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Informal Meeting On Policy Coherence 
June 8, 2005 

International Labour Organization – Geneva 
 

A Synopsis 
 
 
One recommendation arising out of the World Commission Report on the Social Dimensions of 
Globalization was to increase coordination between the work of international organizations in areas 
in which their mandates and policies intersect.  As such, in opening this informal meeting on policy 
coherence, Gerry Rodgers (Policy Integration Department, ILO) identified three objectives: 
 

(a) To identify the areas in which the mandates and policies of the international agencies 
intersect 

(b) To survey the work that has been done in the areas of labour market institutions, growth, 
investment and employment, to point out gaps in the literature and data, and to discuss how 
to fill these gaps 

(c) To discuss avenues for future collaboration and complementarity so as to give meaning to 
the notion of coherence and to operationalize it 

 
The focus of this meeting held on June 8th, 2005 was labour market institutions. 
 
Presentation 1 
 
Auer, Peter, Umit Efendioglu and Janine Leschke. 2005. Active Labour Market Policies Around the 
World: Coping with the Consequences of Globalization.  Geneva: ILO. 
 
Presented by Peter Auer (EMP/ANALYSIS, International Labour Organization) 
 
Peter Auer began by acknowledging that some coherence already exists in the approach 
international organizations adopt towards Active Labour Market Policies (ALMPs).  There is 
agreement that ALMPs play a role in dealing with the employment problem, but not everybody is 
convinced that they are entirely effective.  Yet, international organizations continue to market 
ALMPs because other available alternatives are limited. 
 
The presentation provided an overview of some of the positive social impacts and multiplier effects 
of ALMPs (such as their consumption smoothing effect), how developed and developing countries 
differ in their utilization of ALMPs, and methods of evaluating such active programmes.  Peter 
Auer noted that ALMPs are a key instrument for managing changes brought about by globalization 
and ALMPs exist in most regions of the world, albeit in different forms depending on the nature of 
the employment landscape.  ALMP measures that appear less important in developed OECD 
countries, such as public works and demand-side measures, can actually prove to be successful in 
developing countries at least in terms of providing temporary employment.  In the absence of a 
spontaneous match between shrinking and expanding sectors of the economy due to heterogeneity 
problems, ALMPs can assist in addressing the quantity and quality gaps in the labour markets 
through supply (e.g. training) and demand side (e.g. public works) measures.      
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Moving forward, he suggested that a long-term vision for the utilization of ALMPs in developing 
countries is critical, as is the need to formulate evaluation methodologies that are uncomplicated 
and affordable for developing countries.  In the face of constantly changing labour markets, the new 
concept of managed adjustment through ALMPs and other labour market institutions to yield 
favourable employment outcomes should be considered by international organizations along with 
growth oriented policies intended to sustain long-term employment. 
 
Presentation 2  
 
Betcherman, Gordan, Karina Olivas, and Amit Dar. 2004. Impacts of Active Labour Market 
Programmes: New Evidence from Evaluations with Particular Attention to Developing and 
Transition Countries. Washington DC: World Bank. 
 
Presented by Robert Holzmann (Social Protection Department, World Bank) 
 
Robert Holzmann introduced this study as one that takes stock of current evaluations of ALMPs.  
The aim of this review of evaluations is to assess the success of ALMPs in relation to employment 
outcomes.  The study finds that the provision of employment services is the most effective type of 
intervention; evaluations suggest that such services can improve future employment and earnings 
potential in a cost-effective way.  However, when there is a lack of demand for labour and structural 
unemployment is high, employment services alone are of limited use. Training and retraining yield 
mixed results.  Programmes targeted at the long-term unemployed appear to have positive results, 
but retraining for mass layoff cases and training for disadvantaged and unemployed youth provides 
a less positive assessment but they do demonstrate more positive results in developing countries.  
Wage and employment subsides as well as public works demonstrate no positive impacts in terms 
of post-program employment or earnings. Micro enterprise development and self-employment 
assistance also appear to yield mixed results.  In sum, the study finds that some forms of ALMPs 
have positive impacts with favourable cost-benefit ratios, but others fail to improve employment 
prospects, and even when they do, it is not always cost-effective. 
 
