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Preface

The primary goal of the International Labour OffiieO) is to contribute, with
member States, to achieving full and productive leympent and decent work for all,
including women and young people; a goal embeddethe ILO Declaration 2008 on
Social Justice for a Fair Globalizatidnwhich has now been widely adopted by the
international community.

In order to support member States and the socrahgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises fotgrrelated areas: respect for
fundamental workers’ rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wdrkn the Employment Policy Convention, 1964 (No2)l2nd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body’'s Employment andigdPolicy Committee. Since its
adoption in 2003, it has been further articulated made more operational and, today, it
constitutes the basic framework through which th@ pursues the objective of placing
employment at the centre of economic and sociatipst.

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasgee of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming tie tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwta®s publications consist of
books, monographs, working papers, employment tepmd policy briefs

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

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgo/dowatt/dg_announce_en.pdfaccessed 17
October 2011).

2 See the successive Reports of the Director-Gemethk International Labour Conferen@ecent
work (1999);Reducing the decent work deficit: A global challe@001); Working out of poverty
(2003).

® Seehttp://www.ilo.org/gea(accessed 17 October 2011). In particularplementing the Global
Employment Agenda: Employment strategies in suppiodecent work, “Vision” documentLO,
2006.

* Seehttp://www.ilo.org/lemploymentaccessed 17 October 2011).







Foreword

Unemployment and other employment-related problemre ongoing challenges
faced by many governments and they do not occyriartimes of crisis. As observed by
the ILO, there was a jobs crisis before the financrisis hit the world in 2008, and a
problem of structural unemployment as a resultoblgss growth in many areas of the
world with markets unable to create employmenhatscale required. Public employment
programmes (PEPs) such@sblic works programme@WPs) anémployment guarantee
schemegEGSSs) are key tools to protect the most vulneralglainst shocks, at the same
time as developing infrastructure, assets and cesvihat promote social and economic
development: whether in response to a crisis, goaas of longer term, counter-cyclical
employment policy.

There has been renewed interest in these mectaigen the last couple of years.
Firstly, this is because they have formed part ted trisis recovery plans in many
countries. They constitute a component of the Gldbhs Pact (GJP) designed to “guide
national and international policies aimed at statinly economic recovery, generating jobs
and providing protection to working people and thamilies”.

There is also strong potential synergy between sipghoaches and the emphasis on
infrastructure development in many recovery planseeause of infrastructure’s strong
direct and indirect employment multiplier effects:

= demand for infrastructure investment and mainte@drwn developing countries
amounted to 900 billion US dollars (US$) per annpaoblic funding accounting for
some 70-75 per cent;

= regular investments and counter-cyclical spendingfrastructure were widely used
to expand demand, create and sustain jobs.

Innovative public employment programmes such aslipwvorks programmes and
employment guarantee schemes can also complengeitarénvestments in infrastructure.

There is also renewed interest in this area becaluserange of wider innovations
linked to increased recognition of the longer tgrotential of PEPS/EGSs in contributing
to social assistance, infrastructure and servio®igion, and in making labour markets
work more effectively for the poor. This includdsy example, the development of a
minimum employment guarantee in India, which createaights-based framework in this
area for the first time. This has stimulated néwnking about the role of public
employment programmes as part of ongoing employedtsocial protection policies.

This Working Paper is based on the original EmplegtrReport No. ®/itigating a
Jobs Crisis: Innovations in Public Employment Pramgmes (IPEPpublished in 2010 and
covers these issues and more, straddling the rafigeptions from public works
programmes to employment guarantee schemes, anddipg policy insights and
practical design tools to inform decision-makingpaticy and programme levels. They
have benefited from the extensive experience of Maikel Lieuw-Kie Song, Chief
Director with the Department of Public Works in 8odfrica, and Dr. Kate Philip, Head
of a strategy development process on economic melizmtion for the South African
Presidency, and from extensive inputs from Ms. Mittukamoto and Mr. Marc Van
Imschoot, both from the Employment-intensive Inwett Programme (EIIP), in the
Employment Policy Department of the ILO Employm&ector.

The ILO and the United Nations Development ProgremfdNDP) have also
exchanged ideas and experiences as part of thaltaing processes informing their
respective policy papers on the key role of publigployment in tackling key development



challenges. This collaboration and mutual excharage contributed to the indepth policy
debate on this issue, and has led to a high Idveymergy. Readers are, therefore, also
referred to the papdPublic Works and Employment Programmes: Towardsng-term

Development ApproactyNDP International Policy Centre for Inclusived@ith, Working
Paper No. 66, 2010.

Terje Tessem Azita Berar-Awad

Chief Director

Employment-Intensive Investment Employment Policy Department
Programme

Vi
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1. Introduction

“People don’t eat in the long run, they eat every ay” °

The 2008-2009 financial and economic crisis an@@&@afly its employment effects
brought the role of the state in employment creastvongly back to the forefront. As
employment provided by the private sector has shdnamatically, adding to an already
growing employment challenge, it has been incregggirecognized that the state needs
to play a more active role in employment generafidns does not only imply looking at
its overall employment policy and strategy and tat role in creating an enabling
environment for employment creation by the privegetor, but also at the role of the
state in the direct creation of employment throughely, time-bound and targeted
programmes widely supported by governments, thafmisector and workers alike.

The G20 leaders attending the Seoul Summit in Niexn2010 recognized the
importance of addressing the concerns of the madsevable. To this end, they declared
to put jobs at the heart of the recovery, to prexgdcial protection, decent work and also
to ensure accelerated growth in low-income cousftrie

The ILO Summit on the Global Jobs Crisis in Jun@®6tressed the importance of
public employment programmes as a response to to@moenic crisis. This was
substantiated through the country assessmentswitiag carried out for the G20 in
Pittsburgh, the United States of America.

The global financial crisis led to large-scale Jobses — in the range of some 210
million persons, the highest-ever number of uneggaoand up by over 30 million in
2007; but prior to this, decent work deficits waleeady evident. As the employment
crisis is expected to continue for the coming yearsre and more countries have been
and will be considering interventions and programrtteat lead to direct employment
creation to cushion the most vulnerable from s@idieeper into poverty. We know from
past crises that there is likely to be a considerly in the recovery of employment. In
addition, with 45 million new entrants to the glojmbs market annually — most of them
young women and men — some 440 million new jobkneiéd to be created from now to
2020 just to keep pace with the growth in the lalforce.

The ILO/International Monetary Fund (IMF) conferenioo Oslo on 13 September
2010 reconfirmed that a prolonged failure to redtiee global jobs deficit will have
detrimental effects on the economy “enfeebling vecp and undermining social
stability”. The compounded effect of unemploymerithwhe lack of appropriate social
protection coverage of many of the most vulnerébleading not only to social tensions,
but also to increased levels of inequalities. Gesaphasis was made in Oslo on the need
to improve the integration of employment and sogalicies with international and
national macroeconomic policy strategies, and these require a better understanding
of the forces at work in the global economy (ILOHM2010). The ILO has been
looking at these various contributing forces, bgthbally and nationally, and some
instruments and policy tools already exist thal@d@ontribute further to this debate.

® Attributed to Harry Hopkins, Head of the Works §mss Administration (WPA), which was
responsible for the implementation of many of th@aNDeal programmes during the depression
in the USA during the 1930s (Taylor, 2008).

® The G20 Seoul Summit, Leaders’ Declaration, 11N&2ember 2010.



Box 1: The Global Jobs Pact

The Global Jobs Pact (GJP) builds on a history of international agreements on employment, the right to work and the goal of
decent work. These reflect increasing recognition of the centrality of employment in the eradication of poverty and the
promotion of social inclusion. Below are some key milestones in this regard:

the relationship between employment and the fight against poverty and social exclusion acknowledged by the World
Summit on Social Development in 1995;

24th Special Session of United Nations (UN) General Assembly in 2000 called upon the ILO to develop a coherent and
coordinated international strategy for the promotion of freely chosen, productive employment — which led to the
development of the Global Employment Agenda (GEA);

at the UN General Assembly on the 2005 World Summit, Heads of State and governments indicated their strong support
for “fair globalization and resolve to make the goals of full and productive employment and decent work for all, including
for women and young people, a central objective of [their] relevant national and international policies, as well as [their]
national development strategies, including poverty reduction strategies, as part of [their] efforts to achieve the Millennium
Development Goals” (Ref. Resolution 60/1);

the Social Justice Declaration (2008) recognizes and declares, among other matters, that the commitments and efforts of
members and Organization to implement the ILO’s constitutional mandate, including international labour standards, and
to place full and productive employment and decent work at the centre of economic and social policies, should be based
on the four equally important strategic objectives of the ILO.

The Global Jobs Pdgctwhich was unanimously adopted by all ILO constitis in

June 2009, calls for decent work responses to tiss.cIncluded amongst these
responses is the role of direct employment creatiprgovernment through policies
promoting productive growth and investments thropgblic employment programmes
and employment guarantee schemes. The importdniceloding the informal sector
and social dialogue were both agreed. In additibnyas acknowledged that the
provision of an employment floor for those that caork could be an important
complement to a social protection floor for thodwoweannot. This has also underscored
the need to reinforce knowledge development argkdigation of good practices in the

design and implementation of public employment paognes.

This Paper attempts to guide policy-makers who aresidering the responses
suggested in the GJP. At the same time, it prevad&amework for the ILO course on
Innovations in Public Employment Programmes (IPER¥igned to support such efforts.
While emergency public works programmes have beed widely for a long time and
are generally well documented and, to a large d@egomderstood, there has been
significant innovation in the area of public emptmnt in recent years, which changes

the scope of options available for public policythis area.

Firstly, such programmes are not only crisis respenin many countries in the
world, unemployment is an ongoing challenge, witrarkets unable to create
employment at the scale required. Public employmprigrammes are able to

" Since its adoption in June 2009, the Global Jaixt Ras received worldwide support including
from the United Nations, the UN Economic and So€alincil, the G8 Summit (L’Aquila), the
G20 Summit (Pittsburgh), the European Union (EU)nisMers of Labour meetings of the
Organisation for Economic Co-operation and DevelepnfOECD), the African Union (AU), the
Organization of American States (OAS), the Arab duab Organization and the Asian

Development Bank (ADB).




complement employment creation by the private seetod offer an additional policy
instrument with which to tackle the problem of wmd underemployment, as part of
wider employment policy.

Secondly, the range of types of work undertaken ¢tt@enged. Public works
programmes (PWPs) and employment guarantee sch&®&s) have become strongly
associated with infrastructure and constructionrksh but this has evolved, with
examples of work in the social sector, environmestrvices, and multi-sectoral,
community driven programmes.

Finally and most significantly, the introduction @hational employment guarantee
programme in India, the National Rural Employmentatantee Scheme (NREGS) has
given new meaning to the role of the state in angaa right to work: by making 100
days of work per household a legal entittementuralr areas. This also raises new
options for alignment and complementarities betwpablic employment and wider
social protection policy.

These developments significantly expand the ramgesaope of policy choices and
opportunities available in relation to public empteent, whether as part of a crisis
response, as part of long-term employment policgsoa complementary element within
wider social protection policy.

Box 2: Programmes on a continuum — definition of terms

The literature in this area uses many different terms to describe public employment programmes. This Paper uses three terms to
refer to the programmes discussed.

Public works programmes (PWP) refer to the more common and traditional programmes; although these may be a temporary
response to specific shocks and crises, public works programmes can also have a longer-term horizon. Cash and Food For Work
(CFW/FFW) programmes are included in this term.

Employment guarantee schemes (EGS) which refer to long-term rights-based programmes in which some level of entitlement to
work is provided. These are explained in much more detail in the Paper.

Public employment programmes (PEP) includes both of the above as well as a wide spectrum of options between them. It is
used to refer to any direct employment creation by government through an employment programme — rather than through the
expansion of the civil service.

This Paper builds on both the research and pra&igeerience of the authors, the
ILO as well as other members of the EconomistsFiat Employment netwofkwho
have worked in this area over many years. WhieRhper discusses many aspects of
employment guarantee schemes, its main objectite demonstrate that many of the
elements of these programmes can be incorporatedang-term public employment
programmes that may not go as far as creating aagtge of work, and even into
emergency or short-term public works programmesindprove their impact and

8 The Economist for Full Employment isyeoup of economists working towards building a glob
informal network of academics, policy advisers, titnfons, advocates and members of
government, committed to the realization of tiggnt to a job



performance. There is a range of possible prograaes&ns, much like a spectrum of
programmes, with short-term emergency programmeghenone end and universal
employment guarantees at the other end of thersipect

While there are many similarities, there are aleal rdifferences between the
interventions at the two ends of the spectrum.h&®s the most essential difference for
policy-makers is the shift from a short-term pecsjpe in the case of emergency public
works programmes towards a medium- to long-termspemtive in relation to
employment guarantee schemes. This shift has ymdfémplications for programme
planning and design, for programme impacts andonuws, and how these are assessed.
While the case for short-term emergency public empent programme is well
established, this Paper makes the case for a kiegarperspective also.

The next section of this Paper will introduce empient guarantee schemes, their
basic concepts and underlying economic theory, saintiee critical differences between
EGSs and PWPs, and their policy implications. Tiedtsection discusses the different
approaches to these programmes typically foundragctige, recognizing that there is
wide diversity in circumstances and contexts a@ad some elements of EGPs may not be
realistic in some political or economic situatiofi$ie fourth section discusses how
policy objectives translate into specific desigattees of these programmes as well as
some of the most important trade-offs between progne objectives that need to be
considered. The fifth section discusses some obfierational issues to be considered
when policy decisions are made so that the policyalso informed by operational
feasibility. The sixth section discusses the vagiaork activities that may be included in
these programmes and the Paper ends with conctugirmhrecommendations.

2. Employment guarantee schemes: what they
are and what is different

2.1 An introduction

Employment guarantee schemes are still rare iwthnéd®. The oldest and longest
running scheme is the Maharashtra Employment GtegaBcheme in India, which for
many years was the only one of its kind. It is r@awt of the National Rural Employment
Guarantee Scheme (NREGS). Other countries aredmirgj these programmes, notably
Bangladesh, Nepal, Pakistan, and more recently ttaisgd Mexico and the Philippines.
They are receiving increasing attention and red¢amiand key features of employment
guarantee programmes are increasingly part of gapdor what an ideal safety net
would look like (Ravaillon, 2008).

