implemented as sudhinBiwvidual items mentioned in
the Plans have- although it is unsure to what éxtesse have been implemented because
they were mentioned in a Plan. Think of the Lab®arket Observatory, the Youth
Employment Plan, and the National Labour Council.

It comes as no surprise that the two Plans (thé& Zl@n and —to a lesser extent- the
Youth Plan) that in their preparation consulted bheadest range of groups were also the
best known among the people | spoke to. Few hadh&fathe other Plans. No effort had
been made to make any of the plans more widely know

Leaving aside the Youth Plan, which is still ungeeparation, there is a fundamental
difference between the 2005 Plan and the otherg 2005 Plan called for it to be
implemented by the Office of the Presidency. Intwast, the Plans prepared under the
current (Ortega Il) government appear to have Ipgepared by or on behalf of the Labour
Ministry. According to the senior adviser to thebbar Minister, the Presidency mandated
his ministry with the responsibility for co-ordiiag employment policy making. The most
recent crop of Employment Plans appears to contiim. Implicitly or explicitly the
impression is given that this Ministry would be pessible for their execution. Other
Ministries are mentioned on occasion but it is mfteclear to what extent they have been
consulted and what their role might be in the impatation of each Plan or in the execution
of specific activities. The Labour Ministry clainthat projects are executed in close
collaboration with other sectors of the governmaritthis could not be verified.

Another characteristic of the Plans prepared urtter current government is the
willingness to involve and consult local authosti@hese local authorities are also meant to
play a key role in the execution of the activittlescribed in each Plan.

Overall, it is fair to conclude that the Employmditectorate at the Labour Ministry
has the confidence of the Presidency in employnpeicy matters. The Ministry has
interpreted its mandate by initiating a large nuntfeprojects and seeking finance for them.
It has stopped short of making a comprehensiveysaisabf the overall employment situation
and the different options available to create emplent and reduce un- and
underemployment. A clear strategy is lacking.

Outside the Ministry, its mandate is not in dispiigt its analytical capacity, its
authority -to guide other government sectors, idiclg the financial and economic arms of
government, let alone the productive sector-, atel political clout to co-ordinate
employment policies are placed in doubt.

2.4 Policy priorities

Having been the victim of many disasters Nicaraguare acutely aware of what
government plans and policies can and cannot aehkesr that the impact on the economy,
the infrastructure and people’'s lives of successilveughts, floods, hurricanes and
earthquakes- not to mention the guerrilla war amel trade embargo of the 1980s have
simply been too drastic.

When it comes to government policies they have wason to be wary. In Nicaragua,
the State vs. Free Market debate is no abstraotisisn. Many Nicaraguans are old enough
to have lived through a kleptocracy (the Somozailjanot only appropriated large parts of
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the economy but even the international aid thatrgubunto Nicaragua following the 1972
earthquake), a quasi-state controlled economy riduthe 1980s, the Nicaraguan state
controlled large parts of land, trade, finance, emldistry), and a major privatization exercise
in the 1990s (when the number of state employegspeid from 285,000 in 1990 to 89,000
in 1999- Spalding, 2009).

The second Ortega Presidency (2006-)

President Daniel Ortega S. is a veteran of Nicaagquolitics. He was a leader of the
anti-Somoza guerrilla in the 1970s; ‘coordinatof’tike Revolutionary government in the
early 1980s; elected president in the late 19&@sjdr of the opposition during the 1990 and
early 2000s, and elected President since 2006PFasident Ortega’s government the fight
against poverty and hunger is (and always has likergentre of its development strategy. It
sees employment creation above all as a main raachrtls poverty alleviation.
“Employment is essential to fight poverty” as aisemdviser to the Labour Minister said.
The government has successfully tried to improlatiomns with the employers’ organisation
COSEP, notably since the 2009 international ecooamsis, as part of its efforts to soften
the impact of that crisis on the population and wwkforce. It has stepped up labour
inspections and gives considerable attention tmreimfy respect for the labour law. It
focuses on increasing access to (free) public hesdtvices and basic education, on the
development of small-scale rural producers, ande{sable) energy. It subsidizes energy
consumption for pensioners and disadvantaged neighbods (for an overview of the
Government’s programmes see e.g. Gobierno de Njoara009b).

Gender balance and improving the situation of wornsea cross-cutting goal. Many
government programmes are explicitly targeting wome

Programmes that aim at improving the situationhaf poorest include programmes
such as Hambre Cero (that makes available livestockimproved seeds to poor peasants,
focusing on women), Usura Cero (micro credits maalable mainly to poor women), La
Cruzada Nacional de Alfabetizacion “De Marti a Fid@o raise the literacy rate),
campaigns to reduce child mortality, improve acdessafe drinking water, more popular
housing100. Many of these programmes and campaiggreive financial support from
international donors.

These social programs have contributed to sociddilgy. Together with the labour
stability that go with constructive relations beémesmployers and workers’ organization (as
exemplified in the minimum wage agreements for Zoea Franca) this has helped make
Nicaragua one of the safer countries in Central Aecaeas several pointed out to me.

The Ministry of Labour

The Ministry of Labour has a key role in the imptrtation of the Governments’
policies. It is active in many areas. It promotegrepreneurial skills training for the
unemployed and vocational training to improve eryghility. The Mi Primer Empleo
project focuses on young people in search of fiivsirjob. The Ministry organises courses
in strategic planning of marketing and sales, andvaocational orientation for those
registered at the employment office. Some of them@ses are organised in collaboration
with INATEC.It organises courses in labour rights wwomen workers.The number of labour
inspections more than doubled between 2006 and.2016 active in combating child

190 Critics have argued that the beneficiaries oféehm®grammes are being selected byGbesejos
de Poder CiudadandCPCs), grass roots organizations linked to th&N;She party in power
(Spalding, 2009.p. 376). See also on this: Howaad €£011)
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labour. Nicaragua has signed a tripartite roadmisip tive ILO to eliminate child labour. It is
making the employment services more responsivieeméeds of its clients.

Through its Labour Market Observatory it keepskrat the number of jobs created
and lost, using data from the social security iosdi INSS, from the Free Zone (Zona
Franca) authorities, and from the three-monthsnglhousehold survey by INIDE101, the
latter supplying some insight into developmentghi@ informal sector. Unfortunately, the
data gathered and the analytical works based an tleenain largely in house. They may
reach the Presidency but they are not made avaitatd wide audience.

This illustrates a wider problem that came up wesal interviews: the non-availability
of vital statistics. This is widely seen as a mdjandicap when informed policy decisions
are to be taken or discussed. It is unclear whetieenon-availability of key statistics is due
to a lack of capacity or because the matter isrgloey priority (possibly both). But several
of those interviewed wondered how one can possibise a broad debate on such pressing
problems as unemployment, un- and underemployméenwelevant, reliable, up-to-date
figures are not widely available.

This feeling of unease turns into frustration whéata appears to be collected but not
disseminated. This is seen as counterproductiviesaserely hampers attempts to formulate
and evaluate policies.

Employment policies, projects and strategy

Since 2007, new areas for the generation of jolodppities and defense of workers’
rights against employer abuses have opened uparlitgparrangements are being promoted
as an effective mechanism for managing labor wlati Starting in 2010, the National
Minimum Wage Commission meets every six monthsasd result the minimum wage has
risen on average for 145,673 workers. The NatioDaicent Work Plan is being
implemented, following discussions with Citizen RowCommittees in all Nicaragua’s
departments, municipal authorities, trade uniomspleyers’ associations and government
institutions. As part of the process of restorihg tights of indigenous communities, the
Labor Code was published in the Miskito languagecdnnection with the Joint Youth,
Employment and Migration Program, 11 Municipal Rdiables on Youth Employment
have been installed to facilitate employment arfiesaployment for 5,000 youths between
the ages of 15 and 24. A National Youth Employnt@ommission was also established. It
reports to the National Labor Council where, witle participation of the stakeholders, a
National Youth Employment Program is being devetbpe

In the area of employment (creation) the EmploymBirectorate at the Labour
Ministry considers that in the past the Ministr@gproach had been too passive. Mandated
by the Presidency, it does not want to limit itdelfbeing an intermediary but be an active
participant by, inter alia, making available wodols to the self-employed in such areas as
bakery, automobile mechanics and electricity, emplibuilding, etc. through dedicated
projects. Poor families receive equipment and clowsise their earnings capacity and their
nutritional status. Resources for these projectmecgor have come) from the BID, the
Spanish government and more recently the Venezgeiaernment.

On the whole the Ministry’s responsibilities (ars$y and gathering of data, labour
intermediation, labour inspection, training) ané thay it discharges them are undisputed.

191 The “Encuesta Continua de Hogares”, which staire2D09, covers 8,000 households every three
months (one third every month).
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But this is not the case with the Ministry’s inttiees to actively create employment. Other
sectors place in doubt the Ministry’s capacity ¥eaite projects, at the risk of putting in
jeopardy their sustainability.

The Ministry’s focus on projects as a means totereanployment and promote self-
employment must be seen against the magnitudeegirttblem. Considerable resources are
being used for beneficiaries who are counted inrthdezens, perhaps their hundreds.
Compare this number to the yearly inflow of newrants into the labour force who are
counted in their tens of thousands. It also paatta broader phenomenon: the absence of a
comprehensive employment strategy.

There appears to be no systematic employment gyraldere are activities, projects,
but no strategy. | have found no trace of attertiptmiake a comprehensive analysis of the
country’s employment situation, a broad discus@ibthe options available, or criteria for
choosing the best among those options. Perhapadkef up-to-date statistics played a role
in this. Governments’ focus on poverty eradicatizay also be a factor.

In these circumstances, it comes as no surprisetiiea discussion on jobs gives
disproportionate attention to those sectors wherahers can be counted: employment in
the public sector and in the Free Zone (and thethat the minimum wage supposedly plays
in the latter).

The role of the ILO

As was noted earlier, the ILO has to a significaxtent assisted successive Nicaraguan
Governments with the preparation of Employment ®lalh has been involved in the
preparation of all of the Plans. This involvemeas Ibeen of different types. The Office took
the initiative for preparing the 2005 Plan. It sliggb international experts who prepared
background documents and who were actively involiedhe preparation of and the
consultation on the Plan. Throughout, technicapsupwas provided by the San José Office
(Ferreira, Dierckxens). The Office financed a nadloexpert to assist in the preparation of
the 2008 Plan (Transito Gomez).

Nicaragua participates in the activities of the k. Gistema de Informacidén y Analisis
Laboral (SIAL) that has its headquarter in Panama.

It exchanges experiences, information and analyslated to employment and
conditions of work with other Labour Ministries atrdining institutes of the (sub-) Region
through www.observatorio.oit.or.cr financed by 8ganish government.

3. Conclusions and recommendations

The Government of Nicaragua has formulated a nurob&mployment Plans but it
does not have an explicit employment strategy. Hresidency has passed on the
responsibility for employment to the Labour Minysthat considers that for more and better
jobs to be created it needs to provide more effic@amployment services, apply the labour
law more strictly, and improve the skill level dfet workforce. It seeks to contribute to
solving the unemployment problem by stimulatindg-setployment, above all among young
professionals and women from a poor backgroundpioyiding them with work tools.
These projects receive financial support from imaéional donors.

Implicitly the Government does have an employmerdtagy. By providing a little
capital, it enables poor project beneficiaries twkathemselves out of poverty - or at least to
improve their situation. Indirectly, its investmsrih infrastructure will benefit all producers
- including potential producers - and create jdbsthe long run, its efforts to raise the
educational level of the population and the slaldl of the workforce will also have a
positive effect.
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In the short run, the government is making grefatresf to attract foreign investors into
the Free Zone and improve the business climataudfr@ constructive dialogue with the
large enterprise sector. Its efforts to ensurer@imand macro-economic stability, and on the
other hand labour stability by stimulating dialogbetween employers and workers’
organizations should also be seen in this light.

Why, nonetheless, domestic enterprises are reludaninvest is the subject of
controversy. Perceptions differ. Legal uncertaity difficult access to credit for small and
medium enterprises were often mentioned. Large anies have been accused of risk-
aversive behaviour as exemplified by a prefererame irivestments in distribution and
commerce rather than production, or in (slow gra)iactivities that benefit from limited
competition. The employers’ organization COSEP sithat since 2009 the business climate
has significantly improved, but that in the poblticsphere the government’'s actions lack
transparency; that its political agenda is ill-ursieod; and that on the whole it is sending
mixed signals to the productive sector.

Have the Employment Plans made a difference? Tlastpn is hard to answer as none
of the Plans has ever been implemented. But pregpariplan serves many purposes. It can
be a means to get the main local and central govemh actors together, raise the public
awareness of critical issues, agree on prioritioacand assign responsibilities. It can also
be a means to take into account the views of werlkerd employers’ organizations, and to
enlist their support. Here the evidence is mixeue degree to which there was broad-based
consultation (and thus ownership) varied from PianPlan. Poor data availability is a
deterrent when it comes to discussing policy prafsoand evaluating their effectiveness.

Why were none of the Plans ever implemented? Arswgiffer. The Youth
Employment Plan is not ready yet. The 2010 Plan mvage a project document that could
not be implemented when the hoped-for external utid not materialize. The 2005 Plan -
the most comprehensive of them all - was approust hefore the Government changed.
This placed the new Sandinista Government in argiila. It had promised change and new
directions. At the same time, it was hard to ignibve solid work that had been done under
the previous Presidency in this area. The 2008 milast be seen in this light. The 2009 Plan
was an answer to the rapid downturn of the Nicaaageconomy that, with hindsight, may
have proved less dramatic than appeared at fgbt.9Dverall, it can be argued that none of
the Plans was a complete Plan as it is usuallyééf{analysis of the situation and of current
policies; defining the need and the priorities dotion; assigning responsibilities and setting
clear targets; making available a budget and phogidhe co-ordinating agency with
adequate resources; setting up a programme of onimgjtand evaluation).