Following his presentation of the paper, Holzmann noted that the Schumpeterian dynamic of 
creative destruction today calls for institutions that can accommodate the shift of labour from 
declining to emerging sectors.  Nevertheless, he suggested that spending on institutions could do 
more harm than good if the funds are not spent well.  Labour market institutions should not be 
intended to compensate for bad macroeconomic policies.  He stated that the World Bank is more 
sceptical of the effect of ALMPs than the ILO is; and that the ILO takes a less critical view of 
ALMPs focussing more on the social impacts that are difficult to measure. Regarding ALMPs in 
developing countries, Holzmann emphasized that implementation capacity and delivery 
mechanisms (e.g. private sector, CBOs, etc.) are critical to the effectiveness of active labour market 
programmes. 
 
Discussion 
 

In response, Peter Auer and Janine Berg (EMP/ANALYSIS, ILO) noted that while more 
evidence is required to illustrate the positive social impacts of ALMPs, some evidence is 
available already.  For example, there is evidence that ALMPs have a consumption 
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smoothing effect as well as the fact that ALMPs enhance the perception of employment 
security among constituents. 
 
Rolph van der Hoeven (IPG, ILO) drew attention to the fact that studies of Structural 
Adjustment Programmes in the 1980s and 1990s illustrate that pre-existing public works 
programmes and other active schemes tend to be more effective than quickly constructed 
temporary safety nets and compensatory programmes.  Peter Auer concurred, suggesting 
that it helps to have a permanent structure in the face of a shock; the question then really 
becomes of how to manage a permanent institution while maintaining its flexibility. 
 
Jean Pierre Chauffour (Office in Geneva, IMF) suggested that it is perhaps more useful to 
identify the labour market imperfections that we would like to rectify before deciding the 
type of policies that ought to be used.  To this Peter Auer responded by noting that 
imperfections have received considerable study and that the main problem is transferring 
labour from declining to rising sectors of the economy.   
 
Additional issues related to ALMPs that participants drew attention to included: 

• How the acceptance of ALMPs relates to firm size (Richard Kozul-Wright, 
Department of Globalization and Development Strategies, UNCTAD) 

• How active policies can be designed to move rural workers into other labour markets  
(Ajit K. Ghose, EMP/STRAT, ILO)  

• The importance of providing workers with the assurance of a minimum income as 
incentive to transfer to other sectors; there is therefore the need to combine a passive 
insurance component with active policies (Manas Bhattcharya, Sub-regional Office 
for South Asia – New Delhi, ILO) 

• A need to look at ALMPs alongside other policies that address the structural issues 
that contribute to unemployment (Steven Pursey, Cabinet, ILO) 

 
In addressing the aforementioned contributions, Holzmann stated that much evidence 
regarding ALMPs remains to be harvested, in particular for developing countries.  For 
example, it is not clear that it is income security that contributes importantly to the transfer 
of workers from rural to other sectors.  He also suggested that the duration of ALMPs is less 
of an issue than the governance of the ALMPs.  Certain ALMPs can help curtail the impact 
of temporary shocks and when the shock is gone, perhaps the money is better used 
elsewhere.   
 
Steven Oates (Standards and Rights Sector, ILO) drew attention to additional mechanisms 
that policy makers have at their disposal to enhance employment outcomes. For example, 
the implementation of rights and standards, the inclusion of social dimensions such as equity 
and equality in the normative frameworks applied to employment development, and policy 
coherence among different institutions. 
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Presentation 3 
 
Debrun, Xavier.  2003. “Unemployment and Labour Market Institutions: Why Reforms Pay Off” in 
World Economic Outlook. Washington DC: IMF. 
 