Employment guarantee schemes are based on theptmidbe state acting as an
Employer of Last Resort (ELR), which can take diéf# forms and straddle a spectrum
of options. Such programmes create a role for thie $y providing employment to all
those willing and able to work, should the laboarket not offer such employment. The
fundamental objective of the ELR is achieving araintaining full employment, a long-

° It is recognized, however, that there are a nunabg@rogrammes in the world that in practice
guarantee employment such as the PSNP in Ethiopga &hough they do not provide legal
guarantees, as in India.



standing objective of the ILO and its member Statesugh its Employment Policy
Convention, 1964 (No. 122) and one also includedhm Millennium Development
Goals (MDGs) since 2065

In such a context, because the state acts as doyanpflastresort, it offers work
at a wage rate set by the government and all thosevilling to work for that wage
would in essence be considered voluntarily unengazloyrhe wage paid by the state
through its programme will in effect be the minimwage rate as nobody would take up
employment at a lower wage rate if the state alvedfgss an alternative. The corollary
of that is that nobody who has an alternative waaksd up the EGS job and demand for
work provided by the EGS would in effect be cowaglical. In times of high labour
demand, i.e. times of economic and employment drptlie EGS would shrink. In times
of low labour demand, such as in recessions, thesgrammes would expand. In this
respect it would function in a very similar manmerother social security interventions
such as unemployment insuratice

However, an employment guarantee scheme is nossa&dly universal; it can also
be designed in a more limited and targeted way. difitecal distinction between an
employment guarantee and other forms of public eympént is that a guarantee creates
access to employment as a right. However, theréwarydevels of rights that should be
mentioned here. One based on a legal right foundexh enacted law, and the other one
which guarantees employment within a programmeckvhiay not necessarily be based
on a law, but has a system for appeal or a meanawisddress grievances if the right to
work is not honoured.

India was the first country in the world to implemesuch an employment
guarantee; in 2005, the Government of India proateld the National Rural
Employment Guarantee Act (NREGA). This law guarasteural households 100 days
of work per annum, provided by the state, and dedid through the National Rural
Employment Guarantee Programme. Significant andurgtoreaking as this is, the
guarantee is nevertheless targeted and defineglyimkys.

Under an EGS, the state guarantees a certain déwedrk at a specified minimum
wage rate, to all those defined as rights holdEnés means rights holders are able to
hold the state accountable for the delivery of swadrk, and would have forms of
recourse where the state fails to do so. In Insli@h recourse is defined in the Act, as
access to an unemployment benefit equivalent tovdiges ‘lost’ by the failure of the
state to provide work.

2.2 Differences across the spectrum

Rather than describing at length what EGSs are,shétion highlights differences
across the spectrum: from the more conventionalipworks programmes with which

1% Since 2005, the Millennium Development Goal hasrbexpended to include objective 1b:
Achieve full and productive employment and decentkafor all, including women and young
people.

" For more detailed theoretical discussion of EG&s the related concept of ELR readers are
referred to amongst others, Minsky, Mitchell, Wrapd Papadimitriou of whom an extensive set
of papers is available on the EFE web site avalabl at:
http:/Mww.economistsforfullemployment.org




most policy-makers are familiar, to EGSs in whiome level of right to work is created
for those defined as rights holders, as well aglaR context in which the employment
guarantee is universal and leads to full employmdinis not only illustrates the
differences, but also highlights the areas whergipiemployment programmes with
components of EGS can result in better performémtae more conventional PWP.

2.2.1 Emphasis on employment

One of the strengths of public employment programiigethat they are able to
contribute to many objectives — provision of incomee participants, the creation of
public goods and services, or mitigation of a sri€dften, however, these secondary
objectives can end up taking primacy over the gbamployment creation in the way
programmes are designed.

In employment guarantee programmes, primacy isngteeemployment creation,
even though the importance of these other outcaamaains. This emphasis is based on
recognition of the value and importance of employtmie and of itself and on the
importance of achieving full employment. Many poopnts of EGSs also see them as a
key component of any strategy for achieving andhtaaing full employment.

While there is a strong economic argument for fuihployment, probably the
strongest one transcends economics. Societies amedbaround the notion that it is
through work that we meet our basic needs for fémaising, clothing, etc. Those we
obtain without working in a legal and socially aptadble manner can be considered rare
exceptions as most do not manage this and suffed.there are far too few alternatives
to obtaining these basic needs legally if workasawvailable.

Furthermore in many societies employment signifies primary transition to
adulthood, and especially young men are under puggsure to enter the labour market
as part of leaving the house and starting a familjeir failure to do so often leads to
stigmatization and, in many cases, to pressurarmo & income through illegal means.
Providing employment is really the only means afradsing this complex set of issues
but in many contexts, the private sector is nohdao sufficiently and is also subject to
fluctuating shocks and crises. Nor is self-employta@n option for all. This is where the
state can enter as an ELR as it often offers theremaining alternative.

From the perspective of the individual trying tdl $8s or her labour, every day
unsold is lost forever. People cannot save thbmdato use (or sell) the next day — every
day of labour lost is lost forever — to the indivad, to the economy and to society.
Labour is much like a perishable good, or like sest an airline that cannot be sold once
the airplane takes off. The long-term human coftsnemployment stemming from a
crisis are visible in the persistent loss in eagsjrreduced life expectancy, and lower
academic achievement and earnings for their cmldrall which have been confirmed
effects of past recessions, as confirmed at thentelt O/International Monetary Fund
(IMF) Conference in Oslo (ILO-IMF, 2010). One oktlpremises of an ELR is that this
permanent loss of unused labour needs to be miedriar the benefit of the individual
and society at large.

12 See Wray (2007) for an extensive discussion @ thi



Box 3: The effects of unemployment and importance of Decent Work

There is plenty of evidence that unemployment has many far-reaching effects other than loss of income, including
psychological harm, loss of work motivation, skill and self-confidence, increase in ailments and morbidity (even
mortality rates), disruption of family relations and social life, hardening of social exclusion and accentuation of racial
tensions and gender asymmetries.

Source: Sen (1999).

The crisis has again put before our eyes something that we all know: good jobs, quality jobs, decent work are,
everywhere, central to the lives of women and men. Decent work is a source of personal dignity. Stability of family
and households. Peace in the community. Trust in government and business and overall credibility of the institutions
that govern our societies. Labour is much more than just a cost of production. This simple aspiration to have a fair
chance at a decent job is at the top of the political agenda, on top of opinion surveys; yet, policies are not delivering.

Source: Somavia (2010).

There is increased recognition of these devastaowal and human effects of
unemployment and severe underemployment; thesethkee new forms in a context of
globalization, raising new questions about the oflthe state in this regard:

This highlights the important role of the Statemianaging the process of integration
into the global economy, and in ensuring that ieteéboth economic and social objectives.
This role includes the provision of classical palgoods which have positive externalities
such as health, education, and law and order;upersision of markets and the correction
of market deficiencies and failures; the correctioh negative externalities such as
environmental degradation; the provision of socmbtection and safeguarding the
vulnerable; and investment in areas of public edgerwhere private investment is not
forthcoming. (ILO, 2004.)

Advocates of ELR interventions argue that this fialdudes a role for the state in
the provision of employment for those who need wadt it. And many would support
the statement that: “Employment policy is the begtial policy” (Kostzer, 2008)
because the provision of employment is probablyriost effective way of achieving
many social development objectives and contributingocial protection. This emphasis
on employment and the social value of work diffexem other approaches to public
works programme, which sometimes see social piotedhvestment or other objectives
as paramount.

The emphasis and impact of PEPs is not only ongtmemntity of employment,
however, but also often on improving the quality eshployment. In particular in
circumstances where working conditions are pootheeehce to labour legislation
minimal and the incomes derived are very low, PEfg the potential to improve this
situation.

2.2.2 Interaction with the labour market (wage rates
and working conditions)

Another important difference across the spectrusmfshort-term PWP to EGS is
engaging with the labour market. Traditional PWéveéh tended to take a passive



approach to the labour market and are often cdyedeksigned not to disturb or ‘distort’
the labour market, even if it may be dysfunctidimalmuch of the poor population. By
providing longer term public employment or an ergplent guarantee, PEP/EGSs are
intervening in the labour market to address a fofrmarket failure. In this sense, they
add a new instrument as part of active labour magrkcies. In the process, significant
scope exists to achieve systemic impacts on theutalmarket, in ways that make it
function better for the poor.

The approach taken to setting wage rates illustrdtis. In many PWP, wages are
set at levels below the prevailing wage rates diehdelow official minimum wage
rates. The most common argument for this is thasdilying the wage rate low, the
programmes become self-targeting — because onlgabeest people will work for these
rates, whereas higher wages could result in displeat of existing economic activity —
where someone who is actually employed but at @lavage leaves their job to join the
PEP. Where the scale of the employment offeredrideld — as is usually the case in
PWPs — the argument is that, as a result, the gaotikely to be squeezed out of the
programme. Where wages are very low, the term ‘eympént’ is often avoided and
terms like ‘income support’, ‘transfers’, ‘subsiste’ and ‘economic assistance’ are
frequently used to describe the payments made ticipants (Subbarao, 2003; Del
Ninno et al., 2009).

The choices made in setting wage rates in largee-de&Ps are likely to have
profound impacts on the labour market as a whohlether universal or not. In India’s
EGS, for example, the NREGS has opted not to bassiye ‘taker’ of the prevailing
informal wage rate, but has opted to pay the minimuage rate set for the agriculture
sector. By guaranteeing a minimum level of workttese rates, workers have been
provided with at least a partial alternative tovaing wage rates in the sector, which
are often far below minimum wages and are oftenlo#tgtive. Providing such an
alternative is likely to provide a far more effeetimechanism for setting a wage-rate
floor than attempting to do so through enforcentémegulation.

A universal rights-based EGS can be used as amtigfemeasure to set the
minimum wage, by making its own wage rate dleefactominimum. If the programme
offers work at this wage rate to all who need éople would always have an alternative
to working for a lower wage rate — whether formadly informally. And even if the
guarantee is not universal, or there is no expleifal guarantee, this effect would
happen if the PEP reaches a large proportion olutlfenployed population, as it also
creates bargaining power for the unemployed who waw negotiate at least an
equivalent rate or threaten to go to work for ti@SEinstead. There is evidence of this
effect even without the provision of an actual emgpient guarantééand it can be
expected that a guarantee at any level would omiglify the effect. Therefore, EGSs
can have important impacts on the overall wage aatt may be designed to maximize
this impact.

This makes the setting of the wage rate for an Egally important as it has
more far-reaching consequences than the wageetatmder more limited PWPs. A first
approach is that the government decides to payeattisting minimum wage, such as in
India where the agriculture minimum wage was u3éds rate varies significantly across
states and in some cases is set relatively lowen ¢hvough many landowners still pay
below this rate.

13 See Devereux (2006) who presents evidence ofitBangladesh and several states in India.



At one level, it may seem obvious that the govemmeould not want to
undermine its own legislation by paying below themimum wage. There are cases,
however, where paying the minimum wage could hawetended consequences.

In some countries, the minimum wage is set throagbargaining process that
reflects conditions in the urban formal economyisTprocess often excludes a large part
of the economically active population in rural &eand/or in the urban informal
economy, where wages are in fact significantly low@&aying the minimum wage in
such circumstances could lead to the replacemetgbafur with machinery and large-
scale job losses in the private sector, particplarlagriculture. This trend away from
labour intensity in agriculture is well establishiedadvanced economies where labour
costs are higher and it is not an implausible autdn developing countries. This
would not be in line with the fundamentals of anREas the government would in effect
be acting as an employer of choice, rather tharobtest resort.

In such circumstances, the setting of the wage batmmes more complex and
another approach is required. In such a case dewof factors other than minimum
and prevailing wages and impacts on the labour etarkuld be considered, including
poverty lines and other indicators used to meapokerty and indigence, the value of
social transfers if these exist and the level efieservation wagé The question shifts
from seeing the wage rate primarily as a self-téimgemechanism, intended to find the
wage rate at which only the poorest of the poorld/de willing to work, to one of
deciding what is a reasonable minimum wage ratergihe economic context and the
income required to cover basic neéd3he intention is not to justify a ‘desperation
wage’, but to set wage rates at levels that cantilto the goals of social protection and
poverty reduction.

The impact of EGSs on the labour market is not icedf to wage rates only, but
extends to other aspects such as minimum workingitions, the availability of labour,
the labour participation rate and ultimately to teduction of un- and underemployment.
In many ways the effect of EGS on working condiiagi similar to that of the wage rate
as the EGS sets not only a wage floor, but aldoa for working conditions. It may
enable people to avoid dangerous work that doesff@t required safety measures, or
exploitative practices such as extremely long wagknours. It is important, of course,
that the EGS offers a minimum set of standards does not engage in dangerous or
exploitative practices.

% See Miller, et al. (2010) (forthcoming) for a dission on the factors being considered in South
Africa for establishing a minimum wage rate for RWP.

!5 These are all factors that should also be takEndncount when setting the overall minimum
wage as stipulated in the ILO’s Convention No. 131.



Box 4: PEPs and decent work

In many instances, PEPs act as large employers in the areas in which they are operational and through this impact
on the local labour market. Because of this, they can both support or undermine decent work. Publlc employment
programmes can impact on all four of the Decent Work Objectives as defined by ILO:

e  Employment and income opportunities
*  Rights and standards at work

*  Social protection

*  Social dialogue.

The manner in which the programme is designed and implemented will determine the nature of these impacts.

The fundamental objectives of PEPs are to increase access to employment and income opportunities and they are
part of a response to a lack of such opportunities. In addition to the direct access to work through the PEP, the
investments and services that form part of PEPs can often contribute to increasing productivity of other income
generating activities. However, PEPs can also potentially compete for local labour with other economic activities
and through this result in changes that may in the long run reduce available employment by, for instance,
contributing to the mechanization of agricultural- and construction-related activities.

The ways in which PEPs can improve adherence or undermine the minimum wage have already been discussed in
the paper and are a critical issue for how the PEP impacts on decent work. But beyond wages, PEPs can, at
relatively low cost, also contribute to the formalization of work by introducing measures such as written contracts,
job cards, payment through bank accounts, grievance and appeal mechanisms and formally recognized rights at
work. Such measures are often completely absent in the contexts in which PEPs are implemented and, for many
participants, PEPs are the first time they are exposed to such measures governing labour relations.