One lesson to be learned from the Nicaraguan expegiis that, to have an impact,
medium-term Employment Plans should be drawn uly earin the Presidency and without
delay since the next Government may want to daythamtirely differently. However, such
an approach may clash with another policy objectiMee sense of ownership of a Plan
increases with the number of people and institstitbmat is being consulted during its
preparation, and with how careful the process iagherganized. Inevitably, such a broad,
careful process takes time.

The analysis of Nicaragua’'s successive EmploymdahsPhas highlighted several
variables that are critical for the success oufailof such Plans: Budget, Coordination, Data
Availability, and Priority.

Budget. With the exception of the October 2010 Plan, itesbre a project document
drawn up because of the prospect of external finghaone of the Plans had a separate
budget allocated to it. The absence of an autonerbadget clearly weakens the position of
whichever agency is charged with co-ordinatingithglementation of the Plan.

Coordination. For the co-ordinating agency to be successfuedds to have a certain
standing among its peers or be placed above themagency must be seen to have both the
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power to enforce participation and the intellectaradi technical resources to steer the Plan’s
execution in the desired direction. In Nicaraguarisponsibility that the Presidency laid in
the hands of the Labour Ministry may not have bewiched by the perception of other
government agencies —not to mention the privatéosethat the Labour Ministry was
sufficiently equipped to turn that co-ordinatiospensibility into a success.

Data Availability. Without reliable, up-to-date statistics on thegymnd demand for
labour, the merits of different policy options oolipy alternatives can at best be
approximated. In its turn, the lack of good statsstmay be a reason why successive
governments have been reluctant to draw up detgilads or to formulate a detailed
strategy.

Priority. For an Employment Plan to make a difference ldkpful if a Government
gives priority (and is seen to give priority) toetlgoal of employment promotion. Yet, a
government may consider employment creation aiprjdout still give even more priority to
achieving economic growth and poverty eradicatibinese goals overlap to a significant
extent but not entirely. On one hand, many of ther@re not un- or underemployed, but are
simply unable to earn a decent income from theirkw@®n the other hand, all the
unemployed are not necessarily poor, particularhorg the educated. The relationship
between employment and poverty is thus far frommisiguous. Many poor people are in
work because they cannot afford to be unemploydso,Avhen prevailing rates of wages
and earnings are low, achieving “full employmentllwot in itself lead to eradication of
poverty®. There is considerable overlap between the goflpowerty alleviation and
employment creation. As the senior adviser to tAkdur Minister said, for the Nicaraguan
Government “Employment is essential to fight poyerThe Government is committed to
promoting full, productive and freely chosen empi@ant despite the limited resources it has
at its disposal. But it focuses on reaching poverniyre than employment targets. The
Presidency’s focus on poverty alleviation dateklatong time. It has been the cornerstone
of the Sandinistamovement’s policy objectives for over three decadesaddition, the
policies and programmes of the international dooommunity also tend to prioritize
poverty alleviation.

Recommendations to the ILO

It can be asked whether the ILO should have triedpérsuade the Nicaraguan
government to pay more and more explicit attentiothe employment objective. For this it
would have had to approach the Presidency. Theurdldmistry —as indeed all Ministries —
has limited autonomy in setting policy objectivédl. major strategic decisions are taken at
the top, by the Presidency.

It may be argued that ILO action could make a déffiece in two areas:

» The availability of good, up-to-date labour and &gment data is widely seen as a
problem. Through SIAL and RECAP the ILO is assigtine Nicaraguan government in the
collection, processing and analysis of social angleyment data. The ILO may want to
insist that the data and analyses that result fhisrassistance become available to a wide
audience without delay.

= Youth unemployment is a big problem in Nicaraguarréntly, the ILO together with a
number of other UN agencies and government ageaoiei® the process of drawing up a
Youth Employment Plan. Yet for a problem of thisgmitude it would seem essential to tap
all knowledge andll expertise available in Nicaragua, both inside amdide the

192 5ee on this also Papola, 2008
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Government and the UN. The ILO, together with is¢ées UN organizations, may want to
push for opening up this process and insist tbatxample through public hearings, all
available expertise in the country is consulted gimdn a chance to contribute to

formulating solutions.
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Annex 1: Political History and Key Events

1937
1956
1967
1972
1978

1979

1981

1981-1988
1984-1990
1985-1990
1988

1990-1996

1998
1996-2001
2001-2006
2006-

Anastasio (“Tacho”) Somoza G. President

Luis Somoza D. President

Anastasio (“Tachito”) Somoza D. President
Managua struck by an earthquake, killing ® 08ople

Pedro Joaquin Chamorro, opposition leadesisassmted- beginning of a broad
based popular uprising

Somoza flees the country. A coalition thaludes the FLSNKrente
Sandinista de Liberacion Naciofahkes over. The properties of the Somoza
family and its allies are nationalised. Large sd¢atel reform started. The state
controls a large share of the agricultural land}, imustrial, commercial and
financial activities

Non- FSLN affiliated persons leave the goveamimDaniel Ortega S. becomes
coordinator

Guerilla war with the opposition “contreeceiving support from the US
Daniel Ortega elected President

US trade embargo

Peace agreement signed

Violeta Chamorro (widow of Pedro Joagelayted President. She drastically
reduces the size and the role of the State. State@operative lands are
parcelled out to individual producers, includingsime cases to former
owners, resulting in a strong reduction in the nends salaried workers.
Trade in agricultural products, both internal amiginational trade, is being
privatised. Unilateral cuts in trade barriers.

Hurricane Mitch hits Nicaragua
Arnoldo Aleman F. elected President
Enrigue Bolafios G. elected President
Daniel Ortega re-elected President

130



Annex 2: People interviewed
Public sector:

Ministry of Labour Mr. Fernando Malespin, Aseslerla Ministra

Mr. Odel Gonzalez, Director General Empleo ya8ak

Mr. Sandér Espinoza, Observatorio del Mercaduokal
PRONICARAGUA Mr. Javier Chamorro R., DirectoreEjtivo
Ministerio de Fomento Industria y Comercio (MIFIS)a. Veronica Rojas Berrios, Vice Ministra

Workers Organisations  Mr. José Espinoza (“Chepon”), Confederacion ddithgion Sindical,
Miembro del Consejo Nacional de Trabajo (CNT)

Mr. Luis Barbosa, Central Sandinista de Trabajeslo

Mr. Nilo Salazar Aguilar, Sec. Gen. Confederadi®neral de Trabajadores
Independientes de Nicaragua

Employers Organization Mr. Freddy Blandon, Legal Adviser COSEP, Miemted CNT, ILO
Delegate

Other Nicaragua:

Dr. Ing. Raul Fajardo MC2 Group, Gerente General

Dr. Arturo Grigsby Vado Nitlapan, Director Ejeotdi

Dr. Nestor Avendafo COPADES, Director

Prof. Alejandro Serrano Caldera Jurist, former @rsity Rector, former ILO Official
Sra. Ana Cecilia Tijerino FUNIDE

Sr. Hans Scholte Hotel Intercontinental, Gerentee®a,

Dr. Transito GOmez Consultor OIT, ex Director Gethetle Empleo

Other, non- Nicaragua

ILO Sra. Berta Rosa Guerra, Oficial Nacional deyRobo
BID Mr. Dougal Martin, Senior Country economist
United Nations Sra. Maria Rosa Renzi, Chief UND®rOmMic Section

Ms. Minna Kuivalainen, Responsable Sector Juventud
Netherlands Embassy Mr. Jan Bauer, First Secretary
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Chapter V. National employment policy-making:
Lessons from Uganda

Uganda is a landlocked country in East Africasibest known among its African peers
for its sustained economic growth (over 6.5% inl&st two decades), its success in the fight
against HIV/AIDS (HIV/AIDS prevalence fell from 18% 1992 to 6.4% in 2008), and its
prolonged period of political continuity (Presidéfdweri Museveni has been in power since
1986). Uganda has a rapidly growing populationroéatimated 31.8 million people (2010),
up from 24.2 m in 2002 and projected to increas@8m by 2015. Urbanization is still low
but it is increasing at a steady pace; most pe(@83e€2% in 2010) live in rural areas. The
population is very young; 75% of the populatiory@inger than 30 (GOU, 2011); 50% is
younger than 15 years. Approximately 25% of thelaldorce is illiterate but the percentage
for illiterate women (34%) is much higher than tf@atmen (16%). GDP per capita stood at
USD 478 in 2009.

The number of people living below the poverty lidepped from 56% in 1992 to
24.5% in 2009/10 (GOU, 2011). The income inequahtyrsened in the 1990s but then
slightly improved. The Gini coefficient increasedrh 0.365 in 1992/93 to 0.428 in 2002/03
and then declined to 0.408 in 2005/06 (UBOS 20Mi#3. expectancy at birth increased from
46 years in 2000 to 53 years in 2009.

The current president, Yoweri Museveni, came to ggow 1986 after years of
instability and decline both in human and in ecoimoterms. Between 1971 and 1986,
hundreds of thousands of Ugandans were killed bye ssecurity forces and in internal
conflict. Many more were displaced. Chaotic andadarial rule resulted in the destruction
of productive assets, diversion of resources tosvatide military and away from
development, widespread uncertainty, disruptiomafkets (Kabananukye et al, 2004) and a
reluctance to invest. The Asian community, a keyngonent of the professional and
entrepreneurial class, was expelled; their propeatyonalised. With the exception of 1981
to 1983, economic growth was negative every yeamfl971-1986. Per capita incomes
declined by 40% in the period. The focus of thipgrds on the period after 1986.

This chapter on Uganda’'s employment policy-makisglivided into three sections.
Section One provides an overview of Uganda’s ecanaoi@velopment since 1986 and looks
at Uganda’'s employment situation. Uganda’s econgray by over 6.5%. What caused the
economy to grow? Could it have grown faster thatid® Which were the main contributing
sectors? Up-to-date labour market data is scartealfew trends stand out nonetheless.
Section two discusses the formulation of the Natidmployment Policy (NEP). The NEP
was adopted thanks to a growing awareness of theuseess and persistence of the
unemployment problem, strong pressure from the uals®@ctor, and obligations stemming
from the East African Community’s (EAC’s) Common et Protocol. Section three draws
the main conclusions and recommendations fromnhé/sis.

13 The full version of this report was prepared by jsBért van Liemt (email:
gbvanliemt@yahoo.comlt is based on a mission to Kampala from 19 Jonk July 2011 facilitated
by Mohamed Gassama of ILO Geneva, Alexio MusindthefILO office in Dar es Salaam and Grace
Rwomushana of the ILO project office in Uganda. Hu¢hor gratefully acknowledges comments by
Michael Mwasikakata, Mohamed Gassama, Claire Hpesd Carin Hakansta.
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1. Recent economic and employment performance

1.1 The Ugandan economy in brief: the post-1986

period

Sustained economic growth since 1986 is due torabeu of factors. The return to

peace, the elimination of internal conflicts ané testoration of law and order were key
factors initially. Infrastructure needed repair aagricultural production started again in
former conflict areas. Museveni’'s government bidugeace and stability even though it
was not until 2006 that the whole country was plaseder government contt&

Other factors that played a role are:

Macro-economic stabilityinflation reached single digits in 1993 down frd®3% in
1987) after stabilisation and structural adjustnprogrammes agreed with the IMF and
World Bank.

High levels of funding released by foreign donamsce the agreements with the
IMF/World Bank were signed. Between 1990 and 20@&rnational aid averaged USD
738m per year (Allen et al, 2010). Donors and ¢toeglihave for years contributed a
significant percentage of the state budget: arca0®#b, or roughly 10% of GDP, and
80% of development expenditures throughout the 49@urrently [2008/09] donors
finance 40% of the state budget (Sjégren, 2007 R 2610).

Uganda was the first country in the world to beneéim the HIPC® initiative for debt
relief. Total debt service (interest and amort@atpaid as % of exports of goods and
services) dropped from 27.5% in 2000 to 4.0% in7280d 2.1% in 2009 (AfDB 2010).
Measures taken to encourage investment and to lceliwvestor confidenceMost
Asian properties were returned to their former awnie 1991. Business procedures
were simplified. The Uganda Investment Authoritysvget up in 1991 to promote and
facilitate investment. Investors receive a rangéeiefits (particularly for investments
at 30 km or more away from Kampala), includingryears tax holiday, import of raw
materials and machinery at zero percent import ,dWT deferred at point of
production and help in finding suitable land.

The elimination of foreign exchange, trade and griontrols.The tariff system was
simplified; all quantitative trade restrictions welifted; the marketing of coffee
(Uganda’s key export product) and cotton was lild; public enterprises were
privatized.

Economic growth could have been faster

Against these positive factors must be set othetofa that kept the economy from

growing faster than it did.

High population growtthas kept per capita income from growing fastemual population
growth at 3.2% shows no signs of coming down. Ttadility rate at 6.7% is by far the
highest in East Africa and only slightly below tB9% of 2000 (EAC 2011). The high
population growth has led to a high dependency;rdfiganda’s dependency rate is the

1% that year, the Lord’s Resistance Army (LRA) thain remaining rebel group, fled the country.
The Ugandan army never defeated the LRA. Nor wpasaze agreement ever signed. What is left of
the LRA is now believed to be active in the bordera between the Democratic Republic of Congo
(DRC), the Central African Republic (CAR) and thepblic of South Sudan (ROSS).

195 Heavily Indebted Poor Countries
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highest in the world with 1.12 dependants per woriioughlin et al, 2010). Rapid
population growth places strain on education araltheservices and on food production.
Uganda has had free primary education since 198punil-teacher ratios (49 in 2009) and
pupil classroom ratios (68 in 2009) are high. Aesult of HIV/AIDS and the prolonged
civil war many children have lost one or both otithparents. There is both a high
percentage of orphans (15.7% in 2009) and a higteptage of pupils with disabilities in
primary school (11.3%).