Presented by Jean Pierre Chauffour (International Monetary Fund) 
 
Before the presentation by Chauffour, Saleh Nsouli (Offices in Europe, IMF) made a few remarks 
about the IMF’s perspective on labour markets and their institutions. Nsouli welcomed the focus of 
this meeting on the issue of labour market policies and institutions for improving employment 
outcomes, as this was indeed a topic on which the group has expertise and can undoubtedly bring 
added value. He then emphasized that, as per its mandate, the IMF has a long tradition of dealing 
with labour market performance, in the context of both its bilateral and multilateral surveillance.  
 
He introduced the forthcoming presentation by making reference to the French and Dutch 
reluctance to accept a common EU constitution as possibly reflecting popular dissatisfaction with 
the performance of the labour market, particularly in France. He contended that it is therefore 
critical to address labour concerns in continental Europe. Nsouli concluded that, while the economic 
analysis cannot resolve the question of whether the long run gains are worth the political costs for 
any particular reform, one can attempt at least to improve quantification of some of the long-run 
benefits, and thereby inform the debate. 
 
The study presented by Jean Pierre Chauffour evaluates whether reforms of the labour market can 
pay off in-terms of employment performance in continental Europe using the United States as a 
benchmark.  As a corollary, Chauffour noted that reforms are not intended to be the ‘magic bullet’ 
and that each country has to make its own reform choices given its particular employment 
problems.   
 
The presented Chapter IV from the IMF’s World Economic Outlook (2003) depicts high 
unemployment in industrial countries as a structural problem rather than a cyclical one; it therefore 
advocates comprehensive reform of labour market institutions. In particular, it emphasizes that if 
the competitiveness of European labour markets were to converge to the U.S. level, European 
unemployment rates would fall dramatically (overall, by over 3 percentage points in the euro area). 
This would require tackling as a priority generous unemployment compensation systems, removing 
strict employment protection legislation (e.g., large firing costs), and reducing the level of overall 
labour taxation, among other things. Furthermore, if these labour market reforms were to be 
accompanied by broader reform of the product markets—to bring about more competition in the 
euro area—the high-unemployment countries could be expected to post unemployment rates unseen 
since the early 1970s. The study also notes that, while a number of labour market policies have 
clearly a negative impact on unemployment, the impact of unionisation and central coordination in 
wage bargaining are more ambiguous. 
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Discussion 
 
Comments by Mr. Rolph van der Hoeven 

 
Van der Hoeven provided a threefold critique of the IMF chapter.   

(a) He noted that the data limitations prevent a link between labour market institutions 
and employment beyond 1998 

 (b) He suggested that the focus on the long run ignores critical up-front costs and the 
adjustment from one equilibrium to another 

(c) van der Hoeven made reference to two other studies, by Baker1 and Freeman2, that 
provide critiques of the IMF chapter.  Baker’s paper illustrates the instability of the 
data analysis that forms the basis of the IMF study, while Freeman criticizes the use 
of cross-country aggregate data, that ‘priors’ dictate modelling choices, and that the 
results are implausible 

 
He then suggested some recent publications by the IMF which had given more emphasis  to 
some of these issues. For example the last issue of the IMF World Economic Outlook (April 
2005) which called for an overhaul of the growth and stability pact in the  Euro zone and 
which suggested national fiscal councils to determine the appropriate budget deficit; a study 
on Sweden3, which demonstrated that the slow down in Swedish GDP was due to a banking 
crisis rather than due to labour market inflexibility and a study4 taking into account 
economic, social and political costs of labour market and product market reform. He 
suggested that these findings could contribute to a meaningful discussion on policy 
coherence. 
 
Furthermore, van der Hoeven noted that the examples of France and Germany alone are 
insufficient to draw conclusions about labour markets in other European countries, as other 
European countries had better performance.  
 