Public employment programmes can also make important contributions to social protection, and sometimes they are
designed with social protection being their main objective. Important features of PEPs that contribute to its social
protection outcomes are ensuring, reliable, regular and predictable income for participants, ensuring the security of
income by incorporating measures such as entitlements, unemployment allowances or by giving priority to transfers,
so that households can still be provided with an income even if employment cannot be provided during certain
periods.

The potential for PEPs in social dialogue is also increasingly being recognized, as PEP participants are generally
not recognized and are voiceless in the social dialogue process. However given the strong community involvement
and structures that many PEPs incorporate, the voices and views of these participants are sometimes able to
emerge through these structures and so enter into the social dialogue process. This process is increasingly being
supported by new processes like appeal and grievance mechanisms as well as technological advancements, such
as central registries of participants, and may result in the emergence of new types of representative organizations.
Public employment programmes can also make important contributions to the content of social dialogue and, in
particular, around the question what decent work entails in contexts that are often largely rural, informal and
characterized by low productivity and income.
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There is also evidence that all forms of public Eyment programmes may
increase the labour participation rate by providémgployment to those who would not
otherwise be economically active. This was the caseArgentina (Galasso and
Ravaillon, 2003; Antonopoulos, 2007) and there\islence that PEPs attract women
who previously would not engage in wage labourctéi® influencing this include the
ability to work close to home and, possibly, on arenflexible basis, making it feasible
to work.

2.2.3 A long-term perspective

A third element in which programmes across the tspecdiffer is in the shift from
PWPs as short-term crisis responses, to the longerspective required for the design
and implementation of an EGS or a scalable PWPs iBhbecause these PEPs are not a
crisis response, but are part of longer term enmpét policy and potentially also of
social protection policy, providing employment aswme income security to those who
the private sector cannot absorb, whether in tiofegrowth or recession. Essentially,
once the core argument for such programmes is lms#ueir role in employment policy
rather than simply as a response to shocks, thasfatifts towards a long-term
perspective. Such programmes then become an ongogtument of employment
creation, that will shrink and expand as econoroitditions change, but that will require
a basic level of capacity and an institutional feavork to remain in place.

While such programmes require a long-term perspctine capacity of all PEPs to
respond quickly to shocks is in fact greatly enteghwhere they are institutionalized as
ongoing programmes. If the institutional and huroapacity to deliver an effective PEP
needs to be put in place with every shock, theltesuwe generally ‘too little too late’
(Devereux, 2004). Climate change, increasing enwirental stresses, in particular
related to water, population growth leading to peageeking a living in increasingly
marginal and risk-prone areas as well macro-economstability are all factors
contributing to the increasing numbers of crised almocks. Figure 1 shows the global
trend for natural catastrophes. Given this trengintaining a basic level of capacity for
the rapid expansion of these programmes is not mmigient, but also probably very cost
effective. Even as an instrument to quickly respomdshocks and catastrophes, the
evidence suggests that having a long-term persjgeatid functioning institutional and
operational arrangements are hugely beneficial.
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Figure 1: Trends in the number of natural catastrophes globally!
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" Insurance companies hold a good perspective on this, given the direct stake they have in this area, and all their predictions
and risk reports show similar trends and raise similar concerns.

Source: Allianz (2007).

Box 5: Public employment programmes require experimentation and active learning from what works and what does not
in a specific context.

The Jefes programme in Argentina is often cited for the speed at which it was able to respond to the crisis in Argentina in 2001.
However, it was in fact preceded by the Trabajar programme, which was already a sizeable programme and provided employment
to over 400,000 people (Subbarao, 2003).

The National Rural Employment Guarantee Scheme in India was preceded by the Maharashtra Employment Guarantee Scheme
(MEGS) as well as the national Jawahar Rojgar Yojnna (JRY) programme. Many of the innovative provisions in the NREGA are
based on the long history of these programmes in India.

The Expanded Public Works Programme (EPWP) in South Africa was preceded by the Community Based Public Works
Programme (CBPWP). While the EPWP is much bigger than its predecessor, its design was profoundly influenced by the
experiences of the CBPWP.

A longterm perspective is also required for effectiveigylalignment an
integraion. Aligning PEPs to overall employment, investrih and income/soci
protection policies is only really feasible if anfi-term perspective is taken. T
importance of this alignment cannot be underes@that From a policy perspect,
ensuring thagrowth is employmerintensive is critical for ensuring that people du
become permanently employed in the PEP and thapribgramme actually shrinks
times of growth. From an operational perspe, nonalignment can often be huge
problematic lading to duplication of functions and political $éans, whether betwes
ministries, or between national and subnational gowents. This alone can be enol
to undermine the success of PEPs, as there are twite many vested institution
interests inseeing it fail. From an impact perspec, alignment is also critical, as ot
economic policies may be contradictory or countedpctive and this should |
minimized.

2.2.4 Universality, rights and entitlements

The ‘right to work’ — having free choice of employment, under favour:
conditions of work and with protection from unempteent—is a human rigl, which is
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recognized in the UN Universal Declaration of HunfRights (1948). Everyone has the
right to work without any discrimination, to be renerated justly and favourably to
ensure human dignity and social protection. Thiearsality of the concept of decent
work introduced by the ILO is — providing opportiies and income; rights, voice and
recognition; family stability; and fairness and denequality for women and men — to
obtain decent and productive work, in condition$reédom, equity, security and human
dignity.

Since 1919, the ILO has been contributing to atsigramework in the world of
work. The driving forces for the organization'sation arose from the desire to secure
peace at a time when social justice was not pratdie October 1919, the ILO adopted
the first six International Labour Conventions. lIfwing the massive unemployment
that resulted from the Great Depression years,liike adopted the Declaration of
Philadelphia (1944), which acknowledged the keyl gb&ull employment, including the
prevention of unemployment and the provision ohdaquate living wage.

In 1964, the ILO adopted Employment Policy Convamtil964 (No. 122). By
October 2010, 103 member States had ratified thisv@€ntion confirming their
intentions to pursue full employment (ILO, 1964)In 2005, decent work was
incorporated into the MDGs with the addition of MO®, which now includes a target:

To make the goals of full and productive employmantl decent work for all,
including for women and young people, a centrakotiye of our relevant national and
international policies and our national developnwrdtegies.

The importance of decent work is thus increasimgbognized as a critical element
of global and national development agendas.

The universal aspiration to reach full employmeasvagain confirmed in the ILO
Declaration on Social Justice for a Fair Global@a(2008) as a way to combat poverty
and rising inequalities in the context of the gnogvichallenges of globalization.
Although historically many instruments have beewetleped, adopted and ratified, the
challenge to provide employment for all those wie willing and able to work still
exists. States offering an employment guaranteerse based on a right may just be
one step closer to achieving this.

At present there are 188 international conventibias have been adopted by the

ILO, some more relevant to public employment progrees, others less so. Some worth
mentioning are included in Annex A.
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Conceptually, the ELR approach has as a startiequige that programmes should be
universal, meaning that there should be no resmstto participation and any person
should be able to enter the programme if they sireleEven where the nature of the
employment guarantee is not universal, the creafanguarantee means that the state is
obliged to find the resources necessary to mest dhiigation — as is the case, for
example, in social protection schemes that confeerdgitlement. This is a fundamental
difference with most other PEPs where the stanpirggnise is generally a certain budget
allocation/fiscal spending limit. The shift is orfeom doing what is considered
affordable (however that is defined), to one that tries uthyfmeet acritical need in
society It is fully recognized that this is a very pmlél statement, as both ‘affordable’
and ‘critical need in society’ will ultimately beetined by the local political process and
cannot be imposed. This Paper merely provides sppetive on these two issues for
policy-makers to consider, so that the final decisin these issues is well informed.

A key feature of an employment guarantee approadhait it incorporates a rights-
based approach, and is therefore designed more themperspective of individual
entitlements than purely from a macro perspeciive objective shifts from a focus on
reaching a certain number of people or a percerghgfee unemployed, to reaching all
those right-holders who may require the employnpeatided by the programme. While
in practice there are limitations in achieving tldaad some level of rationing of
employment is usually required, the rights-basqut@gch is important in guaranteeing a
minimum level of employment and income to programpagticipants. It is in its
objective to be universal and rights-based, andigeoguaranteed income, that EGS are
similar, and align very well with objectives to ewrtd social security coverage as
advocated by the ILO (2009).

In practice, no EGS has yet been able to be troiyewsal. This is a reflection of
the political and fiscal context in which these gmammes compete with other policy
priorities for resources — and can be perceivegasntially impacting negatively on
such interests. It is also a reflection of the abemble operational and logistical
challenges such programmes present to governmeiich in most countries are
already overstretched. All programmes known sdéae created some level of rationing
as illustrated below. Many of these rationing apptes are similar to targeting
approaches used in PWP.

Table 1: Types of work rationing

Type or rationing Description Example

Geographic Only limited to a specific area or type or ~ NREGS in India only in rural
area, such a rural areas, or specific areas, PSNP is only implemented
states municipalities, or spatial poverty in districts with low levels of food
traps security, Community Works

Programme in South Africa is
applicable only to residents of
municipalities where it is

implemented

Age group Youth KKV'in Kenya is only for 18-35-
year-olds

Gender Women Zibambele? in South Africa almost

exclusively targets women-
headed households in rural areas

Household Work is allocated on the basis of Both Jefes® and NREGS provide
households (not adults) work based on households rather
than individual adults
Type of household Only households with children and Jefes, Zimbambele, PSNP all
unemployed members, female-headed define specific household
households, only food-insecure characteristics for eligibility
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households

Part time work Work is not full-time but limited to a few ~ Jefes: 20 hours a week,
hours a week Zibambele 12 hours a week,
CWP: 2 days a week (100 per
annum)
Total amount of work taken up Work is restricted to a limited number of ~ Only 100 days a year in NREGS,
days 5 days per household member

per month in PSNP

' The Kazi Kwa Vijana Youth Employment programme in Kenya that provides employment exclusively for youth between 18
and 35-years-old.

2 The Zibambele programme is a rural road maintenance programme in Kwa Zulu-Natal Province in South Africa that
employs around 40,000 poor, almost exclusively women-headed households on a part-time basis.

3 The Jefes y Jefas de Hogar Desocupados Programme in Argentina was initiated after the financial collapse in Argentina in
2002.

2.2.5 Affordability, fiscal and monetary policy

The focus of discussion on affordability tends &dn the costs of PEP; but these
need to be weighed in relation to the costs of ysleyment to a society and to its
economy.

These include direct budgetary costs such as faalssecurity and other social
safety nets, the economic costs of lost produgtienhd the social costs arising from the
loss of self-respect, social alienation and exolushat characterize unemployment, and
the impacts of these on families and communities.

The costs of PEP also need to be weighed in ralatidhe considerable benefits
such programmes bring: the impacts of increasedaddmin local economies, the
contribution of the assets and services delivatezlscope of all of these to contribute to
pro-poor growth, and the range of other social ecwhomic multipliers associated with
their implementation.

From an economic perspective, however, the ideahef state acting as the
‘employer of last resort’ raises key debates imeaoaic theory and in relation to macro-
economic policy: in relation to how the causes némployment are understood, the
relationship between interest rates, inflation amgmployment, and in terms of the
potential macro-economic impacts of full employméniportant as these are, it should
also be noted that the extent to which these argtsrapply depends also on the extent
to which an employment guarantee is universal. Tisot only a question of who the
rights holders are, but also the probability ofstaavho are officially rights holders ever
taking up the guarantee, whether the number of daysmployment offered add up to
‘full employment’, and what level of residual undioyament is considered ‘necessary’
by those most worried about the consequences befuployment. In other words, in
many of the countries where an employment guarasteeost needed, unemployment
levels are so high — and employment levels soefiamorved from ‘full employment’ — that
the economic debates about the implications ofdmiployment can be a red herring in
policy terms: easily ‘controlled’ for in the waydlguarantee is designed, if that is the
necessary compromise. These debates are nevestbgfdered below.

A key part of macro-economic policy is the quest fwice stability and low
inflation, with interest rates used as the most mom instrument for controlling
inflation. Yet it is widely accepted that increaginterest rates to control inflation results
in higher unemployment, in the short-term at lelmplicit in this approach to macro-
economic policy is, therefore, an assumption tin@nployment is an acceptable price to
pay for low inflation. While high inflation certdin does not benefit the poor, this is
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nevertheless a highly political policy choice wijihofound social consequences: yet it
tends to be presented simply as a technocraticsageThis has generated a search for
macro-economic alternatives able to avoid thiseraff, and to prioritize employment
without discarding the benefits of price stability.

A ‘functional finance’ approach is one such alt¢iveg developed in the context of
debate on the role of the state as employer oféssirt. This approach argues that where
states control their own currency, there is nodismonstraint on their capacity to fund
such a programme, and that where such funds afl@@pp ways that unlock labour
productivity and create public goods and servitles,risks of this stimulating inflation
can be avoidefl

While macro-economic policy remains a highly cotegdsarea, the recent financial
crisis has certainly demonstrated the potential diates to use deficit financing to
address a crisis where necessary within certaiitslirthe critical issue is whether the
need to address unemployment is able to mobilizeequivalent level of fiscal
commitment.

In this context, there is an important distinctimnnote with regards to the fiscal
implications of an employment guarantee programsnepposed to a more conventional
form of PEP. Public employment programmes are igdigdinanced based on a specific
budget allocation decided upon by a governmentasqgh its normal budget process and
the scale of the programme, and the way it is tathes determined by budget
allocations. The implication is that the progransnecale is not determined by the
demand for work, but by the supply of funds.

An employment guarantee scheme, on the other maqdires that the scale of the
programme and the amount of employment it offerb&sed on the actual demand for
work. Hence, the budget for the programme will néedbe adjusted to meet this
demand; increased if demand is high and decreaseth iemand is low. This has
implications for the fiscal position of governmeas it is not able to fully control its
expenditure on an EGS. It can be expected thatjdiadrequired will be higher in
recessions because of higher demand for these gmoggs, and lower times of
employment growth in line with the counter-cyclicature of the programme.