Women (and widows in particular) lack control oveajor productive assetgsulting from
the traditional roles ascribed to them by socititg,burden of many dependents, and land or
property grabbing by relatives upon the death ef $house. Girls suffer from problems
associated with early marriages (Kabananukye €0a¥).

Infrastructural bottlenecksThere has been little investment in power genandtr over 40
years (NDP 2010). Uganda has one of the lowestrigliéz consumption rates per capita in
the world. At 69.5kWh per capita in 2009 estimateshsumption is significantly below
Africa’s average of 578 kWh (NDP 2010). Electric@gsts and outages adversely impact
the whole economy. Manufacturing subsectors thatiywe perishable goods that require
refrigeration or have heavy demand for continuousvegy supply are particularly
disadvantaged (ROU 2008). Only 11% of the popufat® connected to the power grid
(AfDB et al 2011).

In land transport, only 321 km of a total national network of 1266 km is functioning
(NDP 2010). Poor financial conditions, over-staffiand lack of institutional incentive
structures prevent the railways from competing affely for traffic with road transport
(Mwambutsya 2011). 95% of Uganda’s overseas expam imports transit through
Mombasa harbour in Kenya but poor transport conmestto Mombasa and congestion in
the harbour have been a source of frustration éoades (Mwambutsya 2011). The costs
involved are significant® as are those of delays at the border due to csstom
administration, immigration, quality inspection amdnsiting proceduré¥.The poor state
of rural feeder roads holds back rural income gt

Low tax revenue. In 2008/09, Uganda’s tax-to-GDRoravas 12.2%, lower than the
average for Sub-Saharan Africa (20%), Kenya (22f6) Banzania (15%). A large part of
the economy, such as the informal sector and gebsis agriculture, goes untaxed.
Incentives in the form of tax exemptions have a&lismied the tax base. The low tax-to-GDP
ratio contributes to the high donor funded sharggdnda’s budget.

Low labour productivity,which is due to “negative attitude to work, poor nmagerial
practices and poor working conditions” (GOU 20115).and the low level of education.
Close to 77% of the labour force has either no &reducation at all or only primary
education. Those that do receive education angitigeimay not get the right type. “Most of

1% The IMF estimates that transport costs amounffeziive trade protection of 20% and an implicit
tax on exports of over 25% (AfDB et al 2011)

97 The line of trucks queuing to cross from Kenyaiblganda at the Malaba border- the busiest in
East Africa- ranges from three kilometres on goagsdto ten in particularly busy periods. The
typical charge for a stationary truck is betweer$280 and US$ 400 a day. The transporter will pass
on the cost for the truck sitting idle at the barttethe importer. This will, in turn, be passedtorthe
importer’s client and ultimately, to the consuni@eg@rson 2011 p.1). More expeditious handling at the
border seems in everyone’s interest. The recenshpbéished Joint (Ugandan-Kenyan) border
operations through the One-Stop-Border-Post (O$@RBYeduced but not eliminated delays.

1% The lack of roads in rural Uganda has a stronglgedimension say Ddumba et al. “In the absence
of roads, farmers in general, and women in padigudre dependent on middlemen with sufficient
capital to own a truck. With roads, bus companidsstep in and the women themselves can go to
the nearest market and get a better price for greducts” (Ddumba et al, 1999, p.102)
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Uganda’s employees have inadequate technical aofitgsional qualifications.” (GOU
2010: 206).

The Private Sector Foundation (PSFU), an influéhdiaby group, makes a direct link
between low labour productivity and the poor staftdJganda’s training system. In their
view, productivity is low because of:

“...a lack of technical and vocational skills etmiddle and lower level managers...there
is a mismatch between what people are trainednid,véhat the market demands. The problem
of inadequate technical skills is worse in the MSMFpnicro- and small- and medium
enterprises] who are the largest employers...loxel$eof education and specialisation cannot
allow technology transfer and growth in productievels. (PSFU, 2010, pp. 16, 17).

In the view of the PSFU, these are the reasonsfinhg in Uganda remain engaged in
low value added, labour-intensive areas of prodacti“Although wages are low,
productivity is even lower” (PSFU, 2010, pp. 16:4%)

Peace dividends

The restoration of peace stimulated the econonmpatih it was by no means the only
factor, as we saw above. Domestically, the progres®turn to political stability enabled
the country to regain economic growth thanks tad{pgndemand and a better use of installed
capacity that had been idle. A return to peaceumosinding countries favoured Uganda’s
exports.

In fact, the country benefited not just from onet from a succession of ‘peace
dividends’, both inside and outside the countrye Tihst of these was the stability provided
to much of Uganda after Museveni’'s NRM/NRA took opewer in 1986 (see Annex 1).
This was followed by the impact of the reconstuttof Rwanda after 1994. Post 2006, a
new wave of peace dividends stimulated the Ugaretaimomy after the elections in the
Democratic Republic of Congo, but above all aftex tessation of hostilities in Southern
Sudan following the signature of the 2005 ComprshenPeace Agreement between the
government in Khartoum and the Sudan People’'s hitmar Army (SPLA). Equally
important was the end of the conflict in Northergddda and the peace talks held between
the LRA and the Ugandan government after July 200@se led to the RLA’s retreat from
Northern Uganda and the progressive re-integraifddorthern Uganda into the rest of the
economy.

The growth impulse that has resulted from the retirppeace has also changed the way
Uganda perceives itself and how it is perceivedtdyeighbours. At the periphery of East
Africa, this landlocked country situated 800 kmnfrdhe Indian Ocean depends on slow
transport connections through Kenya for its exptotaand imports from the rest of the
world. But today Uganda itself has also become yatkansit country for the Great Lakes
region and South Sudan.

Sector performance

Uganda’s good economic performance since 1987 & fu several factors, the
contribution of each differing in weight over timdoreover, in different periods, different

199 Nathan-MSI Group (2001, p. 12) makes the sametpdinadds, though, that low worker
productivity in Uganda is also caused by “...la¢knformation on the part of managers of efficiency
standards in other parts of the world, ineffectvage incentives..., small-scale production..., asel
of outdated equipment that breaks down frequeritly..
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industries and sectors played the role of growtiren(see below section 1.4). In the 1990s
agriculture and industry were booming. In the fulstade of the new centurgurism and
telecommunications were dynamic sectors. Buildiagd(the production of and trade in
building materials), fuelled by remittances anddepple employed by the donor community
played a big role all along. In the post-2006 periexports have been the most dynamic

sector.

Table 1. Structural change in the Ugandan Economy: Sector share of GDP (and Labour Force employed) (in

% of the total):
1988 2000/01 02/03 05/06 2008/09
Primary sector 34 (66.4) (75.1) 25
Agriculture 51.1 15.4*
Forestry 2.2 3.4*
Industry 18 23
Manufacturing 5.9 (6.8) (4.2) 7.2%
Mining 0.1 (1.0) 0.4*
Construction 41 12.2%*
Services 48 (26.8) (20.7) 52
Hotels and Rest. 1.1 4.1%*
Post and Telecoms 0.2 3.4%
Transport 3.0 (2.8) (1.6) 3.4%
Energy and water 0.6 (6.5) (4.2) 4.1*
Trade 14.7 14.3*
Financial Services 2.3** (2.1) (2.0) 3.2%
Education 2.8 (2.8) (2.7) 5.5*
Health 0.9 (0.8) (0.7) 1.1*
100 100

*2008; **1997

Source: based on NDP, 2010

The discussion on sector performance that follsvmainly based on NDP 2010. In
view of the question marks surrounding the surgexports since 2005 and where these
came from (domestic production or re-exports? - ssgion 1.5), production and export
figures are approximations at best. Productionmeisimay have been understated.

Agriculture. Uganda is a very fertile country; agriculture hi tsingle most important
economic activity. Quality of the harvest and fluations in commaodity prices (particularly
in those of the coffee price) thus greatly influenaggregate economic and export
performance. Uganda exports mainly agriculturaldpots such as coffee, cotton, tea,
tobacco and hides and skins. Many farmers have smil plots. Large scale estates are
only significant in tea and sugar production. 80%tle farmers cultivate less than two
hectares (Ddumba-Ssentamu et al. 1999).

Agriculture grew on average at 3.9% between 1988 H907, accelerated to 5.4%
between 1998 and 2002, but then slowed down to lbg¥veen 2004-2008 and even
registered a 1.8% decline in 2006. Coffee is thglsilargest export product but its share in
the total keeps going down. About 1.1 million hdudds allocate some land to coffee
production. It employs up to 5 million people (Senét al, 2009). Coffee production was
stagnant between 2000 and 2009. Tea, unlike cafeeainly produced on large estates. It
employs upwards of 50,000 people. Tea productianeased by 50% between 2001 and
2008 (ibid.). The cattle population increased fréri million in 2000 to 11.4 million in
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2008. Total milk production increased from 365 imill litres in 1991 to 1.5 billion litres in
2007 (UIA)

Uganda’s agricultural growth since 2000 has beelhbetow the 4.9% average annual
labour force increase. Nonetheless, many of thal iurderemployed appear to be taking a
dim view of their chances of finding a job in urbareas because, remarkably, the share of
people active in rural areas appears to hageeasedfrom 66.4% in 2002/03 to 75.1% in
2005/06. These people may also feel that livinguiral areas better protects them against
the impact of food price inflation, which has bdwgh in recent years.

Several reasons have been mentioned to explaicu#tgrie’s decelerating growth.

Inadequate infrastructureElectricity is one example: only 6% of the housdh in
rural areas have access to grid power. Roads atbean More than 30,000 kilometres of
rural community access roads are unpaved, rendérgmg hardly usable in rainy seasons,
yet these happen to be the most important roadadieculture development and marketing
(Mwambutsya 2011).

Complex and multiple land tenure systdimst land use planning and utilization, and
discourage investment The ambiguity of different systems of land owhéuscomplicates
access to land as a factor of production. The ritj(85%) of land owners do not have land
titles to guarantee their security of tenure. ldlition, problems of alteration of land titles
have caused land disputes. PSFU has some harsh tecsdy:

“.only 18% of Uganda’s land is registered. The daregistry is still not yet fully
automated to provide the economy with informatiomeded to make informed decisions.
Storage and management of existing records is @ramanual and in a very bad shape. Search
and verification of claims is slow and prone tooesr thereby creating opportunities for graft
and corrupt practices” (PSFU, 2010, p. 19)

* Productivity is lowand land degradation appears to be getting wéiaeners’ yields
are typically well below the yields obtained in easch statioris’. The rate of soil
fertility depletion in Uganda is among the high@sSub-Saharan Africa. Agriculture is
undercapitalised.

e Fertilizer use is lowlts use has increased to 1 kg per hectare from Kg3per ha in
2000, but this is still well below the 6 kg perinaTanzania, and the 31.3 kg per ha in
Kenya. More intensive use of fertilizer would clgdyoost yields.

e lrrigation. Currently irrigation is carried out on 14,418 lses of land against an
irrigation potential of 400,000 hectares. This esents 3.6 % of irrigation potential
exploited

* Lack of extension service&overnment policy appears to focus on large faffime
government launched the foreign-donor-sponsored D&ANational Agricultural

10 Much land is cultivated under customary holdingl @hus cannot be used as collateral to secure
credit. However, says Mpuga, 2010, (p. 117-1183, reluctance of formal financial institutions to
lend must be seen in the context of the widespusadf ‘traditional sources of finance’ for micnada
small businesses in rural areas which include ivelstand friends, rotating savings and credit
associations (ROSCAs), various ‘club’ systems wigiobl members’ savings for loans, village banks,
and buyers’ advances (in cash or in kind).

111 According to the Agricultural Sector Investmenaf?2009-2010 (quoted in Mwambutsya, 2011)
the gap between the yields on farmer's gardensthedyields at research stations (and thus the
potential for reaching higher levels of productyits considerable, with research station yieldsdpe
over ten times those attained on farmer’s garderthé case of maize, almost ten times for coffee,
between four and ten times for beans, and two-ahaHaimes for bananas
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Advisory Services) programme in 2002 that, intéa, gbrovides farmers with seed and
tractors. It is seen as a step in the right dioectout it has also been described as
bureaucratic and slow and criticised for being usedpportunistic purposes. In terms
of its own finances the Government appears lessritted than official statements
may lead one to conclutté

Forestry and Fishing Forestrygrowth rates have also been declining from an geera
of 7% between 1998 and 2002 to 3.9% p.a. betwe®4d 20id 2008nter alia due to
declining forest cover which decreased from 4,9utdres in 1990 to 3,6m hectares in 2005,
a 27% reduction.

Fish catchhas been declining between 2005 and 2009 from 8Qliéns to 367,000
tons in 2009 with the 32,000 tons decline in figlught in Lake Victoria being responsible
for much of the decline. Around 100,000 people wdrkn fishing in 2005 (Sender et al.,
2009)

Manufacturing. Manufacturing production growth has also slowegviidn the past
two decades. The sector grew rapidly at 13.2% lpeaveen 1988 and 1997 but growth
slowed down to 6.3% p.a. on average between 2002608.

The manufacturing sector is comparatively smalleniployed 480,000 people in 2005
according to Sender (2009). Around 40% is engagele processing of agricultural export
products (coffee, cotton, tea, tobacco, graingydaioducts and fruit juices). SMEs account
for over 90% of all establishments in manufactur{RpFU, 2010). It suffers from low
productivity and high (imported) input prices. leadiate electricity supply cannot support
heavy industries like steel mills, textile millschaluminium processing plants.

“Uganda’s industry sector is largely informal, chaterized by production of low quality
goods; gross deficiencies in technology; lack digenous capacity; little attention to research;
low development and innovation; lack of foundatioeagineering industries and foundries
necessary for the manufacture of tools and spars far use in different industries and the
generally poor state of roads and rail infrastrrethat makes supplies and distribution of goods
costly” (NDP 2010 p.205).