He then questioned whether this analysis of Europe could apply to developing countries. 
First he cited the World Bank’s Chief Economist 5 who argued that cross-country analysis of 
this nature on the labour market, economic outcomes and employment do not take into 
account the extent to which labour protection was already included in lower wages. He also 
noted that to get a more complete picture of aggregate labour market efficiency, one needs 
to take into account not allocative efficiency, as is usually done in studies of this type, but 

                                                 
1 Baker, D, Andrew Glyn, David Howell, and John Schmidt. 2004. “Labour Market Institutions and Unemployment” in 
D. Howell (ed.) Questioning Liberalization: Unemployment, Labour Markets, and the Welfare State, Oxford, UK: 
Oxford University Press. 
2 Freeman, Richard. 2005.  Labour Market Institutions Without Blinders: The Debate Over Flexibility and Labour 
Market Performance. Cambridge, MA: NBER. 
3 V.Cerra and S.C.Saxena .2005 : Eurosclerosis or Finacial Collapse : Why did Swedish Incomes fall Behind ? IMF 
Working paper 05/29 , Washington D.C.  
4 T.Boeri.2005. Reforming Labour and Product Markets : Some Lessons from two Decades in Europe. IMF working 
Paper  05/97 , Washington D.C. 
5 F. Bourguignon .2005. Development Strategies for More and Better Jobs. Mimeo. Washington World Bank April 14 
2005  
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also dynamic efficiency and social cohesion efficiency, which were important prerequisites 
for growth in developing countries. 
 
In response to the IMF presentation, a number of participants including Marion Jansen 
(Economic Research and Statistics Division, WTO) and Ajit Ghose questioned the use of the 
United States as a benchmark for Europe. Esther Busser (ICFTU) suggested that looking at 
EU models, the Nordic countries for example, as opposed to the United States might have 
been more appropriate.  Along the same lines, Richard Kozul-Wright remarked that one 
could conceive of a model where the assumptions from Nordic Countries were imposed on 
the U.S.; if the results of such an exercise are positive as well, then the IMF model presented 
in this Chapter is neutral.  To these comments, Chauffour responded by saying that this 
Chapter was part of a multilateral surveillance exercise and that the United States, as a 
leading industrialized nation, was just used to anchor the discussion.  He noted that perhaps 
the IMF was “too bold” in the message conveyed by this Chapter, but it provides impetus 
for further discussion which was the goal. 

 
Jansen also contrasted the paper's call for a decreasing taxation of labour with the public 
debate on the increased difficulties to tax capital and the resulting need to increase taxes on 
labour in order to maintain public spending, and questioned what the long run and the short-
run in this presentation mean.  Chauffour explained that the presentation focuses on the 
political economy of short-term costs.  He noted that often governments know that their 
policies are unstable, but are reluctant to reform them for political reasons until the negative 
consequences make reform unavoidable.  The presentation is intended to warn against some 
of the unintended consequences that labour market institutions can have. 
 
Additional questions/comments by participants included: 
 

• The presentation made no mention of the informal economy.  Perhaps it would have been 
more useful to look at other employment indicators.  (Jansen and Ghose) 

• The study does not examine the costs associated with de-regulation nor the benefits of 
labour market institutions (Busser) 

• It is important to look at the duration of unemployment benefits, less at replacement rates 
(Holzmann) 

• Over the years, levels of protection have adapted to employment levels so causality cannot 
easily be established (Michael Cichon, SECSOC, ILO) 

• Different benefits have different impacts; there are some studies that show per capita levels 
of social expenditure to be positively correlated with productivity for example (Cichon) 

• It would also be interesting to look at the interaction between different labour market 
institutions (Rodgers) 

• Reducing unemployment is just one of the goals to improve the overall picture; there needs 
to be an integrated view of ‘decent work’ with multiple instruments contributing to multiple 
goals (Rodgers) 

• The problem with this kind of analysis lies in its tendency towards hazardous generalization 
that regulations are necessarily bad. More intricate questions might lie in the design and the 
effectiveness of regulations. A disaggregated analysis might yield better insights into where 
exactly 'good regulations' deliver better results compared to ‘no regulations’ (Bhattacharya) 
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In response to these comments, Chauffour agreed that it is important to look at replacement 
rates, and to study the joint effects of the product market alongside the labour market.  He 
also noted that it would be interesting to study the interaction between labour market 
institutions.  He concluded by saying that this study was not intended to look at the 
qualitative impacts of labour market institutions and that it does not advocate getting rid of 
institutions altogether, but rather reforming them in appropriate ways to yield the desired 
results.  Studies such as this one allow developing countries to make inferences about how 
to design their institutions as they learn from the mistakes of the industrialized nations. 