This important distinction can be used as a basategorize programmes. There
can be supply driven programmes whose scale inetbfby a specific budget made
available for the programme and may not be abigréev even if there is demand from
people to work in the programme that cannot be ®wetthe other hand there are demand
driven programmes whose scale is determined bge¢hgand for the work it offers, and
if more people demand work, the programme expamdeet this demand.

3. Programme objectives and policy alignment

3.1 Programme outputs and development objective

While there are many variations, PEPs typicallyvdelthe following core outputs:

'8 For more on this topic, readers are referred tiwhdil, Wray and Kaboub. Available at:
http://www.economistsforfullemployment.orf4 October 2011].
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=  Employment (for articipants)
* Income/ transfer (for participan
* Public and/or social goods and services, inclueimg infrastructur.

These main outputs of PEPs support core developoigettives, including pover
reduction, the reduction of unemployment, incre access to basic services, social
economic inclusion, and achievement of the MDCublic employment programrs can
also be delivered in ways that target disadvantggedps such as women or youth. T
ability to impact on multiple objectives is ay strength of these programmes, and mi
them highly desirable from a policy perspect

Figure 2: PEPs can contribute to many policy objectives simultaneously
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3.2 Policy alignment and integration

The scope for PEPs to impact on wider popriorities in relation to employmer
income transfers/security and the creation of puddisets are all affected by whether
programme is lor term or shortterm. When programmes are lor term, the
importance of alignment and integration increaslt is, therefor, important to
distinguish between these two. In this cor, alignment focuses on the policy level ¢
ensures that there are no critical differences éetwprogrammes that have sim
objectives. An example of this is where differedepartments of programmes 1
different definitions of vulnerability for targetinpurposes leading to the exclusion
individuals.

Integration in this context refers to cases whbheze is also the need for differe
programmes to work together on implementation and operational level. An exan
of this may be the integration of technical tragion scarce skills by one departm
into a public works project run by another departh
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At the policy level the following questions typilyaarise in the course of planning
and designing PEP/EGS:

= Where does PEP fit in relation to policies andtsgies for employment growth, for
improving the quality of employment and for reducimder and unemployment?

= How do they align with other programmes that seelntrease the income of the
poor?

= How do they fit into an overall redistributive poli?

» How do they link to issues like minimum wages, ptwénes and social security?

» How do they fit into overall strategies for infrastture delivery, financing and
prioritization policies?

» How do they complement other public and commurgtyises?

= How can services provided best be sustained amrdsas®ated best be maintained?

= How are these programmes funded in the long rum@ub infrastructure or services
budgets, though social security budgets and antqbp allocations, or through
international aid?

Ideally, all these questions would be answeredtitugiring PEPs to align with the
overall policy frameworks and programmes on indrepsemployment, improving
income, and providing infrastructure and servicB&ing this is not only important for
the design of a PEP but is also critical for buigdisupport for a programme that is
recognized as being aligned to other policy piiesiin that it either actively contributes
to achieving these objectives or at least doesumoermine other policy priorities.
Common concerns that PEPs crowd out other investnmerimpact on the labour supply
of other sectors of the economy are best addrdsgattaling with these questions of
integration head on.

In practice, this is difficult for a number of reas:

= Policy integration is always difficult and PEPs ameexception.

= Programmes with multiple objectives are almost gssubject to trade-offs between
the objectives, and balancing these trade-offs ificult both technically and
politically.

= There are institutional and operational challerayes, in some cases, limitations that
are often under-estimated and hinder implementatfantegrated policies, resulting
in these policies being abandoned or revised.

Effective integration can happen and will generallyrk best when the challenges
and limitations are recognized up front. This Pagiempts to address these issues.
Before continuing on issues of the integration d&PB with wider policies and
objectives, some discussion of the key outputsdigtarlier is warranted.

Of course, none of these focus areas are wrongit lisitimportant that they are
clearly articulated and that the trade-offs betwé®sn outputs are taken into account
when programmes are designed and implemented. gpreaches to the formulation of
these objectives will be discussed first. The traffe will be discussed later.

3.3 Managing multiple objectives

Different approaches to designing and analysingsP&ERtch the relative policy
priority given to their three core outputs: empl@m) incomes, and the creation of
assets and/or delivery of services. These appesadiften have a theoretical
underpinning that either implicitly or explicitlyripritizes one of the three outputs over
others. The most common approaches are informélebipllowing perspectives:
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= An ELR perspective considers the employment ougsuparamount (Wray, 2007;
Mitchell, 2002; Minsky, 1986).

= From a social protection perspective, securitynobime and transfers take precedence
(McCord, 2009; Subbarao, 2007; Devereux and SolQr2006).

= A labour-based investment approach typically emizkasthe quality and nature of
infrastructure or services provided (McCutcheor§£0slam and Majeres, 2001).

These three approaches are also summarized in Palelow along with an
‘outcome driver’ for each of them. The outcomerdriin this context can be seen as the
overarching rationale for why a government may &dap particular approach.
Understanding these approaches and how they imugirogramme design and
objectives’ is very important. Problems may arise in the eatitm of programmes when
there is no clear alignment between programme agproobjectives and design. If the
design approach is informed by a focus on socmtiegtion, for instance, the programme
objectives with regard to infrastructure provisiand maintenance are typically more
modest.

The potential tensions between programme objectaresillustrated by Ghose,
Majit and Ernst (2008):

.... Developing countries have often attempted taicedpoverty by implementing
special public works programmes or employment guas schemes. In principle, these
programmes can constitute investment programmestHer non-formal segment. In
practice, they often function as mechanisms fondier payments to the poor. Transfer
payments are important since the desperately peed immediate relief, but they should
complement and not substitute for investment inrtbha-formal segment. Use of public
works programmes or employment guarantee schemesnexhanisms for transfer
payments obscures the perspective. A clear diglimateeds to be maintained between
programmes for transfer payments and programmesvestment.

Particular problems are also faced in relationébnihg programme objectives in
programmes. Rebuilding infrastructure and proygdemployment to secure incomes
may be a primary objective in some crises, pauitylin the case of natural disasters.
But in the case of an economic crisis that hastdedn increase in unemployment, the
employment objective may be paramount. In the eg€a steep rise in food prices, as
was the case in 2008, programmes may want to foougroviding a transfer that
supplements other income.

Clear articulation of programme objectives and nii&s is important for the terms
on which they are evaluated. Those looking at @ognes from a social protection lens
often criticize the relatively limited social prete®n impacts of programmes where the
investments are primary. On the other hand, tiposearily interested in investment in
infrastructure and assets often criticize thes@nammes for not producing quality or
cost effective assets.

" The difficulty that may arise around objectives aot articulating these accurately is exemplifigcthe
review and analysis of the EPWP in South Africa.id/ton the one hand, the programme articulatednabrer
of objectives, including employment creation anitlskievelopment, on the other hand, it also hadryg
specific quantitative target of providing at lease million work opportunities over its five ye#eltime.
Despite achieving this target within a four rattiean five year time frame, some analysts stillrédethis
programme as a failure as it did not meet all #wéous stated objectives, while at the same tiraeSituth
African Government lauds it is a success, albeibgaizing a number of shortcomings that the prognaris
aiming to address in its second phase.
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Similar tensions apply in programmes focusing otiaaservices. For example, in
South Africa there is ongoing debate about theusioh of an early childhood
development component as part of the public empémgnprogramme, because of
concerns that the priority given to employment ouotes is at the expense of quality
care.

Such tensions can be addressed by clearly defisgparating and articulating the
objectives of a programme, designing it to meesédhebjectives, and monitoring and
evaluating it against them also. And while this msgefairly obvious, in practice
programme objectives are often defined in a raih@ccurate fashion and programme
design often does not match all the objectiveslitepto problems when programmes are
evaluated.

Table 2: Approaches and objectives

Employment Social protection Delivery of
infrastructure,
services

Macro objective Create job Protect vulnerable Contribute to
opportunities groups against shocks national/local growth

Intermediate
objective

Micro objective

‘Outcome driver’

Mobilize surplus
labour for productive
activities

Provide a minimum
level of income by
providing paid work

Reduce
unemployment

Provide a minimum
transfer or income
security to those
defined as in need

Provide safety net to
allow for a minimum
level of consumption/
prevent distress sale
of assets.

Improve social
protection/safety net

Public investment in
infrastructure or
delivery of services

Improve access to
infrastructure or
services to the
individual of members
of their community

Improve infrastructure
and services

4. Influence of policy objectives on design

This section highlights the design implications tfloeese programmes when priority
is given to one specific policy objective. It exass the implications for the
prioritization of: employment generation; provisiohsocial protection: and the creation
of assets and provision of services. Their impattpoverty reduction/alleviation is
discussed at the end.

4.1 Employment generation

The previous section made the distinction betwessgrammes that provide
employment and those that provide a transfer. RE®/EGS needs to be designed with
the aim of reducing unemployment, it would therefoeed to provide employment, and
not a transfer. Important in this regard is, theref that the programme avoid deviating
from established employment norms. Unlike prograsrthat provide transfers that
create work under special provisions and often atoabide by basic labour legislation,
such as minimum wages, and health and safety esgaints, employment programmes
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should do so, although there may be exceptionalgistances where full compliance
may not be possible. The Section 2.2.2 on WagesRa&s explored this issue with
regards to minimum wages to be paid, but in genevebuld be best if these exceptions
were avoided and that unemployment were reducadtiear and acceptable manner.

If PEPs are to be designed to reduce unemployrmaegbod understanding of the
local labour market is critical. Understanding thature of unemployment and
underemployment, trends in labour force particgpatiwage structures and interlinking
dynamic effects are all important considerationgrnigsuring that the desired effects are
achieved.

A clearly articulated objective around reducing mp&oyment is important, given
that even people who have worked for only an howeek are classified as employed in
most countries. While few programmes are aimingy dot a statistical reduction in
unemployment, providing full-time work to all maysa not be the objective. What
matters is to state this clearly.

The table below aims to assist the diagnosis ofnidteire of unemployment and
underemployment and highlight particular designtuess of PEPs that can assist in
reducing them. It also provides possible compldaamgnprogrammes that, when
implemented together with the PEP, can increasalds@&ed impact significantly. The
manners in which unemployment and underemploymeet used in the table are
explained in more detail in Annex B.
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Table 3: Un- and under-employment characteristics and responses

Unemployed Underemployed
Inadequate employment
Time-related situations
Poor wages/
Cyclical Long-term Structural Frictional 'Specific’ Seasonal Casual conditions Low productivity

Description | Unemployed due Period of Skills mismatch, People are Unemployment Work only People are People are People are working

/key to economic unemployment is unemployed lack | unemployed for concentrated in available in employed for a working full-time | full time but their

feature cycles, lack of long (more than of skills to take a short period, regions, or specific periods limited time only | (or more) but at productivity is too
employment is six months), high up available jobs | people switching among definable | and no work although they (extremely) low low to generate
temporary and surplus labour between jobs groups in the outside those are willing and wages and sufficient income
picks up when and large number (also called labour market periods need to work under poor
economy of discouraged transitory or more conditions
recovers work seekers wait

unemployment)

Context Economic Conditions with Rapid changes in | Periods of Youth Agricultural Only casual Workers paid Often ‘self-
slowdowns and large amounts of technology and unemployment unemployment, areas with clear employment below minimum employed’ in
recessions where surplus labour skills have are typically high rates of peak seasons, available, much wages, informal sector,
employment and insufficient become short and unemployment areas with time spent exploitation subsistence
shrinks capital formation redundant, associated with among women tourist seasons, looking for work where agriculture, fishing,
temporarily until for the market to education and time it takes or ethnic groups, | manufacturing in between productivity etc., but at very low
economy starts create sufficient training systems unemployed to specific regions and retail casual work could warrant productivity
growing again employment that fail to find another job. | with high employment in resulting in a higher wages,

create a Unemployment unemployment some countries low number of work in (in-)
workforce that often voluntary leading to days actually formal sector
can meet outward worked with no
demand for migration adherence to
skilled labour labour laws

PEP design Rapid provision of | Creation of Provision of Offers short- Programmes Provision of Programmes Programmes Programmes that

elements work in sufficient longer term flexible work to term targeted on work during ‘low | that create with minimum offer (part-time)
scale to stimulate | employment, enable workers employment youth, rural/ seasons’, short-term work wages above work at minimum
demand creation of assets | to enter labour allowing people urban areas, provision of to increase prevailing wages and focus on

and provision of market with to bridge gap etc. Provision of assets and overall (unacceptably addressing causes of
social services to current skill between work day care for services to assist | availability of low) wages. low productivity
assist in levels and afford women during with minimizing work, Large scale to (natural resource
addressing training work, flexible seasonal programmes offer real rehabilitation,
deficits, programmes. and part-time variations that provide alternative, irrigation)
increased Include training work to regular and creation of
demand to be as a work complement predictable assets and
matched by activity other activities work, work provision of
budgets during ‘off- services to

hours’ enable other

activities
Comple- Unemployment Cash transfers to Training Placement Wage subsidies Cash transfers Cash transfers Legislated and Cash transfers to
mentary insurance and complement programmes, programmes, for the target to complement to complement enforced complement income,
interven- benefits income from PEP bursaries, improve group, training, income income minimum wages improved access to
tions and to reach training information targeted cash (particularly (particularly and employment | capital and training
those not able to subsidies, availability, transfers, day child support) child support), conditions to increase
access PEP placement unemployment care to enable placement productivity
programmes, insurance women to take programmes to
educational up other minimize costs
reform and available work of looking for
enhancement work
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4.2 Provision of social protection

A key goal of the ILO and the family of UN agencisdo build effective systems of
social protection; a key question is to what exEPs can contribute to this goal. The ILO
identifies the following two elements as part o thocial protection floor':

= Servicesgeographical and financial access to essentiaicgsrysuch as water and
sanitation, health and education).

= Transfers:a basic set of essential social transfers, in aaghin kind, paid to the poor
and vulnerable to provide a minimum level of incoseeurity and access to essential
services, including health care (ILO, 2009).

Public employment programmes can make a contributidoth these elements of the
social protection floor. In terms of access tovees, these programmes can be used to
invest in the infrastructure required to providetsservices, and may also be able to invest
in the services themselves by employing peoplessisawith the provision of health- and
education-related services in particular. Not alfrdstructures delivered by PEPs
necessarily contribute to social protection: thia idesign choice.