In addition, agro-based manufacturing suffers frimeonsistency of supply. This is
essentially a farm level problem. Subsistence fesnse not used to the requirements
(steady supply, quality control etc.) of agro-presmrs. Still, the potential for more agro-
processing is generally considered very favourdlangos, flour, cotton, vegetable oils,
citrus products, beef, sugar).

Building materials is another promising subsec@ement production increased from
482,000 tonnes in 2001 to 1,162,000 tonnes in ABXC 2011). There is large unmet
demand for steel but the steel industry suffermaftogh costs of raw materials, inadequate
supply and high costs of energy, and transpot) @anstraints.

High growth sectors. Sectors that have shown above average growth sates 2000
are:

* Hotels and restaurant@vhich the National Development Plan NDP calls ‘toeirism
sector”) grew by 13.1% p.a. on average between 28881997 and after slower growth

M2 The need to improve agricultural production anaidpictivity is often stressed but in actual fact the
share of the budget that goes to agriculture (byoddfined so as to also include forestry and
fisheries) keeps going down (from 8% in 2001/03.f%6 in 2008/09) (Van Waeyenberge et al., 2011,
p.29)
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between 1998 and 2002, accelerated again to aageef 12.5% p.a. between 2004
and 2008. The number of foreign visitors (“toudstivals” in the words of the NDP) in
the country increased from 512,650in 2004 to 844,000 in 2008. AfDB (2010)
estimates that tourism brings in about USD 500 muathy. Growth might have been
higher had it not been for the poor state of Ugandaads and inadequate
accommodation (MTTI 2008). 179,000 people workethanhotel and restaurant sector
in 2005 (Sender et al, 2009). See also the recomatiems section

Construction.Private construction, especially of residentialldings, is the engine of
growth in this sector whose share of the econoipiett from 4.1% in 1988 to 12.2% in
2008/09: “the construction industry has been trsteft growing industry since the
1990s” (PSFU, 2010, p.45). Construction employed®,d® Ugandans in 2005
according to Sender et al (2009).

Post and telecommunicationsvhich the NDP calls “ICT") showed rapid growth
(initially from a low base): 10 % on average betwel88 and 1997; 22.8% p.a.
between 1998 and 2002; and no less than 26.2% &et2@04 and 2008. The main
reason for this growth has been the rapid ratelephone penetration (see tables 2 and
3 below). The deep penetration of mobile telephame internet has opened up many
possibilities to leapfrog traditional developmeriths. It has for instance enabled the
banking sector to roll out innovative products @ business transactions including
mobile money banking, e-banking, SMS-banking, imér banking, leasing and
mortgage products (PSFU, 2010). Uganda is now dirike optical fibre to Kenya and
South Sudan (and to Rwanda in the near future).-Langt high-speed Internet will
support information technology services such asirss Process Outsourcifity
Rwanda’s determination to bring the whole populatimto the digital age as
exemplified by thdCT Bus project® should be a source of inspiration. Mobile phones
and the internet (in addition to local radio) hdégymers stay informed of prices,
technologies and other market information. This esathem less dependent on traders,
improves their bargaining position, thus improvthgir income earning potential.

113 According to UNCTAD (2008, p. 223) these 512,06bancluded business people, transit, “and
others”. Only 86,000 of them were what UNCTAD cdlt&oliday tourists”

114 Edris Kisambira "Uganda: Internet Cable Launchied’East African Business week (Kampala)
October 2011

15 The ICT Bus is promoted by the eRwanda projeceseHCT buses operate as a mobile telecenter
to help bridge the digital divide affecting Rwanslaural population. These buses are fully equipped
with computers, printers, photocopiers, a scanmer @her multi-media facilities. They have their
own generator so as to be independent from enemgpfys In addition, each of Rwanda’s 30 districts
has its own telecenter, each with up to 50 computeww.focus.rw)
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Table 2. Telephone subscribers and talk time, 2005-2009

Service 2005 2007 2009
Subscribers 1,625,902 5,329,202 9,617,267
Fixed telephone 100,777 165,788 233,533
Cellular Phone 1,525,125 5,163,414 9,383,734
Lines per 100 population 6.1 18.9 31.9
Talk time (traffic, million minutes) 1,724 3,005 7,147
Of which international n.a. 88 121

Source: UBOS, 2011

Table 3. Internet Users and subscribers, 2005-2009

Subscribers and users 2005 2007 2009

Fixed Internet subscribers 9,500 15,500 30,000
Mobile Wireless Internet Subscriptions n.a. n.a. 358,828
Estimated Internet users (‘000) 1,000 2,000 3,000

Source: UBOS, 2011

Mining and oil. Mining grew by 34.6% between 1988 and 1997 (frolovabase), 8%
between 1998 and 2002, and 13% between 2004 ari (RIDP 2010). Oil. Uganda
does not produce any oil but it is expected toalstarting in 2015/16. Some estimates
indicate that the country has the potential of podog up to 200,000 barrels of oil per
day, sufficient to generate in excess of USD2brualty in export earnings. The oail
revenues are expected to revitalise the economyraddce donor dependencies to
minimal levels (PSFU, 2010). But while in the mediuo long term the country stands
to benefit from the oil discoveries which, if spemisely, could provide a welcome
boost to the financing of Uganda’s economic groviththe short term the necessary
inputs for getting the oil flowing will nearly alheed to be imported, adding to the
country’s current account deficit (see below sectio5). There is also the need to
negotiate fair agreements with the oil exploratiol exploitation companies as indeed
the process of selecting the best companies fowtine. By Uganda'’s standards the
sums involved are considerable and the possilgilioe corruption obvious. At the time
of writing there is a debate going on between #ggslative and the executive branch of
government over the lack of transparency surrougndtie oil deals and the financial
benefits that certain groups and individuals mayehgeceived in the negotiating
process.

International trade and remittances

Uganda’s international trade has increased sigumiflg in the last two decades, and

particularly in the post-2005 period. This is ldygéue to Uganda’s enhanced trade with its
immediate neighbours which, as a group, now arendga main trading partner. By how
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much external trade has gone up and which prodamieunt for the increased volume is
hard to say as informal exports make up a sigmfishare of the export increase.

Uganda consistently imports more than it expottsuhs a sizeable current account
deficit. Main imports are fuels, food, steel, cheahi and pharmaceutical products,
machinery and transport equipment. The Asian centinis the main source of Uganda’'s
imports and accounted for 34.8% of the total in@00

Uganda’s trade statistics distinguish between om dme hand formal exports -
subdivided into traditional and non-traditional ers- and on the other, informal,
unrecorded exports. Traditional exports (coffe@, teotton and tobacco) increased from
267m USD in 2005 to 420m USD in 2009 through a afixolume and price effects. Non-
traditional exports grew faster and more than dedibh value between 2005 (545mUSD)
and 2009 (1,147mUSD) despite a 28% decrease liargsst single component, fish exports
(to 103m USD). Cocoa beans exports tripled to 278DUCut flowers stagnated at 26m
USD in 2009. Cement exports increased from 15,600ds in 2004 to no less than 390,000
in 2009. Unfortunately, the Uganda Bureau of SiaisUBOS classifies 65% of non-
traditional exports under “Other products”.

While exports to all the neighbouring countriesrgased drastically, those to (South)
Sudan increased the most. By 2009, fully 44.6% IbfJganda’s exports went to Sudan
(UBOS 2011). Most of these exports are informal agtgp (AfDB 2010). The European
Union saw its share of the total decline from 2418%1.0% in 2009.

Informal trade is nothing new to Uganda (Ackellot@get al., 1997). High sales taxes,
lack of working capital, cumbersome procedures ‘et seeking behaviour’ among public
officials at major border crossing points encouragealers to pass their goods through
undesignated routes (ibid.). Transactions are maitdne on a cash basis. Trade is
characterized by a quick turnover of stocks. Tradely on hired transport and third party
storage facilities. Typically, they hire portersdarry small quantities of their merchandise
through footpaths (ibid.).

But the drastic increase in informal exports inerdgcyears is a hew development.
According to Uganda Bureau of Statistics UBOS,fdat that Uganda’s total exports tripled
(to 3.125m USD) in the period 2005-2009 was duevalall to an upsurge in informal
exports from 200m USD to 1558m USD (formal expar&arly doubled in the period).
According to the same sourtéégganda’s 2009 informal exports reached half thealtaif
3.125 m USB®™

There is some uncertainty as to the compositiothefinformal exports. BOU/UBOS
reports that the informal exports are mainly indakproducts (shoes, sandals, maize flour,
and beer) and to a lesser extent agricultural codites (fish, beans, maize, cattle and
bananas) but that the composition differs by cguofrdestination (BOU/UBOS 2011 p.
ix). According to Mwambutsya (2011) 60% of informakports are agricultural exports
(mainly maize and beans) and 37% are industriabegpBoth sources may be right as the
composition may vary over time.

No data are available on the share of re-exportthéntotal. The question marks
surrounding the size, the origin, and the compasitf the informal exports make it hard to
estimate with precision the level of both domestioduction and consumption. To the
extent that they are nog¢-exports,informal exports may lead to domestic productiomgye

116 These are preliminary figures. BOU/UBOS 2011, whilso noting a rapid upsurge in informal
exports puts the 2009 total at only half the UB@re, or 798mUSD (BOU/UBOS 2011)
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understated, domestic consumption being overstateldpth. Similarly, informal trade may
lead to employment being under-, and unemploymeimigooverstated

Large-scale informal exports can also lead toafloshortages of certain items and
contribute to higher prices for the domestic pofiotta More cash gets into the economy.
But State revenue clearly suffers. Other poteptiablems are quality control and adherence
to phytosanitary requirements due to poor handingng transportation and storage of
goods, and the number of times that the goodshdfted from one mode of transport and/or
storage to another (Ackello-Ogutu et al., 1997).

Remittanceshave gone up considerably in the last decade emestimated to have
reached between 773m USD and 1,392m USD. Despitgublicity surrounding former
army personnel working as security guards in Irad medical staff having emigrated to
North America and Southern Africa, most expatriaflgandans appear to be active in
neighbouring countries. In South Sudan, for examplgandans operate small-scale
businesses, work as taxi drivers, construction exxkadministrative and service personnel
and import most of the food into Juba (CSOPNU, 2011

Inflation and real wages

After having come down to single digits by 1993Jdtion started to accelerate again
after 2005. It has been in the double digits s2@@8 (+40% between 2005 and 2009). The
main cause for inflationary pressure is food imflat(basic food prices went up sharply in
2008; all in all, food prices have gone up by 608tneen 2005 and 2009) with fuel being a
good second (+45%). These are precisely the twasitthat affect the urban poor the most
(UBOS 2010).

Ugandan rural households produce much of the foatithey consume and this softens
the impact of high food prices to that part of gwpulation. But it does not take it away
entirely: 57% of rural households are net- buydrstaple foods. Still, this is much better
than the situation in urban areas where 92% of dtlds are net buyers of staple foods
(Simler 2010, p.4). By mid-2011 yearly inflation svaver 20%.

The acceleration of inflation has had serious cogmeeces for real wages. Few low-
paid private sector employees have been able tease their money wages since 2007,
despite sharp increases in the prices of basicsfogdr 2008-09 (ROU 2011 p.8). There has
been large fall in real wages since 2007 (GOU 2014).

1.2 Employment in Uganda

The long period of economic growth has helped ereatiny jobs in Uganda. But
guestions such as how many jobs have been createsle, in which sector (formal;
informal?) or type of activity these jobs have beesated, and what kind of jobs they are,
are harder to answer. There is not much detailpep+date labour market information
available in Uganda.

In Uganda the quality and the timeliness of labanagl employment data collection is a
problem. The long intervals between the collectbdata through household surveys (not to
mention the ten-yearly census) make it hard to tfiyathe different dimensions of
employment, unemployment and underemployment. Agsgshe effects of different policy
alternatives is complex. As the Uganda Bureau afigics UBOS admits “The absence of
statistical data on economic activities of the pgation as regards the magnitude and nature
of unemployment makes it extremely difficult foretijovernment and other stakeholders to
formulate appropriate programmes and allocate #wessary resources for improving the
situation and eventually solving various proble@lating to the unemployed” (UBOS 2003
p.31)
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Box 1. A note on data availability and data consistency

The main sources of labour market statistics in Uganda are (1) the 10-yearly Census -the last one of
which was held in 2002 and the next one to be held in 2012-, and (2) the UBOS organised household surveys,
which have a labour force module. The results of the 2002/03 and 2005/06 surveys are available in full. The
results of the latest survey (2009/10) are only available in part (see e.g. Musana 2010). Labour force data are
thus not up-to-date. Nor are they particularly detailed. For the post-2006 period, estimates for some key
indicators (such as the size of the labour force) have been made but these vary considerably. Moreover, there
are considerable differences between, for example, the outcome of the 2002 Census and the 2002/03
household survey (the overall labour force participation rate was reported as 80% by the 2002/03 UNHS, while
the census showed a rate of only 56% -see MGLSD 2006 for further comparisons and inconsistencies)

What we do know through a mixture of anecdotal evidence and simple arithmetic is that the number of
yearly new entrants to the labour market is high and growing whilst the absorptive capacity of both the urban
and the rural labour market has trouble keeping pace. Hence the growing numbers of unemployed in the cities
and underutilized (underemployed and unpaid family members) in rural areas.

The skills mismatch

An additional, oft-mentioned problem is the misnmatoetween the schooling and
training system on the one hand, and the typeith§ slemanded by the private sector on the

other. This problem affects the Ugandan labour etaaikross the board.

A survey of the tourism industry found that althbugganda has a national training
institution for the sector, the Hotel and Tourismaifiing Institute in Jinja, “none of the
respondents mentioned sending their employeesatdrtktitution for training. This could be

attributed to the low quality of training it prowed” (UNCTAD, 2008, p. 239).