 
Presentation 4 
 
Kucera, David and Ritash Sarna. 2004. Trade Union Rights, Democracy and Exports: A Gravity 
Model Approach. Geneva: ILO. 
 
Presented by David Kucera (SDA, International Labour Organization) 
 
This study by David Kucera and Ritash Sarna evaluates the effect of Freedom of Association, 
Collective Bargaining rights (FACB) and Democracy on export performance for the period between 
1993 and 1999 using a gravity model approach.  The results presented by Kucera are as follows: 
there are robust positive relationships between stronger democracy on the one hand and total 
exports, total manufacturing exports and labour-intensive manufacturing exports on the other.  The 
same holds for FACB rights and total manufacturing exports.  The analysis does not reveal robust 
relationships between FACB rights and total trade or labour intensive manufacturing trade.  Kucera 
noted that the negative effects (higher labour costs) of FACB and democracy are offset by positive 
effects such as stability in labour market relations, social, political and economic stability.  These 
can contribute to trade via economic growth, or to export performance directly. 
 
Discussion  

 
This presentation prompted a discussion of the relationship between ‘rights’ and 
‘development’.  Holzmann remarked that the existence of rights matters less than whether 
the rights are actually used to make significant contributions in development.  Furthermore, 
Ingram noted that the presentation was timely since the World Bank is currently looking 
into similar issues.  He noted that Kaufmann has come up with indicators to establish 
causality between government anti-corruption and development outcomes and similar work 
is now underway to do the same with respect to the provision of human rights and positive 
development outcomes. 
 
Additional questions were more technical in nature focussing on the methodology of the 
study.  Holzmann asked how exports were defined and whether the study addresses 
outsourcing effects, to which Kucera responded that gross exports were evaluated and thus 
there could be an outsourcing effect not captured by the study.  Jansen asked why this study 
yields different results from others that find a negative relationship between democracy and 
trade? Kucera explained that this was due to varying definitions of labour intensive 
industries.  He also explained that some East-Asian countries have relatively weak FACB 
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rights and democracies and yet they demonstrate highly visible export successes.  The East 
Asian experience is anomalous in the broader global context and Kucera emphasized that it 
is important to be mindful of the less visible export failures of several countries that have 
weak FACB rights and democracies and are indeed only weakly integrated into global 
markets.  In closing, Kucera noted that the implementation of rights is a key issue and is the 
next step in this research.   

 
Presentation 5 
 
HDNSP-PREM. 2005. Labour Market, Job Creation and Growth: Joint Proposal for 
Operationally-Oriented Research (Draft Issues Paper – HDNSP and PREM). Washington D.C.: 
World Bank. 
 
Presented by Robert Holzmann (Social Protection Department, World Bank) 
 
Robert Holzmann began by acknowledging the motivations that led to the World Bank’s stock-
taking exercise that had a three-fold objective: 

(a) Consolidating existing knowledge about labour markets, 
(b) Diffusing this knowledge across regions and sectors in a way that is accessible, and 
(c) Identifying gaps where more research is needed 

 
He noted that labour is the main asset of the poor.  While global labour demand is largely driven by 
macroeconomic variables, the set-up of labour markets has implications for the business climate, 
firms and job creation.  Economic reforms have been limited in their positive impacts on 
employment and it is therefore critical to identify new ways of moving forward.  Holzmann noted 
that employment creation and better jobs have not received enough attention in the development 
agenda. 
 