In relation to the income transfer dimension of BEPnumber of issues arise. From a
social protection perspective, the following issneed to be assessed:

= |Is the income regular and predictable; can padidiprely on it or is it simply a short-
term injection of funds — a kind of ‘windfall’?
= |s there an entitlement to the income?

Without these two conditions being met, the progremmay contribute to offsetting
shocks, and it may even contribute to reducing ggyéut these income transfers cannot
be defined as part of social protection (Marcad2@t0, personal communication).

There are also important questions about the nmpsbariate instrument for targeting
the most vulnerable, and the need for PEP/EGS nplonent rather than substitute for
other forms of social transfer aimed at the moshenable. The risks of relying only on
PEPs are illustrated below.

Box 6: The need for a complementary social transfer for households with no one able to work: Malawi’s Social
Action Fund and Ethiopia’s Productive Safety Net Programme

Malawi's Social Action Fund (MASAF) generally makes no explicit provision in its public works programmes for those
households in which no one is able to work. Children, lactating mothers, the sick and malnourished in Malawi sometimes
choose to participate in these projects because there is no alternative. This experience demonstrates the risk of assuming
labour-constrained vulnerable groups have spare labour available.

While MASAF funds the Social Support Project (SSP), which provides some social protection for vulnerable groups (including
orphans and vulnerable children), this programme is not integrated into the implementation of public works. As a result, in
some areas, public works benefit workers but fail to meet the more pressing needs of the most vulnerable.

In some countries, the predicament of the weak and vulnerable forced to seek employment in public works has led to
innovating coping mechanisms. In Zimbabwe, smaller buckets are provided to workers severely affected by HIV/AIDS in
recognition of their weakened state. In Ethiopia, contractors have requested exemptions from the normal labour-intensity
requirements because severe malnutrition had significantly compromised the productivity of the participating workers. In these
cases, ethical considerations demand a reconsideration of the work requirement.

The work conditionality assumes that poor households have idle labour willing to work if employment is made available.
International experience with public works documents strong demand for these jobs, with most programmes required to resort
to non-wage rationing mechanisms. Two factors can work against the poorest in their attempts to access benefits through
public works — they often have the least spare time available to commit to public works, and the targeting mechanisms do not
always reach them.
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Unconditional grants are often more effective in reaching these households. The cost of delivering benefits through public
works to older people, child-headed households or those severely affected by HIV/AIDS is likely to be significantly higher than
the cost of an unconditional transfer. Complementary social transfers to households with no one able to work are a critical
element of efficient and equitable public works programmes.

The recognition of these issues has resulted in the inclusion of an unconditional transfer component in the Productive Safety
Net Programme (PSNP) in Ethiopia. This programme explicitly recognizes labour availability of households and has a
complementary cash transfer component referred to as Direct Support. Severely labour constrained households receive
transfers without having to work, pregnant and lactating women can temporarily be transferred to Direct Support component
and increasingly households with only limited labour availability are provided with a combination of income through public
works and Direct Support. These innovations highlight the possible complementarities of public works and cash transfers,
especially with regards to extending coverage to different types of households.

Source: McCord (2005a), quoted in Samson et al. (2006); Government of Ethiopia (2010).

From an employment policy perspective, howevenelae different concerns about
defining PEP as part of social protection, andniledj the income earned as ‘transfers’.
Instead, it is argued that it is important to retdag the difference between providing
employment (and the income associated with that) mroviding an income transfer.
Programmes that provide employment under a defipetdof employment conditions
including a particular minimum wage should not leers as providing a ‘transfer’. Of
course, those working derive income from this wdylf this is earned income, and in
essence the same as income earned by all othelepsbp are employed. This income
contributes to the social security of those recgj\it, but classifying this as a ‘transfer’
undermines the work component of the programmeramdorces the perception that the
work being done is not ‘real work’ but ‘make work’.

Where the notion of a transfer may have validitythis context, however, is in
programmes that pay at levels below acceptable \eagds and/or that involve tasks that
are outside the definition of ‘work’ in a given $ety. Determining and defining either of
these criteria raises complex issues of definiind are contested, with the benchmark for
what is ‘acceptable’ straddling formal minimum wagerevailing wage levels, the
reservation wage, and/or some form of poverty iméifferent contexts. The classification
of what is recognized as ‘work’ also varies betwelferent social contexts, also, with
care work providing an obvious example of thisidiffty: in many societies, much care
work is not recognized as ‘work’ or remuneratedoihers it is. However, the universality
of the decent work concept encompasses all formsook, including unpaid work in the
family and in the community. The effort to valugdaanalyse this contribution is important
in order to understand how the social productivifyunpaid work indirectly subsidizes
economic productivity (ILO, 2006). These debatak &lso to wider labour market debates:
with those advocating greater liberalization in tladour market often arguing that
programmes paying at low levels or (or ‘desperatimmges) do actually provide
employment and that the low wage rates actuallgecemore accurate market wage rates
than ‘artificial’ minimum wages. On the other hatiggse who oppose deregulation of the
labour market argue that these programmes shouldenconsidered ‘employment’ as this
would undermine existing labour legislation anchtfy but should be considered as a form
of poverty relief.

The distinction between PEPs and conditional cesfster (CCT) programmes with
the conditionality of employment within them is thfore a complex one. For example,
there are various interpretations of whether Jeéesprogramme in Argentina was an
employment programme or a CCT programme with a workponent (Miller et al., 2010).

By contrast, NREGS in India guarantees income tsd¢hwho request work. Where

the state fails to provide it, those who have retpeework are entitled to an unemployment
benefit, effectively in the form of a transfer. tims way, NREGS combines the provision
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of income through employment with income througtramsfer if employment cannot be
provided. The Productive Safety Net Programmethidpia also provides a combination
of employment and transfers — providing employntenthose who have surplus labour,
and a transfer to labour constrained houseffolds

From a design perspective, therefore, there arte quifew issues and options to
consider in designing programmes to contribute doiad protection. With regards to
providing income there are conceptually the follogvchoices.

The programme providesmployment, at minimum conditions and wagegrom
which participants derive income that contributegheir social security. In this context,
however, the programme does not really contribatednstructing the social protection
floor, even though in practice it reduces the rfeedhis floor.

The programme providesti@nsfer to participants. This transfer is on the conditidn
work, but is not a wage and can thushstow the minimum wage levelbut does not
necessarily have to be). The nature of the wor&fien somewhat ‘borderline’. These
programmes are common, but often of short-termtaiurdoecause of their ambiguous and
somewhat controversial nature especially from adabegislation perspective. They are
most common as responses to crises and are ofterdcldown afterwards. Although
common, the question is not only whether theseifguas part of social protection — but
also whether they should qualify as a PEP.

The third choice provides some kind gpfarantee of incometo participants in case
they are not able to work, thus providing betiployment and income securityin the
absence of employment. As described earlier, in G8RE1come is guaranteed in case the
state is not able to provide work in rural areahjlevin Ethiopia’s PSNP programme,
income is guaranteed in those instances in whiehhtbusehold is not able to provide
labour in districts acknowledged to be food insecuin both cases, this demonstrates how
the state can be a provider of an ‘employment fléar those who can and are able to
work, and a ‘social protection floor’ to those whae not physically able to, and how well
these can complement each other.

4.3 Creation of assets and provision of services

In some programmes, the provision of services aseta is considered the primary
objective. For these programmes budgets are tyypiabocated on the basis of particular
services to be provided or assets to be creatdokseTactivities may then be designed to
maximize the employment to be created in the poéproviding these services, but the
duration of the employment created, for instancél bargely be dictated by what is
required to provide the service, not the need etdnget group.

Such an approach is often not easily compatiblé ait EGS; as such, programmes
are not as responsive to fluctuating demands f@l@ment as an EGS should be. Their
scale is driven by long-term infrastructure plagnand is therefore difficult to ‘gear up or
scale down’. They can, however, be complementagnt&GS in the sense that they can
increase the aggregate amount of available emplolared thus reduce the required scale
of the EGS. In practice, this would entail haviag parallel strategies: one focusing on
raising the aggregate employment created througkrgment investments to make them

¥ These households may be labour constrained bedhageare single-headed or child-headed
households, members may be pregnant of lactatimgtoable to work due to illness or age.
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more labour intensive, and an EGS that would cradtiitional employment for those who
cannot be accommodated on the other programme.

Some aspects, in particular the recruitment onetipgsgrammes would benefit from
integration whereby all those seeking work applgtialy. They can initially be directed
to existing labour-intensive projects, and only whthese projects are not able to
accommodate more people, additional EGS projects b added to ensure that the
employment guarantee is put into effect.

4.4 Poverty reduction / alleviation

It is argued by some that the difference betweeciab@rotection and poverty
reduction is increasingly blurred (Devereux, 2086) in the context of PEP can even be
interpreted to be the same (McCord, 2008). Howeree approaches this issue, both
macro and micro aspects are important in the desfigtEP. On the one hand, there is the
micro objective, of how PEPs reduce poverty at ihdividual or household level.
Independent of the percentage of poor who are eshbi the programme, what matters is
the impact the PEP has on those that it does restlally the most vulnerable tiers of
society. The Productive Safety Net Programme inidpth is a good example of a
programme that has clear micro objectives to irdeusehold food security and prevent
the distress sale of assets.

On the other hand, there is the macro objective ldaks at the impact on all poor
people, and considers whether overall poverty feaet reduced. There is a potential trade-
off between these micro and macro objectives ofsmas maximizing the impact for the
household typically means more resources focussetewer households, often leaving
fewer resources to enable expanded coverage.

The greater the level of continuity, predictabilipd income transferred, the greater
the contribution to social protection and poverguction. Where PEPs are short term,
they have been criticized for only providing tengugrrelief, with people sinking back into
poverty once their opportunity in a PEP comes terath

While this may be the case, the effect is not astwat simpl€. A short-term PEP
may prevent a household from entering a downwairdlsgnd sinking into chronic poverty
in the context of a specific shock, enabling itriaintain levels of resilience. However, the
shorter the duration of the programme and the lother wages, the more valid the
criticism.

Important as the wage rate is, it is not the ordyetminant of the net benefit to
participants. Also key is the opportunity cost aftgipation in a PEP. In strictly economic
terms the benefit of working in a PEP can be defiag the income gained minus the costs
of participating, typically consisting of opporttyiand transactional costs. This means that
there can be two approaches to maximizing the idogfarticipants: one is to increase the
income through the wage rate; the other is to mzgnthe opportunity and transactional
costs of participating.

The most important transactional cost issue isllystiee location of work and hence

the costs of getting to work. For this reason, mamogrammes are designed so that ‘work’
is kept within a 5 km radius of where participalits. This measure alone has a significant

19 Devereux (2003) argues that while small transfeeke small impacts, moderate transfers can
make big impacts as they start enabling savingsrarastment in the household.
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impact, allowing those in communities who cannavéd to work to take up work and often
results in an increased labour participation.

Another measure is through offering work on a piame basis, which allows
participants to balance other livelihood activitiagher than having to forsake them. This
also enables the participation of women, who mapdieer able to work for a few days or
hours a week than full-time. Furthermore, in somoaditions, the opportunity cost of
participating in a programme is extremely low. donditions, with high rates of
unemployment, surplus labour and a labour markfgriafy mostly casual and informal
work, the opportunity cost of participating wouldngrally be lower.

Public employment programmes are also able to taygmips that are particularly
vulnerable or disadvantaged and are often diffitutiarget with other interventions. They
can be targeted in specific geographical locatiite high poverty rates, for instance.
Furthermore, if programmes are universal, they malkasier for the most vulnerable to
benefit from these programmes, as they are not etingpfor opportunities with those that
are better off and generally more empowered to takentage of work that is being made
available, thus minimizing the exclusion that oscon non-universal programmes.

5. Operational issues

5.1 Programme constraints: complexity, costs and
capacity

There are a number of issues to consider when avesifrom the relative comfort of
theoretical PEPs to their implementation. Thesads relate to the following:

= the complexity of these programmes
= the costs of such complexity
= the capacity of the state to deliver.

There is no doubt that these programmes requirstaottal capacity, no matter what
the operational and institutional arrangements amd this needs to be planned and
resourced.

In addition to what may seem to be purely operaliaoncerns is the issue of whether
these programmes can maintain long-term politiodl @opular support, and what measures
need to be considered to ensure this. These ‘opeaditissues — and the institutional
arrangements put in place — are often more inflaktitan may be anticipated. Given that
PEPs are complex programmes to design and mandgs; question is whether similar
objectives can be achieved in simpler and possildie cost effective ways.

= If the overriding priority is to increase the imge of particular target groups,
(conditional) cash transfers may be a more effigieticy option.

= If infrastructure construction or service provisare the overriding objectives, are
there better ways to deliver these?

= |tis where employment with all its social and economic spin-offs s clear policy
priority that PEPs (from PWPs to EGSs) have a glelicy advantage.

In practice, however, many developing countrieg facomplex combination of all of
these priorities including, for example, surplusdar, poorly functioning labour markets,
widespread poverty, infrastructure and servicecdsfi poor governance with scope for
corruption — as well as frequently occurring shoeksl crises. This makes PEPs an
attractive ‘multi-purpose’ policy option — as derstmated by their widespread and repeated
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use. This in turn means that complexity is unaabiée: with significant implications for
the need for better planning, design and executiand the capacities required within the
state to do so effectively.

The capacity to plan, design and execute such anoges is required within the state.
It is often assumed that such capacity is in pldng: this has often proved to be a
dangerous assumption, responsible for many problanfEPs, be it poor quality assets
and services, programmes that never go to scalejdespread variation of programme
guality within one country. Part of the problem,infrastructure-based programmes, for
example, is that, since government already mankggs infrastructure portfolios, it is
often assumed that adding an additional set o¥itie8 will require only limited additional
capacity.

There are two flaws with this assumption. The fistthat in most developing
countries existing capacity to manage and delivdrastructure or services is already
overstretched. The second is that these progranuftes require a level of dedicated
capacity if they are to go to scale. So puttinglace and building capacity should always
be part of the implementation strategy. But whatthe capacities typically required?

Although these vary from country and to countryq ame influenced by the nature of
the government and the institutional arrangemetits, following key capacities are
required:

= Economic / fiscal: make the case for programme btgjgdemonstrate economic
effectiveness of the programme.

= Political / popular: build political support foréhprogramme, be better informed about
the needs, communicate programme impacts and bereefd rights.

» Planning and coordination: coordinate programmeiviies between different
ministries, and state and local governments.