A survey of the fish processing industry noteddtculties that firms faced in finding
local technicians for repairs and maintenance dlene finding personnel with industrial
food processing expertise and experience” to caleclthat “the formal or vocational
education institute in Uganda has failed to proxadequate numbers of graduates qualified

for industrial food processing” (Kiggundu 2007 1165).

In addition to the skills mismatch, employers caanplof applicants’ attitudes. In a
survey of agri-business, firms were found complagnf the negative attitude of university
trainees towards hands-on field work- “many seendédspise work that involves getting

dirty” (Kibwika et al 2009, p. 178). Other souraamfirm this picture.

A specific case of mismatch is the problem ofe¢dacated unemployeBolitically, this
is a potentially explosive issue. The educated yheyed are found mainly in urban areas.

Their number increases rapidly.

From educated unemployed to educated self-employed

Government officials, aware of how few jobs are ilade for these university
graduates, want them to become self-employed aetreprs. But these officials admit that
few graduates have the mindset to become entrame@ad that little in their education
prepares them for this. Meanwhile, Kenyan and ofbegign investors in supermarkets,
hotels and banks, who are welcomed because oblisethat they create, bring in their own

people with the desired skills and education, eoahnoyance of Ugandan job seekers.

Some people have made it their business to chdmgmindset of the unemployed as

Box 2 shows.
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Box 2. Enterprise Uganda and how to turn the highly-educated into entrepreneurs

Enterprise Uganda is a small (22 people) public-private institution designed to make Small and Medium
Sized Enterprises (SMEs) the main vehicle for expanding production and providing sustainable jobs. It was
established by the UNDP and receives funding from a number of local and international donors. Its director is
Charles Ocici, an enthusiastic former international bank manager.

Enterprise Uganda confronts the mismatch between the expectations raised by advanced education and the
necessary requirements for becoming a successful entrepreneur head on. Its stated goal is to change the
mindset of the young educated unemployed, and give them back the self-esteem that they have lost after not
finding the job they were expecting after graduation.

During one week courses (“clinics”) Ocici and his team try to convince participants that having the right
attitude is essential for becoming an entrepreneur.”Don’t count exclusively on what you have been trained for.
|dentify your talents and exploit them”. “Go help your parents and find out how they made the money they did.
Try and learn from them.” This approach aims to combat the widespread perception among the educated that

family business is not really business (they only perceive foreign business as such).

Ocici tells them to be modest. “If you are an engineer, start repairing radios at home (and combat the public
notion that your education was too costly for doing such humble things). Forget about making a career and ask
yourself how you can make money. Attitude is the key; if you don’t create the right mindset, all other solutions will
hit the wall’.

Key is his plea to do away with the excuses for not starting your own business: he gives examples of
successful Ugandan and foreign business people who did not go to University; “entrepreneurs are not born, they
are made”. There is no need to be unique, but try to be better than the others. There is room for everybody.

Where to get the necessary capital for investment? There are seven sources of capital and going to the bank
is number seven. Consider the other options first (“show me one successful businessman who started with a
bank loan”).

A good business plan should not be a document for someone to read. You need a maximum of four pages
that answer basic questions such as: what business are you in? Who are you going to supply? (i.e. know your
customer) Who is currently supplying these customers? Which factors make customers switch suppliers? “The
educated make fewer mistakes than the non-educated but the non-educated make them earlier in life.”

So far, 15,800 people have followed an Enterprise Uganda clinic. Unusually, participants do not receive a
facilitation allowance, transport allowance, or accommodation allowance. In fact, they have to pay a (low) fee.
Another aspect that sets these clinics apart is that, according to Ococi, unlike in comparable activities where
attendance typically peaks at day one and then tapers off, his clinics have 60% more participants in day two than
in day one.

Casualisation and the minimum wage

Those who do find employment run the risk of endipgin precarious jobs with little
security and poor working conditions and from whtbley are easily fired. With so many
applying for so few good jobs the risks of “cassatiion” are evident. An aggravating factor
is that enforcing the labour law does not appedeature high on the Government’s agenda.
The decentralisation of the labour inspectorate taednactivity of the Industrial Court are

seen as illustrations of this.

Casualisation has been rampant in hotels, the rmrmbisn industry, many
manufacturing industries and most work places ef gh-called new investors following
liberalization according to Barya (2007, p.32), ellvinformed Ugandan academic. Casual
labourers, without contract, are subject to sumnuasynissal and not able to benefit from
any of the normal conditions of employment, anchtsgguaranteed by law. The non-
recognition of trade unions is a problem. Despjiesérvice for the idea that workers are free

to organize, most employers refuse to recognizé&evsr(Barya 2007 p.ii).

Should Uganda have a minimum wage? Barya, for bakeves that it does. Many
workers have no contract and can thus easily batetieA daily minimum wage would not
help everybody but would make a difference in gsctuch as mining and quarrying,
construction, and private schools. The Ministrfofance is reportedly sceptical of the idea.
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The employers, in contrast, take a pragmatic vied gee the minimum wage issue as
part of a broader picture that also takes into actaohe need to raise productivity. The
Flower Exporters Association negotiated a minimuage with its unions. The influential
Private Sector Foundation (PSFU) is in favour @ggtiated) sector-wide minimum wages.
It sees these as an essential step towards sohengismatch between skills attainment and
skills requirements (PSFU, 2010). On the whole, #®FU seems to take a more
sophisticated view than many in Government of tiarges, productivity and skills debate.
For instance, it pleads for raising the salariedJghnda’s skilled workerand especially
those in the public servideny italics] in order to retain “such a criticalass of resources”
(PSFU, 2010, p. 24).

Employment, unemployment and the Ugandan labour for ~ ce'"’

“The unemployment problem in Uganda is a very clempne and a great deal of
controversy exits concerning the reliability of #able data and therefore the real level of
unemployment in Uganda” (Ministry of Gender, Labaund Social Affairs MGLSD 2006 p.45)

According to Uganda Bureau of Statistics UBOS (Hasea the 2009/10 National
Household Survey UNHS), unemployment in Uganda wgnfrom 1.9% to 4.2% between
2005/06 and 2009/10. Unemployment was 9.5% in urd@as and 3% in rural areas
(Musana 2010). In a country such as Uganda whearg lwdficially unemployed does not
make one eligible for some form of financial assise, the unemployment rate does not
fully capture the degree to which labour is beimglerutilised. The bulk of the population
has no choice but to engage in some economic gthawever little or inadequate it may
be. A better yardstick would be un- and underempleyt*® put together.

Unemployment appears to be above all a problenmtherurban educatedGLSD
found an inverse relationship between education ardployment. The lowest
unemployment rate is found among those with no dagp (2%), followed by those whose
education level is below secondary. The highesmmpi@yment rate is among those with
secondary education and above. (MGLSD 2006). Ttee shunemployment of graduates
stood at 17.4% in 2005.

The unemployed are not necessarily poor. T¢temybe unemployed because they are
financially supported by their family or relative®pen unemployment is a luxury that the
really poor cannot afford. “Really poor househatdsinot afford to remain out of work and
its members may end up taking any work that islalbhg, including that which is poorly
remunerated. Hence, those reporting as not workiagnot necessarily poor, while those in
such sectors as food crop production might be ¢atieavy underemployment and low
earnings.” (Kabananukye et al, 2004 p.25)

Ugandan statistics subdivide the employed intoetlsggegories:

* Wage and salaried workers (employees)

" The labour performance should also take accoudtssburaged workers and emigrants. The latter
number is considerable. Estimates vary from 757,00@rld Bank) to 1.5 million (COFTU)
Ugandans living abroad. However, a number of theag have acquired another nationality or have
double nationality. The examples of former armyspeanel working as security guards in Iraq, and
Ugandan medical staff working in Southern Africa ©anada are well-known. Most Ugandans,
however, live and work in neighbouring countries.

118 UBOS regards a person as “underemployed” if sHeeororked less than 40 hours in a week, prior
to the survey (UBOS 2003, 40). A “visibly” undereloyed person is someone who worked for less
than 40 hours in his or her particular activity,il@hbeing available for additional hours of work
during the last 7 days prior to the survey peridBQS 2003 p.41)
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» Self-employed (employers and own account workers)
* Unpaid family workers

The bulk of those categorized as employed are reghif-employed or unpaid family
workers. According to the 2002 Census, 43% of thpleyed population was self-employed
(57% according to the UNHS). Unpaid family membmiede up 41% of the total. The vast
majority of the latter are women.

The unpaid family workers are young: 50% of thenecpically active youth are not
engaged in income generating employment (paid-etfresnployment). Of these, 6% are
looking for employment while the rest are emplogsdunpaid family workers. Fully 70% of
the young female population (14-30 yrs) is engagedpaid family work (NDP 2010)

Waged and salaried workers are thus a small myngaitound 15% of the total in
2002/03 or between 27 and 32% of non-agricultural emplaymeccording to MGLSD
2006 (p.12). ROU 2011 estimates that about 20%hef total workforce is in wage
employment, of which 14% are permanent employed<$3&f0 are temporary (ROU 2011).

These data tell us little about how many people satéve in the formal sector, i.e.
employees who are in a pension or retirement fane;entitled to paid leave and medical
benefits; and who pay income tax. The total nundfexontributors to the national pension
funds provides us with a minimum. The National &b&ecurity Fund NSSF had about
500,000 people insured in 2008/09. In additiondhare the about 300,000 civil servants
who fall under the Public Service Pension SchenieS®PS (BOU 2011 p.18). There may be
other pension schemes, such as company schemels, wiien put together, leads to the
conclusion that by this yardstick at least 800,060ple, or some 8% of the labour force are
in formal employment®. These people have in general higher and mordaegarnings,
better benefits and more social protection tharsdteemployed. They are bound to provide
financial support to unemployed and unpaid famignmbers. On the other hand, some of the
self-employed (accountants, doctors, lawyers) laddong to the formal sector.

The Informal sector: the main engine of job creatio n

Most non-agricultural workers thus work in the imf@l sector. According to UBOS
fully 67% (M: 64%; F: 71%) of those in non-agriauttl employment are informally
employed® (Musana 2010). This would imply that formal empte@nt makes up less than
10% of the total labour force. A rough estimate lddhus place the number of people active
in the formal sector at somewhere between 8 and dl&be labour force. In other words,
despite more than two decades of sustained ecorgymicth the number of people absorbed
in the formal sector every year has been low. Th@nty of new job seekers are absorbed
outside the formal sector, in the informal econ&ﬁhy

19 NDP 2010 reports that the share of the permanentigloyed in the total labour force went down
from 4.8% in 2003/03 to 4.6% in 2005/06 (NDP 204.204)

120 Informal employment includes; own-account workersd employers employed in their own
informal sector enterprises; contributing family mimers; employees in informal jobs, whether
employed in formal sector enterprise or househohdembers of informal producer cooperatives;
own-account workers engaged in production of godtusively for own final use (ibid)

121 MGLSD 2006, p. 19 defines the informal sector @snprising small-scale businesses not
registered in government, characterised by selfleysg activities, with or without hired labour
(fewer than 5 persons). It operates with a low ll@feorganization, low capital, and low technology
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With annual labour force growth estimated at betw&& and 4.9%, and the size of the
labour force at between 11.5 million (Musana 2046)l 13.4m people in 2009/10 (ROU
2011), the number of new entrants each year mustobmewhere between 540,000 and
660,000 people (which is higher than the oft-qudigare of 390,000).

Where will these people find a job? Not in the pulkctor. The public sector has not
been a source of labour absorption and, judginthéyosition of the current government, is
unlikely to be even a minor source in the futune2009 the public sector employed 259,650
people, i.e. fewer than the 300,000 in 1990. Theuahaverage growth rate of government
wage employment was negative (-0.6%) (GOU 2011). @Be private sector must thus
absorb the new entrants.

Within the private sector, foreign investments hbaeen creating a respectable number
of jobs. But the average 39,000 jobs per year edely foreign investors between 2000 and
April 2009 (according to ROU, 2011 p.8) are lesantlien percent of the total new entrants
to the labour market.

Good jobs may well be created in the new and emgrgpportunities, such as physical
infrastructure; oil refinery and the pipeline; egerinfrastructure; construction of dams;
improving the transportation network; or ICT infragture, trade, tourism and commerce as
GOU }(23011 p.13) suggests, but the bulk of the netraats will find a job in the informal
sector=.

There seems indeed broad agreement that in terijub afreation the informal sector
will be Uganda’s most dynamic sector in the forabde future. Or as MGLSD (2006 p.40)
put it: “Given the existing structure of the Ugandaconomy, it is probably more realistic to
assume that the informal sector will continue toae the main engine of job creation in the
coming decade.” This is a sector where generallyesand productivity are low, enterprises
are small-scale and undercapitalised and soci&gron absent.

Given the combination of rapid labour force growtid the certainty that many if not
most jobseekers will end up working in the inforrsattor there is an urgent need to get a
better picture of the functioning and the dynanutthis sector. The government recognizes
the need for more information on which sectwithin the informal sectogrow fastest, and
which have the greatest job creating potential.J6pm information is required that covers
the full range of its activities, as well as treridsits capacity to generate decent wage
earning opportunities” (GOU (2011, p.9). Other umgejuestions are: how to raise
productivity and earnings of enterprises in thistk@eand what type of interventions from the
government, NGOs and other stakeholders are ndti@dSD 2006, p. 19)?

But there are more questions. It is frequently meslithat all workers in the informal
economy are self-employed whilst in actual fact ynawork for wages; just how many do?
What are labour conditions like? Which skills aeguired (and which supplied) and what
are the consequences in terms of training needs® &0 the conclusions and
recommendations section. Lastly, once it is recaghithat the informal sector is not a
transitory phenomenon in the development proces#ing to be absorbed by the formal

and often on temporary premises. Overall, formalaricing institutions do not support those
enterprises.