Based on the stock-taking exercise, the World Bank identified seven preliminary priority areas, a 
corollary being that this list by no means includes all the factors that impact the labour market.  The 
seven priority areas are as follows: 
 

(a) Improve diagnosis of the labour market and identify vulnerability 
(b) Explore the linkages between investment climate, labour demand, and poverty 
(c) Understand the different aspects of formality and informality 
(d) Identify the costs and benefits of structural reforms and globalisation for workers 
(e) Identify “optimal” labour market regulations and institutions 
(f) Identify the best practices in skills development and skills upgrading 
(g) International migration – understanding demographic disequilibria and skill gaps 

 
Holzmann noted that the implementation of such a labour market research strategy requires a joint 
2-3 year initiative executed by different national institutions, international organizations and 
experts.  In closing, Holzmann touched upon a funding strategy for implementation and different 
intermediate and final deliverables. 
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Discussion of Ways to Move Forward 

 
Duncan Campbell noted that each of these seven priority areas outlined by Holzmann is 
relevant to the ILO; indeed they are areas that the ILO has been working in.  He proposed 
that the different international organizations could put their “heads together” and work on 
the theme of “Growth, Investment and Employment Creation”; but then the question 
becomes, “what model should this collaboration take?” 
 
Other suggestions for themes that collaborative work could explore included: 
 

• The informal sector, measurement problems related to the informal sector, and how 
informality can be a barrier to participation in trade (Jansen) 

• Investigating the investment climate in rural areas; the rural perspective has been 
thus far neglected and more direct emphasis needs to be focussed on rural 
employment (Ingram) 

• An exploration of the relationship between the use of ‘rights’ and how labour market 
institutions are constructed and function (Pursey).  Pursey also pointed out that rights 
themselves do not diminish competitiveness and therefore it is important to take a 
more nuanced approach to how rights are used 

 
Speaking to the strengths of the ILO, Oates pointed to the fact that an understanding of 
labour standards is key to the debate and that the ILO has a competitive advantage in this 
area.  David Kucera noted that the ILO also has legal expertise on labour market issues that 
could add an important perspective. 
 
In terms of operationalizing the collaboration between the international organizations, Auer 
suggested that it is important to first take stock of all that has already been done and then to 
decide on a new research agenda. Ingram noted that “no one size fits all” but the different 
organizations could work with each other to come up with best practices and share the 
benefits of this knowledge with governments.  Finally, Donald Lee of UN DESA noted that 
while there is tremendous interest in employment issues, they do not always make their way 
to the upper echelons of the UN – ECOSOC and the General Assembly.  Furthermore, he 
noted that the issue of labour standards is a very sensitive subject for some in these forums, 
but it is critical to push the envelope in this regard. 
  

Duncan Campbell then suggested that any additional ideas about themes for collaborative research 
or about the form such collaboration should take could be sent to him.   
 
Closing Remarks 
 
In conclusion, Gerry Rodgers drew attention to the common threads that emerged across 
participants at the meeting.  First, he noted that all the participants acknowledged that institutions 
are at the heart of the employment debate.  The economic impact of institutions is only part of the 
story and there is a need to measure the social impacts.  Rodgers proposed the question: What 
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institutional strategies could be devised to address the trade-offs between labour market institutions 
and employment outcomes?  
 
Second, Rodgers remarked that there is enough convergence on the issue of ALMPs between the 
World Bank and the ILO and he suggested that there is the potential to adopt a joint effort and work 
at the country level.  This is a practical application of coherence at the country level as part of the 
broader development agenda. 
 
Third, he agreed that there is a need to pool the knowledge of the international organizations and to 
ensure that this knowledge is accessible. 
 
Fourth, Rodgers acknowledged that there is a need for an advocacy strategy to garner greater 
attention for these issues and bring them higher up onto the political agenda across organizations. 
 
Finally, Rodgers concluded by saying that the discussion had been substantive and that this formula 
for discussing coherence across organizations worked. 
 
 