* Programme management.

» Project management including contract management.

= Accountability and transparency.

= Technical (sector specific): design and ensureityua interventions.

= Community engagement and mobilization: ensure |peaticipation fair recruitment,
inputs in prioritization of activities and identfition of projects.

* Reporting, monitoring and evaluation: ensure thereapacity to report on activities,
collect and analyse reports for improving progranpagormance and decision-making,
and evaluation to assess programme impacts anti@psogramme design.

5.2 Trade-offs and complementarities
In practice, trade-offs on these programmes ar@siinmevitable as avoiding them

would, amongst other things, require flawless ekenuin contexts that are far from
amenable to this.

Box 7: How different policy assumptions inform implementation practices

Let us consider a fairly typical situation in which there are delays on a particular project due to a third party’s
fault and there is no work available for participants:

- In a programme that is designed with social protection as its primary goal, the policy would be to keep paying
participants as it is not their fault that there is no work available and the primary purpose of the project is to
transfer income.

- In a programme that has the delivery of assets as its primary objective, the policy would be that pay would not
be continued, as it would result in a higher cost for the project and create the risk that the asset or service could
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not be completed in time.

- A programme that has employment as its primary objective might require that participants be shifted onto
another set of activities to ensure that they keep working.

How programmes deal with the most common tradeioffgactice really determines
their nature, which goes beyond what they are @allewhat the programme objectives
state; both programme designers and analysts vemulgell to study and understand these
more carefully to ensure that programme desigovid| programme intention and not the
other way around.

Table 4: Common trade-offs in PEPs

Typical choices

Options

No work can be done due to outside factors

Send workers home without pay or pay them without having
worked

Setting the wage rate

Higher wages can mean fewer people benefit or lower wages
can mean reduced impact for each participant

Leakages

Self selection may result in the participation of those not in
target group or rigorous selection carries costs

Share of wages versus materials

High labour intensity could lead to less quality / standard
assets. Lower labour intensity with adequate material input
could result in higher quality assets

Speed of implementation

Rapid provision of work with limited design and planning or
more time for planning and design with slower responses

Centralization versus decentralization

Which of these is more efficient and effective depends
significantly on the local institutional context.

Contracting

Force account with higher labour share but dense backstopping
requirements or sub-contracting to small- and medium-sized
enterprises (SMEs) and local consultants leading to lower
labour share

In addition to trade-offs, there

are also completaeties with other policies and

programmes. Public employment programmes and waskfers are often discussed as
alternatives to each other, but there is no reasitimer in theory or in practice, why they

cannot co-exist. In a paper comparing potentishdeansfer and job creation programmes
in Kenya, Zepeda (2007) finds the impacts of the itwerventions to be different in terms

of the impact on urban versus rural unemployedthacextreme poor. These two types of
interventions could be highly complementary as proby the PSNP in Ethiopia. The

potential impact of combining the two and designingm to be complementary is one of
the most exciting policy challenges ahead.

6. Types and nature of work to be done

Deciding on the focus of work in PEPs is a key gie$ssue. The work undertaken can
vary significantly and this has implications fors¢ocapacity and complexity. The activities
in the following areas have been part of PEP:

infrastructure
environment

social services
community works
training related activities.
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Before these different types of work are discusiead,important to recognize that the
decision on which work activities can be includesh e made at various levels. In some
programmes, these decisions are made centrallthendienu of projects is decided upon at
the national level. In other instances, the denishaking is more decentralized and only a
set of criteria or principles are designed at thet@l level.

6.1 Lessons from infrastructure programmes

Public employment programmes have been used focahstruction, rehabilitation
and maintenance of infrastructure for many yeaxd extensive experience exists in this
regard. The Employment Intensive Investment Progranof the ILO, also through its
regional Advisory Support, Information Services and Traini&§SIST) programmes, has
created a large repository of research and docwatienton labour-based approaches,
technologies and the types of infrastructure tlaat loe built and maintained using these
programmes.

This field continues to be a dynamic one. At dtecal level, significant progress has
been made in South Africa in particular, in consing higher standard infrastructure and
urban infrastructure using labour-based metfod@rough this work, the scope for the
construction of high standard roads in a labouedamanner has increased significantly.
Three other key lessons from this sector are dészlibelow, because of their relevance for
all PEPs.

6.1.1 Use of local consultants and contractors

A key development in the use of labour-based metlooer the past 30 years has been
the increased involvement of local small- and medaized enterprises. Before this,
labour-based methods were implemented on a largle 8dthout contractors through the
use of force account operations where governmentidvbire labour directly and also
provide the technical supervision themseleslowever with the downsizing of public
sectors and the drive towards contracting and outsag in the 1990s and early 2000s, a
shift took place towards using local consultantd aantractors to design and implement
labour-based projects. This trend is largely cuutig. The experience with the use of
contractors has been mixed, however, and it shoatdbe the assumed that the use of
contractors is the better option, as is often tlasec Rather the advantages and
disadvantages of both options should be consideithih the specific programme context.

Some lessons from India and South Africa are vadumbthis regard. The first lesson
is that in the normal contracting approaches ofplisum or unit rate tendering; there is
essentially a bias against the use of labour-bamttods, especially on larger projects. The
main processes driving efficiency and thus profiiigtfor contractors in civil engineering
works are economies of scale and, typically, fogeéa quantities of work, larger machines
are used to increase efficiency. Labour-based ndstllo not allow for economies of scale,
however, as once overheads have been minimizediniheate cannot be reduced further,
no matter how big the work as it is directly prapmral to the number of man-days
required. In general, the use of small and mediantractors has proven to be cost efficient
for small- and medium-sized works.

%0 See for instance research at the University ofiitevatersrand and the Council for Scientific and
Industrial Research (CSIR) (McCutcheon and Taykarkis, 2003; CIDB, 2007).

% The Kenya Rural Roads Programme and the Mahasaghtiployment Guarantee Scheme are
good examples of this.
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Contract conditions can, of course, be used towaged contractors to use labour-
based methods for specified parts of the work,thbaetexperience in South Africa where
equipment is abundant has been that this requitesdive project management from the
side of the client / state. In particular duringntract implementation there is a need to
‘police’ projects intensively to ensure that ma@snare not used where they are not
allowed, much like monitoring and enforcing othedsdur standards.

Another lesson is that in order to have labour-aserk executed in an efficient
manner, specialized contractors and supervisorf§ ata required who are specifically
trained in the management and supervision of labased works. Many countries, often
with the support of the ILO, have implemented sucining programmes for small
contractors and their staff. These training progr@s typically require substantial
management and investment by the state particularlgountries where the domestic
construction industry is not well developed.

These requirements for intensive project manageedtinvestments from the state
suggest that governments should consider their imlgroject implementation carefully;
there may be circumstances in which the governmentid be better off implementing
projects, or at least taking a much more active inlproject implementation and being
much more directly in control of the labour-intdgsef its projects. In India, for example,
the experience was that getting the desired pexgerf spending paid out in local wages
was too difficult when contractors were being used key reason why the use of
contractors is not allowed under NREGS. While dlisgihg contracting completely may
not be the solution, there should be awarenedseathallenges and potential pitfalls.

The use of labour-only contractors is a possibleldie of the road’ option, where
government capacity is constrained, as it limisk @f achieving low-labour intensities in
practice. In labour contracting, contractors coraget the management and administration
of labourers, and those who can hire labourers,irasi@r their contracts and pay wages
most efficiently would be awarded tenders, andevitig the state of all these duties.
Technical in-house staff can then concentrate erndbhnical supervision and procurement
of materials. Other approaches to be consideredcammunity contracts in which
communities organize and manage much of the wiksiselves. Community contracting
is a participatory process whereby a community groegotiates with local government or
a development programme and enters into a conélaatpeement in order to undertake an
activity that leads to an improvement in their likeods. The main difference with
‘conventional’ community-level project activities that the contract approach is based
more on partnership relations than on ‘provideipieat’ relations. A process of
negotiation and bargaining is essential to arriveam agreement, or contract, that is
satisfactory and feasible for all parties. Thesgotiations between public administrations
and community groups strengthen the social positibriarget groups in unorganized
sectors allowing for social dialogue, and thus ptimg the basis for a more democratic and
equal form of partnership. If well designed, thatcact approach is likely to strengthen the
collective capacities of the poor to act as pagnier development, and to enhance
accountability of public administrations.

6.1.2 Potential of re-orienting existing budgets to be
more labour intensive

Another important lesson from infrastructure progn@es is the macro-economic
impact of PEPs. In a study in South Africa by McCand Seventer (2004), the effects of
shifting infrastructure expenditure from machinedih to labour-based methods were
modelled. The study used data from a detailed caosgra between the financial and
economic costs of machine-based versus labour-bessd construction as well as a
Computer General Equilibrium model. The table befmesents a summary of the results.

31



Table 5: Computer General Equilibrium model results, South Africa

1 2 3 4 5
/ Labour- Machine- Labour- Machine- Impact of
based based based based switching from
/ method method method method machine- to
/ labour-based
Direct Direct Total Total (ZAR million?)
/ impact impact impact impact

1. Capita 216 216 1386 1345 41
2. EPWP labour 781 228 781 228 553
3. Low-skilled labour 0 0 236 229 7
4. Medium-skilled labour 166 205 592 622 -30
5. High-skilled labour 300 300 621 610 12
6. Gross sectoral output 809 1039 4848 4679 169
7. Output multiplier 1.6 15
8. GDP 1462 950 3615 3033 583
9. GDP multiplier 1.2 1.0
10. % of GDP 0.1% 0.1% 0.34% 0.28% 0.05%
11. Government inc. 345 389 1039 1021 19
12. Imports 268 425 1452 1488 -36
13. % Ch in 0-20% 3.1% 0.9% 3.2% 1.0% 2.1%
14. % Ch in 20-50% 1.1% 0.3% 1.2% 0.5% 0.8%
15. % Ch in 50-90% 0.0% 0.0% 0.2% 0.2% 0.0%
16. % Ch in 90-100% 0.0% 0.0% 0.2% 0.2% 0.0%
17. Employment EPWP
(full-time jobs p/a) 104 384 25543 104 384 25543 77767
18. Low skilled 0 0 3123 2769 353
19. Medium skilled 2027 2513 8 456 8288 168
20. High skilled 984 984 3435 3177 258
21. Total 105 847 28 565 117 850 39 303 78 547

1 Unless indicated otherwise.
Source: McCord and Seventer (2004).

Analysing this data yields some very interestingules. Firstly, the increase of
approximately 79,000 full-time equivalent jobs fr@®,565 using machine-based methods
to 105,847 using labour-based methods, withoukaming overall expenditure of 3 billion
South African Rand (ZARj is highly significant. It means government haduced the
cost of creating a ‘full-time equivalent’ job froBAR105,023 to ZAR28,342 and it would
be hard to imagine a more cost effective way ferghvernment to generate employment.

The second important aspect to highlight is theeiase in overall gross domestic
product (GDP) generated by this shift. The reseastimated that the shift would represent
0.05 per cent of GDP. This should be evaluatedhagaitotal spending of R3 billion which
accounted for about 0.3 per cent of GDP. Furtheerrtbie increase in the number of people
employed as a percentage of the total number gblpeamployed would be about 1 per
cent. In summary, the results suggest that shitiirgady planned expenditure representing
about 0.3 per cent of GDP from machine-based touabased methods, would increase
GDP by about 0.1 per cent and increase total emp@oy by about 1 per cent.

All of this suggests that it makes economic sewseggbvernments to increase in the
labour intensity of their investments as part ofithremployment strategies and public
employment programmes. This shift is generally bastieved by direct government

221 US dollar (US$) = 7.79 South African Rand (ZAR).
% Based on R3 hillion/28,565 jobs = R105,023 pergod R3 billion/105,846 jobs = R28,342 per
job.

32



involvement in implementation, with limited involent of contractors, whose interests
are typically not served by such a shift. AccordiagicCord and Seventer (2004), such a
shift is generally not sufficient on its own to aess unemployment or to achieve full
employment, but the figures suggest that it canenakignificant contribution. Findings in
other countries like Cameroon and Madagascar higlgeyl similar results (van Imschoot,
2006; Yemene, 2007) using input/output models. ripai@ting this approach could thus be
important for creating additional employment ancdtaining the overall budget required
for the implementation of any EGS. But it also segjg that increasing labour intensity
may be an option worth considering in relation tfeeo work activities.

Other tools such as the Dynamic Social AccountingtrM (DySAM) are used to
analyse the effects of investment planning on ttenemy and their employment impact.
They can be used to specifically explore the retestihip between intensive employment
strategies, job creation, and poverty reductionis Tiool is dynamic and, therefore,
considers changes over time thus easing assumpmtioimcome and technical coefficients.
It also provides some distinction on technologyicés.

6.1.3 Choice of assets

Decision on which assets to create or maintain,vaimal makes these decisions, is a
key institutional issue in infrastructure progransminat influences the impact of the
programme. If the impact on the poor is to be mézed, then the assets created should
also benefit the poor. If, on the other hand, éheessets primarily benefit the non-poor, then
the impact of the programme will be limited to theome earned by the poor through their
employment on the programme activities.

There are various approaches to deciding whichfsévest in or maintain. At one
end of the spectrum, decisions are often madeeatehtral level, typically by government
departments responsible for these assets. Roamstehents may simply decide which
roads to maintain based on their existing plans @iatities. The extent to which these
plans and priorities were identified in consultatiwith the poor and local communities
varies considerably from country to country, butewhhese decisions are made centrally,
there are likely to be cases where the assetsedrgabvide only limited benefits to the
poor. The degree to which infrastructure programmidsbenefit the poor will depend on
the overall poverty focus of that particular depemt, but will inevitably include
investments that are not aimed at benefiting ther pdbut that can still create employment
for the poor in the process of construction anchiemiance.

At the other end of the spectrum are approachesewhe decision-making process is
completely decentralized and local communities dkeciot only on the nature of the assets
to be prioritized, but also on the particular loaskets to be created or rehabilitated. The
main advantage of this approach is that the likeith of the assets benefiting the poor
directly is very high and that there is generallhigh degree of ownership of the asset
afterwards, making it more likely that it will beantained.

In addition, some of the assets created (e.g. aowdss roads, irrigation) can have an
increased induced effect on employment when corieigi¢he access they create to basic
services and new markets or leading to increasedudigral produce. The multiplier
effect that these can have on the economy carbals@nificant.