122 And be active in agriculture, of course
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sector, and that formal and informal sectors volabit, there is a need to know more about
how the two sectors are interlinkét (Guha- Khasnobis et al 2006).

2. The national employment policy process

Uganda’s National Employment Policy (NEP) was ldwetton 1 May 2011. It is an
attempt to formulate a comprehensive policy on eypent. It emphasises the importance
that the government attaches to the promotion gfl@yment; to the protection of the basic
rights and interests of workers; to the need fareti-functioning labour market; and to the
need to improve the productivity of workers.

The National Employment Policy aims to attain fethployment coupled with decent
work and equitable economic growth. As these doctsnéo, it highlights all the key
elements of a well-functioning formal labour markéius placing the bar fairly high. “The
policy will consolidate, and create synergies amaiffigrent sectors and anchor employment
creation as a key indicator of economic developtgm®?2). It provides “a framework to
promote productive and decent employment and etderpevelopment, compliance with
labour standards by employers, investors and wsykeicial protection and social dialogue”.
Key dimensions of the policy are multi-skilling,tegpreneurship development and, broadly,
growth of “permanent (non-casualised) employmentthia private sector” (p.23). The
purpose of the policy is to guide all stakeholdensthe creation and the enhancement of
quality jobs (p.23). Stated policy objectives ird#guthe promotion of macro-economic
policies and investment strategies for job creatinoreased productivity, competitiveness
and employability of the labour force; the promatiaf in-employment skills development,
apprenticeships, and “purposeful and functionaktiooal training”; as well as ensuring the
availability of reliable and timely labour markefaérmation.

This section’s focus is on the process of polickimg. As a start, Box 3 describes the
procedures involved in the formulation and adoptbRolicy documents.

Box 3. The Process of Policy making in Uganda

In Uganda, the formulation and adoption of Policy documents take place according to an established
procedure. The general process of policy making consists of the following steps:

The need for policy measures is usually identified by the concerned Ministry (although the President and/or the Cabinet
have also initiated action) which prepares the outline of the proposal

The proposal by the Ministry is submitted to the Cabinet for discussion and approval in principle

After the in-principle approval by the Cabinet, the Ministry of Justice in collaboration with the Ministry concerned prepares a
draft Bill for presentation to the Cabinet

The Cabinet has the authority to approve the Bill which is then published in the Official Gazette as an approved policy
measure

On issues requiring legislation, the Bill approved by the Cabinet is then presented to the Parliament. Parliament debates
and adopts the Bill in three readings and submits it to the President for assent

After the assent by the President, the legislation is published and comes into force on the indicated date (CUTS
International, 2009 p.145).

123 Guha-Khasnobis et al 2006 (p.159) point out thanyrhouseholds are engaged in both the formal
and informal sectors and that intra-household feaascan be an important source of capital for
investment in informal enterprises
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2.1 Adopting the NEP has taken a long time

The NEP was adopted some fifteen years after tba wdas first suggested. That is
comparatively long. For instance it took the Minisbof Trade Tourism and Industry MTTI
three years (2004-07) to have Uganda’'s Trade Paldgpted (CUTS, 2009). There are
several reasons why it took so much time before NB#® was adopted. Naturally, the
different actors involved differ in the weight thaljot to each.

Schematically speaking, in Ugandan politics, loagsmg President Museveni sits at
the apex of the power pyramid. Immediately belown hare the Ministry of Finance,
Planning and Economic Development (MOFPED) and Gffiice of the Prime Minister.
Next down come the line Ministries. The positiorttid National Planning Agency (NPA) is
not entirely clear since MOFPED -as its name irtd&ais also responsible for planning. In
actual practice MOFPED seems to be concerned mibhesivort- to medium term budget-
related issues and the NPA more with long-termédsgout these overlap, of course). The
Parliament, the Bank of Uganda, the Internatioriadificial Organizations and international
donors are other important players.

A principal reason why the Employment Policy toked to be adopted appears to be a
lack of conviction at the highest level (Head ct8t Ministry of Finance) of the need for
such a Policy. Free Market ideology and being etitra to foreign investors are key
underlying principles of the Government’s econodewelopment policies. An Employment
Policy might strengthen the labour sector andithtarn might scare away investors.

The adoption of documents such as the EmploymelntyPia Uganda is the result of
intensive lobbying by the sector concerned. The tfzat the labour sector (the responsible
ministry; the trade unions) is weak (and may weNdrweakened over time) is thus another
explanation. There is no Labour Ministry properg thabour portfolio is part of the
responsibilities of the Minister for Gender, Labamd Social Development (MGLSD).

Another important reason is that the Employmentcyaims to be an inclusive policy.
The actions and policies of different sectors wattbearing on employment need to be
consolidated in a comprehensive policy that takesant of the evolving realities and needs
of the country. This process offers different cdnshcies an opportunity to ensure a broad
endorsement of their concerns and of the policysmess they suggest. It promotes dialogue
among different sectors and makes them aware dintkeeges that bind them. Naturally, this
process takes time. It has been a long draftingga®

The Labour Ministry coordinated the actual draftimigthe NEP. Its preparation was
done by a task force that included and consulteita range of other government agencies
- including the Ministries for Justice, EducatioRublic Service, Local Government,
Industry, Agriculture, as well as the Investmentti#arity and the Planning Agency- and
non-governmental agencies — including employersvamidkers organisations. The ILO has
been the only international agency called uporagsistance and commelit{see Box 6).

124 A trade union source mentioned that the FriedEblert Stiftung organised two workshops with
local experts on EP, social security, strengtherdaimpur administration, the Industrial court and
increased awareness, but this may not have beedatlgirelated to the NEP drafting. Indirectly —
through the Ministry of Finance- the views of th@id bank and IMF have also been influential.
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Box 4. The ILO and the preparation of the National Employment Policy (NEP)

On a number of occasions the ILO has provided technical and financial assistance to the preparation
of the NEP. This assistance intensified in the years immediately prior to the adoption of the NEP. The
suggestion that Uganda draft a National Employment Policy first came up following a 1995 ILO-JASPA
multidisciplinary mission that made an inventory of Uganda’s employment and poverty problems and
made suggestions for improvement. Further inputs were provided by a 1996 ILO-EAMAT Technical
memorandum to the Government of Uganda on civil service reform, structural adjustment and social
development. The 1998 joint ILO/UNDP “Jobs for Africa” initiative actually drafted an employment plan.
Additional ILO assistance came in 2002 through the ILO Jobs for Africa Programme’s Report on
Investment for Poverty Reducing Employment. The 2009 ILO’s Rapid Impact Assessment of the Global
Economic Crisis prepared by Sender et al. (Sender et al, 2009) provided valuable inputs as did the ILO’s
assessment of Uganda’s macroeconomic policy for full and productive employment (van Waeyenberge et
al. 2011). The results of the latter exercise were discussed in an ILO sponsored workshop held in
November 2010 in which Geneva ILO personnel participated. ILO staff was also invited to comment on
drafts of the NEP.

Lastly, inter-agency rivalry appears to have bewotteer reason for delay. At one point
the National Planning Agency NPA felt that it shiblde responsible for the Employment
Policy. However, after a tug of war with the Mimistresponsible for Labour the Cabinet
decided in favour of the latter.

2.2 Which factors led to the NEP being adopted?

What then was the reason for the Policy to be adbpt the end? A fundamental
explanation is that unemployment, and the growiagioer of unemployed, educated youth
in particular, has steadily moved up the laddeprefssing political issues. The fact that in
spite of many years of over five percent economam there are not enough good jobs
available is more and more widely debated. In Kdmpeany decision makers have
unemployed youngsters in their family or among rthielatives. The 2010-2011 elections
campaign made clear that youth unemployment hadrbe®ne of Uganda’s most pressing
issues. Creating jobs for young people was patiefuling party’s manifesto.

The theme of the National Development Plan (NDP}He period 2010/11 to 2014/15
is “Growth, employment and prosperity for socio4e@mic transformation”.

The trade unions are widely credited for havingyethan active role. Every Labour
Day they reminded politicians and the public agéaof the need for a national employment
policy. They lobbied hard and sought dialogue wvgttiticians, including with the Head of
State®.

Then there is the effect of the East African ComitydBAC (box 5) and in particular
that of the EAC’s Common Market Protocol (Box 6neTProtocol on the establishment of
an East African Common Market (Box 6) calls, inddin, for the harmonisation of labour
policies and, eventually, for the adoption of a aoon employment policy. As a signatory of
the Protocol the Ugandan Government would soonetamr be obliged to adopt an
employment policy.

125 One source suggested that the President simplyhamasy tired of this dialogue with the unions and
gave in.
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Box 5. The East African Community EAC

The East African Community (EAC) that came into being on 7 July 2000 is quite different from its
predecessor with the same name. That attempt to keep a number of joint agencies (railways;
communications; airline) operational was officially ended in 1977.

The new EAC is more ambitious. It has more member states. In 2007, Burundi and Rwanda joined
Kenya, Tanzania and Uganda to become full members of the EAC; the Republic of South Sudan may
soon follow. It has among its organs and institutions the East African Court of Justice and the Lake
Victoria Basin Commission. There is an East African Business Council and an East African Trade Union
Confederation (EATUC).

Uganda has become an important transit country. As a landlocked country, Uganda has always
depended on good contacts with and efficient means of communications in Kenya and Tanzania for the
transportation of its goods to and from overseas markets. But thanks to strong demand in Rwanda and
South Sudan it has also become an important transit country in its own right.

The process of economic integration is proceeding at a steady pace. De facto integration has
accelerated. Uganda’s trade with its immediate neighbours has expanded fast since 2005. Nonetheless,
more intense intra-east African competition also brings risks. Tanzania and Kenya are considered to be
more productive. Kenya has a bigger home market. Rwanda is East Africa’s most business friendly
country' and East Africa’s number one ICT nation. After a five year transitional period, on 1 January 2010
EAC’s Customs Union took effect.

Box 6. The EAC Common Market Protocol and labour and employment policies

EAC Partner States signed the Protocol for the establishment of the EAC Common Market on 20
November 2009. This protocol established a framework for the free movement of goods, persons and
services within the EAC region. Once in place, the Protocol will have important implications for Uganda’s
labour market given that Partner States agreed, inter alia, to:

Remove restrictions on the movement of labour; harmonise labour policies, legislation, and social services; establish
employment promotion centres and eventually adopt a common employment policy [my italics] (Art. 2 (c))

harmonise and mutually recognise professional qualifications (Art. 3 (a)

Guarantee EA workers free movement in all Partner States and the same social security benefits as workers of the host
Partner State (Art. 10).

The Annex containing the regulations governing the Free Movement of Workers states that:

The Partner States shall collect and disseminate information on job vacancies' and put in place labour market
information systems [my italics] to facilitate access to employment opportunities by EAC citizens (Art 12 (1))

The EAC Secretariat shall collaborate with the Partner States to exchange information concerning job opportunities
and employment statistics (Art. 12 (3); undertake manpower surveys to determine available skills and gaps in the EAC
labour market (Art. 14 (1); and develop a database to facilitate monitoring of the labour market [my italics] (Art. 14 (2)

2.3 After the NEP’s adoption

How significant is the adoption of the National Hayment Policy? The Labour sector
and the trade unions in particular, hail its admptas a major victory. They see it as a
window of opportunity, a breach in what the unipesceive as the Ugandan Government’s
near-exclusive focus on market-oriented policies.

Others have reservations. Experienced civil sesvarall the adoption of the
Employment Policy “the end of the beginning”. Thali® has no budget and sets no targets.
The Labour Ministry has been given a limited peraidtime to come up with an Action
Plan.

It can be argued that the NEP is a significant dwmt for several reasons. The
document is an opportunity for the labour sectadrtwv the attention of a broad audience to
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some key labour market aspects, such as the higiberuof new yearly jobseekers and how
this number will accelerate sharply in the yearsdme. It offers the opportunity to explode
some myths, such as the labour absorption capatiyreign investments (which provide
jobs to fewer than 10% of the new jobseekers eyeay) or, more generally, the belief that
the formal sector can absorb all new entrantsaitty, and what this entails for policy. It
officially assigns the NEP’s coordinating mandateéhte Labour Ministry. The new National
Employment Council provides a framework for thelatmbration between different arms of
government and with non-state actors for dealingh wsuch pressing issues as the
responsiveness of training and education to businesds, and the need for better labour
market information.

But, indeed, in many respects the adoption of tB® N just the end of the beginning.
Its adoption caused a mixture of anxiety, excitenagnl pressure in the Labour Ministry, as
a senior Labour Ministry official put it. Now th@swer must be found to such questions as:
How best to guide the policy process? How to getdmployment objective included in
other sectors? How to approach the informal sectéoW to ensure more and better
vocational training? How to stimulate entreprenkir3

It is up to the Labour Ministry, as the coordingtiagent, to bring on board the other
line ministries and the social partners, and tokweffectively with them. There is broad
agreement that the implementation of different congmts of the NEP can only be
successful through pressure by coalitions of istexk parties within and outside the
Governmen£®. The fact that there is no separate Labour Ministiakes this lobbying
exercise more cumbersome. Does the Ministry haeeattministrative capacity and the
political weight necessary for implementing differeelements of the NEP? Resource
availability is another constraint. The Ministry Bfnance has in the past been less than
generous in the financing of initiatives suggestgdhe Ministry responsible for Labour.

In addition, it is not certain that high unemployrhand the increased official attention
being given to employment-related issues will awtboally lead to the Labour Ministry
receiving more resources. A scenario that cannabdotuded is for the Labour Ministry to
be at most partially involved in actions initiatég the Finance Ministry. The Finance
Minister's announcement in the 2011 Budget Spedwi the Government is making
available Shs. 44.5 billion to combat youth unempient might be seen in this light (see
Box 7). At the time of writing the role of the LalooMinistry in this was unclear.