Within this spectrum there are numerous possibtmog. In most PEPs, the menu of
eligible projects is specified by the central goweent, based largely on the labour

33



intensity of these works and their second-rouncefien but the choice of which particular
asset to work on is decided locéaflyOther programmes are even more decentralized,
generally only putting restrictions on investmemt private assets, although some
programmes even allow for investment in privatetssir the poor and vulnerable.

6.2 Provision of environmental services

The use of PEPs to address environmental concadhsoamake investments in the
environment and local ecosystems has a long hisfidng majority of the past Special
Public Work Programmes put in place by many coastim collaboration with the ILO had
an important component on environmental protectibheir use is likely to increase
dramatically over the coming years, as climate gkawill add significantly to existing
environmental stresses in many developing countiieseasing numbers of activities
related to the mitigation of and adaptation to elienchange can be expected.

In many instances, the distinctions between theskirdrastructure-related activities
are not that clear: the construction of a dyke ragjaiising sea levels is clearly both an
infrastructure and environmental investment.

It has been demonstrated that the inclusion ofrenmiental services in PEPs opens
up enormous potential for work activities that @atupy large numbers of people for a
long time and should help to address concerns albather or not there are sufficient
activities to employ people productively under th@sogrammes. Especially if the scope
for part-time, but long-term work in caring for tlemvironment exists there is scope for
massive employment. Activities such as reforestatitnich includes caring for planted
seedlings and young trees, removal of invasive tatiga, removal of litter and garbage
from nature and in particular water bodies, andoreyy degraded land all provide scope
for large scale engagement in many countries.

6.3 Provision of social services

There is also considerable scope for the expamdgiemployment through PEPSs in the
area of social services, and additional areas eaddmntified through local and participatory
consultation processes. Perhaps, the most impatement of these activities is how they
relate to public services already provided by tbeegnment using the normal civil service.
There are risks of overlap and duplication, as wellof undermining working conditions
for normal civil servants and for employees in phivate sector. The experience with the
introduction of Early Childhood Development (ECB)art of the Expanded Public Works
Programme (EPWP) in South Africa is particularlievant here.

The introduction of ECD in the EPWP caused consider confusion over how this
was to be integrated with existing ECD services exigting expansion plans for the sector.
Early Childhood Development for children above fgears of age was to be provided by
teachers in public schools for instance and théated tensions with the role of those
employed through the EPWP. Ultimately it was dedidieat the ECD component of the
EPWP would function more like a training and plaeemprogramme where participants

% Employment-Intensive Investment Programme (EIIRD, EMP/INVEST, 2011, http://www.ilo.org/eiip
(accessed 26 October 2011).
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would be recruited and trained with the intentibattthey would exit into longer term
employment within the sector but outside the EPWIRis created institutional tensions
between different parts of government mandateahgeae the same outcomes.

From an operational point of view there are alsallehges in organizing the work to
ensure effectiveness, and in relation to the inrvolent of nongovernmental organizations
(NGOs) and community-based organizations (CBOs)chviypically play an important
role in the provision of these services. The kejgctive here is that the programme should
not compete with these NGOs, but rather mobilized supports them to increase the
services they are already providing.

Another critical element in terms of the provisioh these services is that many
require a medium- or long-term approach to the eympént of the individual, as part of
ensuring quality care. There is a strong inter-aas dimension to many of these services
that may be undermined if it is designed as slar-tvork or work on a rotational basis.
For example, if care to children or orphans is mdirthe service provided, it would be
counterproductive for the children to have a nevegizer every couple of months or even
weeks.

Strong local involvement in the identification apdovision of these services can
strengthen programmes:

= Services would be identified and prioritized basadocal needs and knowledge.

= The risk of duplication would be minimized as conmities would be unlikely to
identify a particular service as a priority for tR&EP if it is already being provided
though another government programme or institution.

= Services that are ineffective are more likely tosbepped and new activities could be
identified if new needs arise.

= Knowledge of local organizations and individualsnare likely to be used effectively.

Organizationally, services could be provided thiotayms of community contracting,
or through local CBOs and NGOs contracted to pmtiabse services.

6.4 Participatory processes and local development

While PEPs are often a policy response from thdreethere are also examples of
PEPs arising as an outcome of social mobilizatinfa of tripartite negotiation between
business, labour and government, and/or other tstédkers; there is also wide scope to
build community consultation and participatory agwrhes into the design and
implementation of PEPs, and to integrate PEPslati@ development planning processes.

In India, for example, the introduction of an enmytent guarantee was in part a
response to popular pressure from below; it wdsetinnitially to a ‘Right to Information’
campaign which exposed abuses and corruption ialtbeation of resources in the public
works programmes that existed in India at the tie&ding to their transformation.

These roots in social mobilization processes dtected in certain key aspects of the
design of India’s employment guarantee schemeaitiqular, the programme is designed
to be demand-led, with the localinchayat(local government structuredxpected to
provide work ‘on demand’ within 14 days of a formatjuest by a group of a minimum of
10 people. This has the potential to motivate conities and local organizations to
mobilize. It places the initiative in the handstlebse who need work, rather than in the
hands of local officials. It does, however, alscamé¢hat where there are information gaps
on such initiatives and where organizational cdpais lacking, thepanchayathas no
obligation to initiate the programme.
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In South Africa, the Expanded Public Works Programwas an outcome of a
tripartite  Growth and Development Summit in 2002hick built on existing but
uncoordinated public works initiatives; a tripatiEramework Agreement on wages and
working conditions for public works programmes walso in place. The need for an
expanded public employment programme was one obDiitg issues the social partners
were able to agree on in this summit, and the EP¥&reported back into South Africa’s
tripartite National Economic Development and LabGouncil (NEDLAC) ever since.

The strength of this process was that the programme rooted in wide social
consensus, but the social partners had differawsion where EPWP’s priorities should
lie: the compromise was to include multiple objees, with a range of trade-offs
embedded in the design. While this was an effectigg to build social consensus, these
multiple objectives created implementation chalEntpr EPWP.

In both these examples, processes of social mabdiz and social dialogue have
impacted on overall design at a high level. Theralso considerable scope for PEP/EGS to
integrate local consultative and participatory passes into decision-making on work
outputs and implementation at a local level, anddotribute to building participation in
local development planning and prioritization.

The most common form such participation takes isrdlation to targeting and
selecting beneficiaries at a local level. In thedeictive Safety Net Programme in Ethiopia,
for example, the target beneficiaries are fooddase households: local Community Food
Security Task Force (CFSTF) teams undertake nessisssments within the community
and identify those households considered eligible different levels of support. These
names are read out at a public meeting of the caonityaibefore the list is submitted to the
relevant government structure for final approval.

Under the right conditions, the use of participptprocesses to select beneficiaries
draws on local knowledge to assist the targetimggss in ways that can be more effective
and cost efficient than other forms of means tgstiowever, such approaches are not
without risks. They assume a local culture of p#ttion that may underestimate the
pervasiveness of local power structures and pagomatworks, as well as gender, ethnic
or other biases at local level that may make soousdholds less ‘visible’ even within their
own communities. However, the ILO experience i4,tti@ough the use of its local-level
infrastructure planning and prioritization methauyt entitled ‘Integrated Rural
Accessibility Planning (IRAP)’, which provides rlr&ommunities with access to
productive resources, and basic social services faaitlties, and through community
contracting, these instruments — especially whexl irs post conflict situations — have been
found to be useful in encouraging dialogue andsparency between different social and
power structures.

Public employment programmes/employment guarantdeenses can also enable
processes of local prioritization of those assetd gervices most needed for local
development. This can be carried out within a paldr sector or be thematic, such as in
relation to food security or infrastructure needlscan be open-ended and include social
services and care work. The following excerptlissirative this regard:

During our first meeting ... village leaders statbéattthere was not much scope for
NREGA kind of works in the village. They could ntitink of many works which can be
undertaken under the NREGP.... In the focus groupudisons attention of people was drawn
towards the burden of unpaid work on the womenn@uséime use statistics) and the needs of
the village for infrastructure and for productivesats. The major contribution of focus group
discussions was that (1) they helped people to W&EGS in the long term perspective in the
sense that it made them realize how NREGS workkancoming 5-7 years can contribute to
the development of the village, (2) how the drugigerunpaid work was a major constraint of
women and how NREGS work can help here. Villagenne out with concrete suggestions.
(Hirway, Saluja and Yadav, 20087?)
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In South Africa, processes of local consultationpoiarities in the Community Work
Programme (a new component of EPWP) have demoedtthe scope for ‘work’ to
address social challenges. In rural and urban, gitésrities have included the care of
orphans and vulnerable children, home-based carethimse with HIV/AIDS and/or
tuberculosis (TB), as well as auxiliary supportaftected households — including labour
support to maintain food production. Activities teduce crime include organized
recreation activities for youth; and strategiegdduce violence against women and girls
including simple but effective actions such asingtthe long grass adjacent to paths and
posting street guards on key access routes orspoinvulnerability. In the process of
identifying ‘useful work’, these social challengaese also identified and taken on by
communities themselves. Typically, infrastructune aervice backlogs are also high on the
agenda.

Where public employment programmes enable decisiaking and prioritization at
community level, issues of alignment with other gmment programmes is key. At the
most basic level, if a local PEP develops assetsnfoastructure, such as a road, a
community hall or a borehole, the key questionigio owns these assets, who is
responsible for their maintenance and from whictiged will this be resourced? This issue
is particularly important if the PEP is a shortteintervention. If these questions are left
unanswered, the useful life of assets create#taedylio be relatively short.

Even in the context of an ongoing programme, howethese issues arise. Without
formal institutional mechanisms to ensure alignm#éme risk exists that the PEP sets up
parallel delivery systems. While communities ardéikety to prioritize assets or services
they already receive, this does not mean the gowemh department responsible for such
delivery will necessarily embrace a process thatgmpts or displaces their role. Quite
simply, if the institutional politics are not wetlanaged, a PEP programme can find itself
under pressure from other departments within theigonent.

This issue is significantly simplified if the PERsha sectoral focus, and is managed
within the mandate of one ministry or sphere ofggoment. In India, the NREGS falls
under the Ministry of Rural Development, and thepscof ‘works’ undertaken in its early
stages focused on water conservation, irrigatidrastructure, roads and activities within
its broad mandate. The need to link the NREGS twrotural programmes has been
highlighted. Given that both of these fall undez ame Ministry, this illustrates some of
the complexity of ensuring alignment.

However, while there are institutional advantages tsectoral focus, it may not be
easy to absorb people at the scale required wiitlgiimits of one set of sectoral activities;
there are also significant opportunities to promdteal ownership of development
processes where communities are challenged toifidemseful work’ in a multi-sectoral
way.

In the Community Work Programme in South Africaisthlignment is achieved by
integrating the decision-making on ‘useful work’tanlocal development planning
processes, which are multi-sectoral processes.ogal llevel, Ward Committees are
consulted in the development of an annual Intedr&tevelopment Plan, which informs
local budgets. These Ward Committees are now asd to identify ‘useful work’ for the
Community Work Programme.

6.5 Training and exit strategies
Many public employment programmes incorporate ingirelements. However, these

elements can have very different objectives. Tregee four training approaches that are
most commonly incorporated into PWP as indicatetthéntable below.
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Table 6: Training approaches

Target Group Objective
1 Government officials Improve programme design and management
2 Local consultants, small contractors, NGOs, Build design and implementation capacity
community-based organizations (CBOs) Increase sustainability of assets created
3 Participants Increase programme productivity
4 Participants Enable participants to exit the programme into longer
term and possibly better forms of employment.

While the first three all contribute to improvingetimpacts and outcomes of the PEP,
and may be crucial to successful implementatiomfolsus on training participants in order
to give them skills to enter the wider labour maskgoses greater difficulties, particularly
where such training is not related to the work negwithin the PEP.

This emphasis on training participants for othem® of employment when they ‘exit’
the PEP is often based on the perception that tdckkills is the main impediment
preventing participants from finding employment f@coming self-employed), and that
the PEP is well placed to bridge this gap. Botluaggtions are, however, often flawed. In
many contexts, the reasons people cannot find wortannot become self-employed are
more complex, and relate to the wider structuréhefeconomy, which is failing to create
job opportunities for unskilled — or even for seskiled — workers. While a PEP may bring
temporary relief, and training may help a limitedmber of workers to exit the PEP
programme into more rewarding and sustainable-{satfiployment, the overall experience
is that PEPs do not provide any meaningful advantagunskilled workers given the
structure of most developing country labour marketdth scarce skilled labour and overly
abundant unskilled labour.

Two strategies can be singled out to increase asthis the employment impact of
PEPs and infrastructure investments:

* Increase the employment intensity of regular irftadure investments. A large
proportion of national public investment budgetsd@veloping countries — sometimes
up to 70 per cent — go to the infrastructure andstoction sector. The range of
technological options available for this sectocasisiderable. For example, the share of
the cost of equipment in the total cost of unpawed construction may vary from 30 to
80 per cent and that of labour from 10 to 60 pert,caccording to the technological
option chosen. As infrastructure investments argelg controlled by the state, and
planned and funded under public investment progrespitihey can and should be used
as a tool of public policy to achieve pro-poor depeent and labour-intensive growth.
Given the large amounts of money involved, even iaomshift towards more
employment-intensive technology options in (urbad eural) infrastructure investment
can have a major impact on aggregate employmeritiane for unskilled workers.
Furthermore, the indirect employment generatedabypur-based methods is estimated
at between 1.5-3 times that of directly generatéd.|

= Aim to extend the employment-generating impact belythe jobs created directly by
the programme. If the public works produce econoimfcastructure, this investment
can ‘crowd in’' private economic activity. Public ks programmes will indirectly
stimulate employment if local enterprises are ableespond to the demand generated
by the increased purchasing power of poor houssehdkbr example, irrigation
infrastructure and rural roads produced by the Mmdldra Employment Guarantee
Scheme in India have led to further second-roungl@yment creation. By creating
assets that boost productivity in agriculture andalr non-agricultural activities, the
programme has created a virtuous circle strengtlyethie domestic market and demand,
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hence, reducing the need for public works by ingirepemployment opportunities in
the more remunerative private sector. Similarlye #econd-order economic benefits
stimulated by the availability of cash in the lo@donomy arising from the wage
transfer can support private sector job creatioweler, this is only likely if
employment is prolonged, leading to a sustainet aasision into the local economy,
and if the scale of interventions (in terms of eogphent) is sufficiently large.