126 Barya (2007, p. 30) offers a glimpse of what spiassure by a coalition of interested parties might
look like when he earlier discussed the implemémabf new labour legislation: “Government
position as represented by the President and tinéstli of Finance still view these new enactments
as ‘populist laws’ that are a hindrance to investiand economic growth, which are the key interests
of its neoliberal policies...The Ministry of Finanawill therefore continue to starve the Ministry
responsible for labour of the resources necessaryhe enforcement of these laws. They will not
adequately fund the Ministry and they will likewistave the Industrial Court which is now the only
court empowered to enforce labour lawkerefore, a concerted struggle by trade unionsymthetic
forces in parliament, civil society and foreign omifederations and trade secretariats will be
necessary in order to ensure enforcenjent italics]”
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Box 7. Youth employment and the 2011 Budget speech

In her 8 June 2011 budget speech, Ms. Maria Kiwanuka, the Minister of Finance, Planning and
Economic Development MOFPED announced that “as a first step to address employment challenges” she
had allocated Shs. 44.5 billion (approx. USD 18 m.) towards creating jobs in the next financial year. This
total amount is to be divided as follows:

25 billion towards a Youth Entrepreneurship Venture Capital Fund to be established with the DFCU bank to provide
loans to young people starting or expanding their business

3.5 billion to Enterprise Uganda (see box 2) to undertake the Youth Entrepreneurial Training Programme

1 billion to Enterprise Uganda to undertake Business Development Skills Clinics in collaboration with the Uganda
Small Scale Industries Association (USSIA)

16.5 billion to create work spaces in markets around the country in which young people and “other small scale
manufacturers” will undertake “manufacturing and other processing activity”

2.4 Implementing the NEP

The NEP takes an inclusive approach to implememntatiThe government shall take
the overall responsibility for the implementatidintiois policy with the participation of other
actors, including, the private sector, employerd amorkers organizations, development
partners, NGOs, CBOs, communities as well as iddadis.

The Government promises to (“shall”) mobilize nes@s but no specific commitments
are made - with the notable exception of the Shem5announced in the 2011 budget. in
2011 the Government decided to make 45bn. shilliagailable to combat youth
unemployment by sponsoring entrepreneurship trgigind providing facilities to young
people wanting to start their own business. Contpéwethe National Employment Policy,
which took years to draft and is still without adget, the Government worked at great speed
and nominated an executive director and a budgfirdesven a work programme or
guidelines were announced. The contrast is stark.

Interestingly, the Government promises to be a t‘actice” employer. “As an
employer, Government will seek to demonstrate tootider employers the advantages of
following best practice in labour relations, indlugl dialogue with labour unions, ensuring
the health and safety of the workers it employg pinovision of in-employment skills
training and non-gender discriminatory wage sett{pg34).

The NEP then goes on to specify the responsilsildigency by agency:

a) The Ministry responsible for Labour shall spearhead the implementation of the poliny i
collaboration with other ministries, social parsh@nd agencies that have a key role in employment
creation to make sure that employment issues aegreted in the implementation of the National
Development Plan. The Ministry shall develop a fixear multi-sectoral National Programme of
Action on Employment to guide all stakeholders ba tmplementation of the policy; ensure the
availability of timely quality labour market inforation; build capacity and provide support to déstri
based staff.

Assessmerithis is an ambitious task for a Ministry that blyadcounts is seriously underfunded and
understaffed, and for which labour issues are onby part of its portfolio.

The situation of the district labour officers wowgdpear to be a priority task for action. Only 3if o
of 112 districts employ a labour officer. Theseklaesources and institutional support; work long
hours for little pay; and often cannot afford taviel to problem sitedn addition, as these labour
officers no longer report to the Labour Ministrytkare employees of the districts where they are
active, they lack institutional back-stopping. Amet consequence of their new status is that thgy ma
find it difficult to enforce the law against theawn employer (the local government) and the
politically well-connected employers in their judistion.
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b)

d)

f)

9)

TheMinistry for Finance, Planning and Economic Development shall ensure that employment is a
priority goal of all national economic and sociallipies; make available financial resources for
budget interventions; and help attract employmentegating investments.

Assessmenthe labour sector takes a dim view of the MOFPEDIkingness to make available
additional funding. Funding the Labour Ministry wast given high priority in the past. And as we
saw in the previous chapter, MOFPED may decide ageravailable funds to employment-related
initiatives andnhotchannel these through the Labour Ministry.

The National Planning Authority shall ensure that labour and employment mattersnagporated

in the national development plans and mainstream#te sectoral plans.

The Ministry for Education and Sports shall ensure that the education system provides for
acquisition of basic skills and competences releyan self- or paid- employment, giving special
emphasis to the education of rural girls.

Assessmeriocational training is not the responsibility dfet Labour Ministry and that alone has
been mentioned as a good reason for having theefrank offered by the NEP. The Ministry for
Education is responsible for the bulk of the vamaai training, with tourism training being the
responsibility of the MTTI, agricultural trainingé responsibility of the Ministry for Agriculturand
nurse training (possibly soon) the responsibilityhe Ministry of Health.

Officials responsible for organizing and re-orgamgzvocational training and education depend on
up-to-date data on the current and future demangddicular skills. They need to know whom to
train, how many and at what level, and they needrdao the trainers. In the absence of such
information, decisions to reduce or increase thepluof courses may become the subject of
controversy.

The NEP offers a framework for consultation andhexge of information between employers, those
responsible for labour market information, and ehassponsible for vocational training. At the local
and sector level exchanges of information betweapl@yers, training institutes and suppliers of
labour market information will enhance the qualitythe courses provided. A macro framework
should establish the responsibilities of all thiecinvolved.

TheUganda Bureau of Statistics shall work closely with the Ministry for Labour anther ministries

to generate timely quality labour and employmeatistics inter alia through expanding the questions
on labour in the National Household Surveys.

The Federation of Employers and Workers Organizationsare encouraged to include a larger
number of members from small-scale unregisteredrpnses, including employers with one or two
workers and casual/seasonal union members.

Civil Society Organisationsshall contribute to research, capacity buildirdyacacy, lobbying and
provide legal and counselling servidgaste that the academic community is not expligitigntioned]

2.5 Coordination, monitoring and evaluation, and
financing the NEP

Coordination

The coordination of the NEP is to be the respolitsibdf the National Employment
Council. This Council shall guide and monitor effotowards the implementation of this
policy. More specifically, the National Employme@ouncil will identify priority areas for
action; suggest ways for integrating the employmebijective into all sectors of the
economy; help raise awareness of different dimewssid the employment problem; suggest
guidelines; and set employment targets.

The Ministry responsible for Labour will chair ti@ouncil and do the secretariat.
Members include a large number of Government Migistand Agencies (including UBOS)
as well as the two main trade unions, the FederaticEmployers, and Enterprise Uganda.
The Private Sector Foundation is not explicitly n@med. More specifically, membership of
the National Employment Council shall be at thenferent Secretary or Chief Executive
Officer level and be drawn from:

* The Ministry responsible for Finance, Planning &adnomic Development
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e The Ministry responsible for Public Service

e The Ministry responsible for Agriculture, Animaldastry and Fisheries
e The Ministry responsible for Tourism, Trade andusidy

¢ The Ministry responsible for Works and Transport

e The Ministry responsible for Education and Sports

e The Ministry responsible for Local Governments

e The Ministry responsible for Health

e The Ministry responsible for Foreign Affairs

e The Ministry responsible for Lands, Housing and &ribevelopment

« The Ministry responsible for Internal Affairs armdrigration

e The Ministry responsible for Energy and Mineral Plpment

e The Ministry responsible for Information, Commuriioa and Technology
« The Ministry responsible for East African Community

¢ The National Planning Authority

e The Uganda Bureau of Statistics

¢ The Uganda Investment Authority

e The Federation of Uganda Employers (FUE)

¢ The National Organisation of Trade Unions (NOTU)

e The Central Organisation of Free Trade Unions (COFT

* Enterprise Uganda (Ltd)

Monitoring and Evaluation, financing

The NEP shall be reviewed every five years to sdaunt of impact, performance and
emerging challenges.

No additional funding is foreseen. The financingtleé NEP is spread over the line
Ministries, departments and agencies as well ad fgmvernments, social partners and Civil
Society Organisations. As the NEP points out: “Eagttor Ministry shall identify
employment concerns, budget and fund them withieirtt MTEF [Medium Term
Expenditure Framework] ceilings”.

2.6 Assessment of the employment agenda

In general, the NEP shows a good understandingpeokéy challenges to increasing
productive employment. It makes a strong plea fopleyment-intensive growth. In the
NEP the Government commits itself to placing jobation at the centre of national policies,
plans and programmes. To achieve this, it willesaployment targets; make job creation a
key criterion when selecting between investmeneradtives; and ensure that rural
infrastructure investments use labour-based teadkesiglt intends to undertake research on
employment generation in both the formal and infalrsectorHowever, the NEP is silent
on the priorities and the sequencing of the implaaiton of different measures. These are
meant to be the responsibility of the National Emgptent Council, which has yet to meet
(see below section 4.4).

The Government commits itself to encouraging je@ntures with the private sector;
establishing Export Processing Zones and induspmlks; supporting private sector
initiatives that provide jobs to vulnerable youtltpmen and people with disabilities;
reducing the costs of doing business so that theter sector remains viable and absorbs
more labour; and encouraging private investmerasgbnerate decent jobs.

AssessmenGiven the Government’s ideological stance, it esras no surprise that the
private sector features prominently in the NEP. Téference to the informal sector is
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encouraging. But given its resource constraintsGbgernment may also want to stimulate
agencies outside the public sector to undertakearel on employment in both the formal
and the informal sector.

On Labour market information the NEP states thakly labour market information shall be
generated by strengthening the Labour Mini$fiy role as a depositary for labour and
employment management information through, inteia, athe issuing of “computerized
employment permits”; supporting private and puldictor institutions in the production of
labour market information; and collaborating witlBBOS to develop “early warning indicators
that would capture sharp falls in real wages”.

Assessmenithe suggestion to support private labour markierimation providers is important in
view of the government’s resource constraints.&&@the recommendations.

On enforcement of the labour law and other form&bbur protection the NEP states that the
government shall be “implementing the labour lavegjulations and the fundamental principles
and rights at work”; set up a mechanism to moniat wage trends; establish a Minimum Wage
Advisory Board to investigate the impact of minimusages on employment, productivity,
wages in key sectors; develop “a labour adminisinaaind employment services system that is
pro-active, effective, impartial and service-orgdit reactivate the National Tripartite Council to
promote social dialogue and tripartism; strengthes Industrial Court, the Labour Advisory
Board, the Medical Arbitration Board and the Ocdigral Safety and Health Board; regulate,
monitor and promote the establishment of privatpleyment services.

Assessmenthe call for the government to implement the Labloaw and regulations is timely.
Uganda is considered to have a good set of Labawslbut enforcement of the law is weak. The
trade unions are not particularly strong. The Lalddinistry is not particularly powerful. Many
districts do not have their own labour inspectdre Tndustrial Court is inactive.

Setting up a minimum wage advisory board is alseely. As we pointed out in chapter 2, the
absence of a minimum wage has made it easier bmufato be exploited. Many employers
appear not to be against a minimum wage, provitlésl megotiated and not imposed. Certain
sectors (e.g. the flower sector) have such a (i@gd) minimum wage. Tanzania and Kenya
have minimum wages.

The suggestion to promote private employment sesvis pragmatic in view of the limited
capacity of the public sector. These private emplent services can be a valuable source of
labour market information- see also the recommeoisiat the end of this report.

In short, the NEP is full of ideas, suggestionsdation, and good intentions. Many of
these initiatives are in need of some type of fogdiOther types of National Policy
initiatives were expected to rely heavily on prevétinds or private-public partnerships. But
such is the nature of the employment and labouiativies that- with the exception of the
training levy- it is unlikely that these will attmany private funds.

127 The original text talks about the Ministry respibites for Labour. For the sake of brevity | am using
the term Labour Ministry but (much to the regretttg union movement and others) Uganda does not
have a special Labour Ministry; labour is amongresponsibilities of the Minister of Gender, Labour
and Social Development (MGLSD).
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3. Conclusion and recommendations

3.1 Conclusion

The Ugandan economy has been growing at a respectdab in the past two decades.
A succession of reforms and one-off events suchpeace dividends’ have stimulated
economic growth. The return to stability in Ugaradad in neighbouring countries has been
good for the Ugandan economy. The challenge is depkup the momentum (which,
admittedly, is partly outside the control of thedddan government) and turn the succession
of one-off boosts into a lasting contribution tcetlkconomy and to employment. The
prospect of becoming an oil producer and expogetiractive. This can create some good
jobs but, given that oil is a skill- and capitaténsive industry, many of these jobs need not
necessarily be filled by Ugandan nationals becalifiee experience required.

Uganda’s employment problems are many. Arguably niost important one is the
continued pressure that comes from the high andiggopnumber of new jobseekers every
year, itself the consequence of high populatiomgjioA close second is the dearth of up-to-
date labour market indicators and how to genelaset With so few hard data available it is
difficult to decompose the general employment pgoblinto more manageable sub-
problems. In turn, this makes it difficult to assélse success (or lack of it) of the different
policies that are being suggested in the publiateebl' he mosacuteproblem is the decline
in real incomes of the last few years, its magratuahd how different groups have been
affected.

The mismatch in the labour market is another b@lehge. How can demand for and
supply of skills be brought closer to each othegandla has on the one hand a large and
growing reservoir of educated people looking innvéar a job, and on the other many
employers who cannot find qualified technicians emddle managers. Groups of employers
have approached selected learning institutes ieffant to bridge the skills gap but there is
also a clear role for the government. A functionirggional and nation-wide framework is
needed to bring together employers’ associatiomgpleers of labour market information,
and suppliers of vocational education and trainifige benefits of fine-tuning the demand
for and supply of skills are immense. The costtheocountry of failing to do so are high.
There appears to be much goodwill all around bwel-functioning, flexible structure has
yet to be put in place. Employers demand fiscal mamsation for the costs of on-the-job
training, and a say over how the proposed traitémg will be spent but these are but two of
several elements in which the productive sectodsié® be involved in vocational training.

The 2011 National Employment Policy (NEP)

Depending on who is asked, the adoption of Ugandat®onal Employment Policy in
May 2011 was a major breakthrough, or just the “ehthe beginning”. In a sense it was
both. It is now up to the Labour Ministry to formatge a Plan of Action and for the Labour
sector to continue to draw attention to key dimemsj to propose policy measures, and to
pressure for their early adoption.

The NEP is a significant document for several reasti offered the Labour Sector the
opportunity to draw attention to some key labourkataspects, such as the high number of
yearly new job seekers and how this number wilkdrate sharply in the years to come. It
also offered the opportunity to explode some mysiash as the labour absorption capacity
of foreign investments (which provide jobs to fewkan 10% of all new jobseekers) or,
more generally, the belief that the formal sectam ebsorb all new entrants (it can’t), and
what this entails for policy. The NEP officially signs the coordinating mandate to the
Labour Ministry. The new National Employment Counprovides a framework for
collaboration between different arms of governmemd with non-state actors for tackling
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such pressing issues as the responsiveness dhtraind education to business needs, and
the need for better labour market information.

Much of Uganda’s future employment growth will cofnrem the informal sector. It is
encouraging that the NEP makes reference to thésnaefethe informal sector and how to
make it more productive. The problem is that siteliis known about employment status,
occupations, and earnings in the informal labourketa(Sender et al. 2009). Research
should map out the full range of its activitiegnas in its capacity to generate decent wage
earning opportunities (GOU 2011) and the type tdrirentions needed to raise productivity
and earnings of enterprises in this sector (MGL8D&).

3.2 Recommendations
On the economy

To create more jobs there is a need to broaderdaegen Uganda’s production and
export base. Productivity enhancing measures iicw@gire (more irrigation, fertilizer, and
extension services), where most people are aciive,industry are essential. Sectors that
look promising from an employment perspective idelu

» those for which being landlocked is no handicapr{gm; high value horticulture);

» sectors that make intensive use of Uganda’s rescemdowments such as food, other
agriculture, food processing, and mining

» sectors that are linked to Uganda’s ‘new’ statusdsansit country (more efficient,
more rapid, and higher-value transport and comnatiimics services); and above all

* Internet and telecommunications services that, @vedlable country-wide, offer even
greater potential than they already do now, bothheir own, and in combination with
banking (e-banking) and in rural areas (marketrinfttion; extension services).

It may be tempting to identify specific productsdandustries for their economic and
employment growth potential (“picking winners”),that present priority attention should be
given to typical cross-cutting elements, i.e. eleteghat benefit the economy as a whole or
a broad range of economic sectors. These inclutte“bard” elements such as adequate and
reliable electricity supply, and reliable and e#it communications infrastructure -both
within the country and in Kenya; and “soft” elemersuch as adult education, customer-
orientation, a hands-on attitude, quality consaiess, and respect for delivery schedules, as
these are critical for success in production fahlithe domestic and the export market.

But if there is one winner to be picked it shou&ltburism. Over 800,000 people visit
Uganda each year. Only part of these (around otle-according to UNCTAD) are ‘holiday
tourists’. Most foreign visitors are related to th@spora (to visit friends and relatives), to
foreign trade and investment, to East African iraéign, and to the aid industry.

Tourism has low barriers to entry. People withoutchh education but with good
interpersonal and organizational skills have thtoagthusiasm and hard work ended up in
responsible positions. Many tourist businessesalm@ed much start-up capital and are thus
well-suited for people wishing to set up their olusiness (Van Liemt 2005). With tourism,
‘exporting’ becomes possible anywhere in the caunticluding in remote, underdeveloped
rural areas. The potential “dual benefit” of toarignfrastructure (roads, airports, medical
clinics, electrical and transmission facilities,teratreatment plants, telecommunications and
financial services) is another advantage (Horn@6K8). There is a demonstration effect:
foreign hotels train local people and demonstraiall establishments how to improve
customer service and food hygiene (UNCTAD, 2008)t B should be kept in mind that
tourism is a complex, interlinked chain of manyfeliént service elements (Horneck, 2008).
One weak link in the tourism services chain, eagklof high-quality telecommunications or
unreliable electricity supply, weakens the sectoospetitiveness (ibid).

158



On labour market information, education and
training

The absence of detailed, reliable, up-to-date lnbwarket data is a source of concern.
There is an urgent need to improve the availabditgl the quality of information on the
Uganda labour market. Plans to set up an EAC-valdedr market information system seem
to have stalled for lack of funtf& But something needs to be done. The labour maafule
the household surveys could be expanded. With mes@urces these surveys could be held
more frequently and their results published moréckgy But even in the best of
circumstances it will take time before the informoatthus collected will become available.

The labour market information problem affects thiflss mismatch at three levels: (a)
the supply and demand of skills for the formal sedi) the supply of and demand for skills
for the informal sector; (c) the supply of and dechdor professionals. This is not the place
to deal with these issues in any detail but beloe eifer some pointers to help the
discussion forward.

Successfully matching demand and supply of skillthe formal sector requires close
contact between the authorities responsible fanitrg on the one hand and associations of
employers on the other, at both the regional amdstctor level. These contacts, which
should be regular and institutionalised, should engilire that training courses are as up-to-
date and as relevant as possible; help build cenée among the partners; and provide a
framework for the active participation of employémstraining efforts through apprentice-
and internships.

For the informal sector the situation is more cawplThis sector is all-important
because many Ugandan jobseekers will find thest fob in this sector and yet so little is
known about it. Which are the dynamic activitieshaWis the nature of their links to the
formal sector? What kinds of jobs are on offer? Hoany people are self-employed and
how many work for wages? How are people currendyned for work in the informal
sector? Until and unless more light has been shetiese questions it is hard to be specific
on the training needs for this sector. Policy-aeenresearch is thus a priority. Training
courses for this sector will need to be short arymaorkers cannot afford to forego wages
during training. Should these courses be integratiedegular vocational training courses or
is a parallel set-up needed?

For professionals, the situation is again differ@iiere may not be a sophisticated,
integrated labour market information system avéalab the country, but bits of timely
labour market informatiomre available. UBOS scans the job ads in the newspapée
Uganda Investment Authority asks potential foreigmestors about their skills needs.
Private employment agencies have a good view ot wipe of specialisation is in demand
in their line of business. District labour officdrave a view of local demand and supply for
skilled workers. The Uganda Manufactures Assodialias a computerized human resources
(managers, engineers, technicians) data base fonbers. Production ministries, the
Ministry of Education, the trade unions are likétyhave snippets of information that they
can contribute. Academics undertake labour madssarch.

It is recommended that all these bits of informataye brought together at a central
point. This point should be Internet-based and dmléctively owned’. The ownership
dimension is important. Participants should feett pd the project and not be asked to
contribute because they have to. This will reqaineopen approach. Participants could be
asked to provide a short monthly report on whay teee as the most important labour

128 And in any case the EAC is mainly concerned withfgssional and skilled workers
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market trends. Where possible, they may want tantifyethese trends. In the first instance,
no attempt at analysis of the raw data will be m@di due course, when the system is up
and running, gaps will be identified. Key words:aveluntary, flexible, non-hierarchical,
internet-based and low cost. The project could dwercost-neutral; one or several of the
parties involved (private employment agencies?) mant to sponsor it.

Such an initiative would be a beginning, an effortome up with some beacons which
will make the Ugandan labour market for professi®ra bit more transparent and thus
efficient. The advantages of the suggested apprasetobvious. It heed not cost much; it
will require, but also create goodwill and a seofisewnership; and because of its low profile
and low cost it could start without delay.

On labour force growth

The Uganda labour force is growing at a fast ratkwill continue to do so for years to
come, thus significantly aggravating the job cratiproblem. From an employment
perspective it seems urgent to bring down the ehfgopulation growth. The reason for the
urgency is that such a drop will only start affegtthe growth of the labour force in another
two decades. This requires political will but ithcke done. One observer drew a parallel
with the much-lauded reduction in cases of HIV/A|GSreduction that owes much to the
single-minded determination of the Head of State.

To the Ministry responsible for Labour

The adoption of Uganda’s National Employment PolicyMay 2011 was a major
achievement. However, the text of the NEP is natelyi known within the country. The
Ministry is therefore recommended to make this tagte widely available to other parts of
the public sector, the productive sector, as indeedpublic at large. It should continue to
keep these constituencies informed of progres$erPtan of Action and the decisions and
deliberations of the National Employment Councy. dbing so, it will stimulate debate on
employment, draw attention to what the Governmertaing to improve the situation, and
raise its own profile in the process.

On ILO assistance on employment promotion

As is the case in other African countries, ILO sisgice on employment promotion in
Uganda faces two dilemmas. ILO constituents reptesainly if not exclusively the formal
sector and this is seen as one reason why lesgiattés given to the informal and more to
the formal sector, even when the former is the rdgsamic labour absorbing sector.

The institutional conduit for contact between thé&land the Government is the
Ministry responsible for Labour. ILO assistancetlie area of employment promotion is
channelled through this Ministry because it is sesnalmost the natural thing to do.
Nonetheless, this Ministry is seriously underfunded understaffed. Also, the NEP is
meant to deal with a range of concerns, from macanomics to the setting up of industrial
parks, from improved labour market informationabdur law reform, from minimum wage
monitoring and social dialogue promotion to enhagclabour productivity and skills
development.

In light of this it is fair to ask whether ILO efoyment assistance should be directed
exclusively at the Ministry responsible for Labotihe Government of Uganda assigned the
overall co-ordination of the National Employmenti&p (NEP) to the Labour Ministry and

129 put individual participants and third parties skiowot be dissuaded from doing so
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this should help serve the ILO as a channel fochieg out to the other sectors concerned.
But Government initiatives that bypass the Laboumidry, as occurred with the MOFPED
Youth Employment initiative, cannot be excludedeThO may want to adopt a pragmatic
approach in its choice of agency to work with aedréady to respond to calls from other
sectors, including from the National Planning AuttyoNPA.
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Annex 1: Key dates and events

1962 Independence from the UK

1962 First Obote Government

1967 Uganda becomes a Republic. Obote president

1971 Idi Amin Dada presidenfAsian citizens expelled.

1979 The Ugandan army invades Tanzania. Comburedd of Ugandan exiles and

Tanzanian army in turn invade Uganda

1979-1986  Several governments led by messrs. But@jsa, Muwanga, Oyite-Ojik,
Obote (II), and Okello. Between 1971 and 1986 s®Veindreds of thousands
of Ugandans are killed by state security forcesiardternal conflict. Poor
economic policies and political instability leaveeteconomy in a sorry state.

1986 Yoweri Museveni, the leader of the NRM (NatibResistance Movement- the
political wing of the National Resistance Army NR&9sumes power.
However, in several parts of the country rebel geocontinue to be active, the
Lord’s Resistance Army (LRA) operating in Northéfganda being the most
prominent. Museveni rules under a ‘no-party’ aremgnt. Neoliberal policies
are introduced that welcome foreign investmenttandsm. Public enterprises
are privatized. Public service workers retrenched.

1996 Museveni elected president.
2001, 2006, and 2011 Museveni re-elected president.

Annex 2: People interviewed
Public sector:

Ministry of Gender, Labour & Social Development (M&D)
Ms. Christine Guwatudde, Permanent Secretary
Mr. Ojja-Andira, Acting Commissioner Labour, Indual
Relations & Productivity
Ms. Harriet Luyima, Acting Director for Labour
Mr. Milton Turyasiima, Senior labour Officer/Eoyment
Ministry of Education and Sports  Mr. llahi Mansoéssistant Commissioner, Technical
Education
Ministry of Tourism, Trade and Industry ~ Eng. Sam@sénkungu, Commissioner,
Industry and Technology

Ministry of Agriculture and Fisheries Mr. Godfreywinike, Principal Policy Analyst
Mr. Onuku Augustine, Principal Personnel
Officer

National Planning Authority Mr. John Kavuma, Ecomo Analyst

Uganda Investment Authority Mr. Lawrence Byensrebtor

Enterprise Uganda Mr. Charles Ocici, ExecutiveeBiior

Uganda Bureau of Statistics (UBOS)Mr. Wilson NyggerPrincipal Statistician
Trade Unions:

National Organisation of Trade Unions (NOTU) MriéreChristopher Werikhe,
Secretary General
Mr. Owere Usher Wilson, Chairman
General

Central Organisation of Free Trade Unions (COFTU)
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Dr. Sam Lyomoki, MP, Secretary General

Mr. Christopher Kahirita, Chairman General

Mr. Robert Wanzusi Matukhu, Dept. Secref@gneral
Mr. Justin Talenga, Director of Education dmdining
Mr. Joseph Mbabazi, Treasurer General

Employers:

Private Sector Foundation Mr. Gideon Badagawagtkee Director

Uganda Manufacturers Association Mr. Andrew Luzzagyfawa, Manager Policy Research
& Advocacy

Federation of Uganda Employers Ms. Nyachwo Jukanployment Relations

Officer

Wagagai Farms Mr. Olav Boenders, manager

Other Uganda:

Platform for Labour Action Ms. Dorah Mafabi

Foundation for Advancement of Small Enterprises Radhl Technologies (FASERT)
Mr. Alex Menyha, Executive Director

Dr. John-Jean B. Barya Associate Professor of IMakerere University

International;

ILO Ms. Grace Rwomushana, Project officer
Netherlands embassy Mr. Arne Brandsma, First smgre

Mr. Michael Nsereko, Finance and results astaly
UNDP Ms Regina Akello, Programme associate
World Bank Ms. Rachel Kaggawa Sebudde, Serconamist
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