7. Conclusion and recommendations

The call from the Global Jobs Pact for governmémtsnplement EGSs and PWPs to
address some of the impacts of the global econ@mit financial crisis recognizes the
important role these programmes can play in crgamployment and strengthening social
protection. This call was partly informed by tlomd history of these programmes, as well
as by recent developments and by innovation iratea of public employment, which has
widened the scope of policy priorities to whichségrogramme can contribute.

In particular, the emergence of a form of employinguarantee as part of public
policy in India offers a new framework for realigione of the ILO’s most fundamental
goals, which is to secure the right to work — amddécent work in particular.

While the right to work is recognized as a humaghtriin the UN’s Declaration of
Human Rights, the commitment to full employment wadiculated in the ILO
Employment Policy Convention, 1964 (No. 122), arfdll,’ productive and decent
employment’ is an added target in the MillenniumvBlepment Goals, the challenge of
providing work for all who are willing and able twork has not yet been met. The
challenge is to find new instruments able to aahis. One part of this equation includes
policies that promote labour-absorbing growth i@ €conomy as whole; but the state has a
key role in closing the gap between the scale gfleyment created in this way and scale
of demand for work.

The Global Jobs Pact is a response to the glatahdial crisis, and includes a call for
the implementation of public employment programnaess part of the crisis response.
However, markets do not only fail to create emplewinin times of crisis; many countries
were already grappling with unemployment challerggfere the crisis and will continue to
do so after the crisis is ‘over.’

This Paper demonstrates that important as PEP=sgrart of the crisis response, they
also have a key role to play as an ongoing instriraEwider employment policy, as part
of realizing a right to decent work. Where PEPsiategrated into employment policy in
this way, they provide a counter-cyclical respoakke to expand and contract in response
to the demand for work in changing market conteXfiere a long-term perspective on
their role is taken, their capacity to contribudenider ILO and development policy goals is
enhanced: including to the sustainable reductiomr@mployment, to decent work, to a
social protection floor, to poverty reduction andto-poor growth.

So while the 2008-2009 financial and economic £igghlighted the role of public
employment, there is also a stronger case for oggpublic investments in employment
creation. While it is recognized that integratienniot easy, alignment can often be more
easily achieved.

Apart from the policy arguments, there are alsodrtgnt operational arguments in
favour of a longer term perspective. These prograsmrequire capacity in government to
be effectively implemented and this capacity cafmeotreated overnight in case of a crisis.
Maintaining some minimal level of capacity and itgional readiness requires a medium-
to long-term perspective.
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This Paper highlights some of the recent innovatiarthe design of these programmes.
Experience has shown that their design, in pagardubw well the design matches the policy
objectives of the programme, and how the inevitaialde-offs of the programme are
managed, are critical to programme success.

These recent developments contribute effectivetyaifer better alignment to the key
outcomes, most notably: reduced un- and underemmnoy;

Increased social security and protection.

Provision of infrastructure and services basedoallneeds creating multiplier effects in
the economy.

Together these three can make a significant castioib to reducing poverty.

In order for public employment programmes to cdnii¢ to these outcomes it is
recommended therefore that:

Policy-makers place employment at the heart ofr theonomic policies, and develop the
instruments required to realize a right to workhair societies.

Policy-makers integrate PEPs into their wider emplent policies, and take advantage of
their increased efficiency in a long-term approszhhese programmes, recognizing that
they are countercyclical and expand and shrink twes.

Employment guarantee schemes and public employpregrammes are considered not
only as crisis response tools, but their roles antigbuting to creating an employment

floor, achieving full employment, realizing a sdqmotection floor and reducing poverty

are recognized.

Care is taken to align these programmes with gbloicies and programmes so that they
complement each other, rather than possibly comgeti working against each other;

The possible trade-offs between various programivjectves are taken into account
during the formulation of objectives and progranuesign.
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Annex A

The ILO and full employment
The four Fundamental Principles and Rights at Work:

. Freedom of association and the effective recognition of the right to collective
bargaining
0 Freedom of Association and Protection of the Right to Organize Convention,
1948 (No. 87)
0 Right to Organize and Collective Bargaining Convention, 1949 (No. 98)
) Elimination of all forms of forced or compulsory labour

0 Forced Labour Convention, 1930 (No. 29)
0 Abolition of Forced Labour Convention, 1957 (No. 105)
o Effective abolition of child labour

0 Minimum Age Convention, 1973 (No. 138)
0 Worst forms of Child Labour Convention, 1999 (No. 182)

J Elimination of discrimination in respect of employment and occupation

0 Equal Remuneration Convention, 1951 (No. 100)
0 Discrimination (Employment and Occupation) Convention, 1958 (No. 111)

Other relevant conventions

. Hours of Work (Industry) Convention, 1919 (No. 1)

. Weekly Rest (Industry) Convention, 1921 (No. 14)

. Workmen’s Compensation (Accidents) Convention, 1925 (No. 17)

J Forty-Hour Week Convention, 1935 (No. 47)

J Minimum Age (Industry) Convention (Revised), 1937 (No. 59)

o Labour Clauses (Public Contracts) Convention, 1949 (No. 94)

. Protection of Wages Convention, 1949 (No. 95)

. Employment Policy Convention, 1964 (No. 122)

o Minimum Wage Fixing Convention, 1970 (131)

o Holiday with Pay Convention (Revised), 1970 (No. 132)

. Rural Workers’ Organizations Convention, 1982 (No. 141)

J Termination of Employment Convention, 1982 (No. 158)

o Safety and Health in Construction Convention, 1988 (No. 167)

. Employment Promotion and Protection against Unemployment Convention, 1988
(No. 168)

. CIndigenous and Tribal Peoples Convention, 1989 (No. 169)

. Prevention of Major Industrial Accidents Convention, 1993 (No. 174

. Part-time work Convention, 1994 (No. 175)

. Maternity Protection Convention, 2000 (No. 183)

. Safety and Health in Agriculture Convention, 2001 (No. 184)
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Annex B

From the training module on unemployment and

PEPs

While high rates of unemployment may form the rationale of instigating a PEP, the
nature of the labour market and unemployment needs to be understood in order to
design the PEP to be responsive to the needs of the unemployed.

Official definition of Unemployment (ILO, 2003)

The standard definition of unemployment is based on three criteria that have to be met simultaneously.

The “unemployed” comprise all persons within the age limits specified for measuring the economically active
population, who during the reference period were:

“without work”, i.e. were not in paid employment or self-employment as specified by the international definition of

employment;

“currently available for work”, i.e. were available for paid employment or self-employment during the reference

period; and

“seeking work”, i.e. had taken specific steps in a specified recent period to seek paid employment or self-employment.

For the purpose of designing PEPs three widely used categories of unemployment
are useful: Keynesian, Structural and Frictional unemployment. Each warrants a
somewhat different response. This module also uses the term ‘long-term’ and ‘specific’
unemployment. These are not official definitions of unemployment but are useful in
discussing the design of PEPs. It is not always easy to categorize unemployment,
however, and the aim of this module is to create a framework for analysis that assists in
the design of a PEP. This framework is summarized in Table 3.

Keynesian unemployment refers to a situation where the number of job seekers is
more than the number of jobs available at a prevailing wage rate. Its cause lies in a lack
of effective demand for goods and services. It is sometimes also referred to as cyclical
unemployment by linking it to business cycles. It is not necessarily short-term in nature
(as was observed during the Great Depression of the 1930s and also the current phase
in the USA), and the problem is often addressed by providing different forms of fiscal
incentives and stimuli to boost effective demand within the economy and thereby
increase employment opportunities. Public employment programmes are widely used
in response to cyclical unemployment, as they not only create employment in a
downturn when it is needed most, but also help to boost demand in the process.

Structural unemployment refers to a situation where there is a mismatch between
jobs offered and jobs needed, caused by a mismatch between skill levels, geographical
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location, sectoral shifts in the production pattern of a country and other similar
structural factors. The most common prescription for structural unemployment is
policies and interventions that address the relevant structural constraint — such as skill
development, labour mobility and proper dissemination of information in the labour
market. Public employment programmes may be designed to contribute to addressing
the structural cause of unemployment, but they are generally not in a position to
address this constraint as their own. In a situation of structural unemployment, which is
primarily skills related, a PEP may be designed to provide income to enable workers to
retrain themselves, and so improve their job market prospects. Programmes may also
consider incorporating elements of training or giving easier access to training
programmes and/or consider using the PEP as a platform for providing work experience
during or after training. If the structural constraint is geographical, the PEP may allocate
additional resources to encourage job creation and investment in geographical areas
with higher unemployment. The investment may focus on economic infrastructure to
maximize the second round benefits of the PEP.

Frictional unemployment is also referred to as transitory unemployment. It is also
known as search unemployment or wait unemployment. It indicates those unemployed
who are transitioning between jobs. Such unemployment is caused largely by an
information asymmetry operating in the market. It is a result of a mismatch between
labour supply and demand. The reasons for this mismatch can be manifest in relation to
skill, location, preference, etc. Frictional unemployment is different from the other
kinds of unemployment as it is often voluntary in nature. The others are involuntary and
require institutional help to overcome the problems. In a situation of frictional
unemployment, PEPs are not a commonly used instrument although they may serve as
a bridge for people transitioning between jobs. In particular, in circumstances in which
unemployment insurance is not available, such an approach may be beneficial.

Long-term unemployment refers to those who are unemployed for a longer period,
typically for more than six months. In situations of high long-term unemployment the
design of PEPs should also take a long-term view. They may want to offer long-term
employment, even if it is on a part-time basis only. The causes of long-term
unemployment vary and can be multiple. Long-term unemployment can have
devastating consequences, for those who are unemployed and their families, but also
for society as a whole as it often results in social and political instability.

Specific unemployment is used to refer to easily identifiable groups in society that
suffer disproportionally from unemployment. Youth and women are perhaps the most
common examples of such groups, but they can also consist of specific ethnic or racial
groups and “scheduled castes and tribes” as is the case in India. In some countries
specific geographical areas may suffer from much higher unemployment and may be
the primary focus of the PEP. Public employment programmes may have to adopt
specific targeting measures to be able to ensure participation from these groups. In
some cases, PEPs can even be designed specifically for these groups.

These categories are not mutually exclusive, as individuals can obviously fall into
different categories simultaneously.
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Underemployment and PEPs

Public employment programmes can also be used to address underemployment,
but in order to do so effectively, it requires an understanding of the underemployed.
This is often even more complex and difficult to understand. In terms of analysing the
local labour market and the possible participation of workers in the PEP using four types
of underemployment are useful.

Table 3 also describes two types of underemployment and possible design
approaches. The first, ‘time-related and seasonal’ is similar to what is also referred to as
seasonal unemployment. It describes a situation in which workers are only able to
obtain work during, fairly predictable periods of peak labour demand, but are left
without any work outside these periods. This is most common in the agricultural sector
but also occurs in other sectors like fisheries, tourism and retail. In these situations, the
PEP can be designed to provide employment during the times when there is only limited
work available. They should also be reduced in scale during the times of peak labour
demand so as not to compete with these other economic activities. If the work on offer
is exploitative and at unacceptable working conditions, the PEP may be used to offer
workers an alternative, even during peak seasons and so contribute to achieving
minimum standards and conditions of work.

The second, ‘time related and casual refers to a situation where people are only
able to move from a short-term casual job to another short-term casual job and spend a
lot of time in between looking for work, often without success. Most of the jobs found
are also informal. Substantial time and resources are devoted to the cost of looking for
work. This type of situation is more prevalent in urban areas, in particular among youth
with limited education and work experience. It occurs in a context of ‘surplus labour’.
In these circumstances, PEPs can offer part-time work to enable people to continue
looking and taking up other work, but provide a safety net in case they are not
successful in finding other work.

Current international definitions for Underemployment (ILO, 2003)

The current international guidelines provide general conceptual definitions and operational definitions for the
measurement of:

(a)
(b)

Time-related underemployment, and
Particular types of inadequate employment situations.

Both concepts reflect an under-utilization of the worker’s capacities (thus well-being). Both are defined in relation to an
alternative work situation in which the person is willing and available to engage.

Time-related underemployment relates to persons who are willing and able to work beyond the total hours worked in all
the jobs they hold during the reference period and who work, during this period, fewer total hours in all their jobs than a
selected threshold.

There are three criteria in the definition of time-related underemployment:

(a)
(b)
(c)

Willingness to work additional hours
Availability to work additional hours
Having worked less than a threshold relating to working time.

The international guidelines identify three types of inadequate employment situations for which countries may wish to
calculate separate indicators:

(a)
(b)

Skill-related inadequate employment: which includes persons who are willing or seeking to change their current work
situation to use their current occupational skills more fully, and were available to do so.
Income-related inadequate employment: which includes persons who are willing or seeking to change their current
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work situation to increase their income by increasing the levels of work organization or productivity, by improving
tools and equipment, training or infrastructure, and were available to do so.

Inadequate employment related to excessive hours: which includes persons who are willing or seeking to change their
current work situation to work fewer hours with a corresponding reduction of income.

In terms of those who are underemployed under ‘inadequate employment
situations’, Table 3 also describes two types. The first referred to as ‘poor wages/
conditions’ refers to situations in which people are employed full-time, often long-term
but at very or extremely low wages and poor working conditions and without formal
contract arrangements. In many developing countries, it results in situations where
people work full-time, often excessive hours, but remain below the poverty line. They
are part of ‘the working poor’. In many cases this type of employment situation does
not conform to labour legislation and minimum wages in particular are ignored. (Often
worker productivity may warrant higher wages, but there is no mechanism for
demanding higher wages). A public employment programme may be designed to offer
a better alternative to this type of work, but only if it offers longer term employment.

The other inadequate employment situation referred to is ‘low-productivity’ jobs
and is more common with self-employed workers. In this situation, workers’
productivity is extremely low, mostly due to external factors: farming on infertile or
degraded land, fishing in areas with depleted fish stocks, etc. Again, in many cases
people work very hard and long hours, but are not able to increase productivity.
Programmes can provide supplementary income in these situations, and at the same
time the work activities can be focused on investments that may be able to raise the
productivity in the long run.
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