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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalization, ahd
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socréhgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. 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 andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated emade 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 lasg@e 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 e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad®s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

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 enceueaxghange 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/dgmithload/dg_announce_en.pdf

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).

®See http://www.ilo.org/gea. And in particuldmplementing the Global Employment Agenda:
Employment strategies in support of decent worksitn” documentILO, 2006.

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






Foreword

Unemployment and other employment-related problgesot occur only in times of
crisis. As observed by the ILO, there was a JolisisCbefore the financial crisis, a
structural unemployment problem as a result ofgsblgrowth in many areas of the world.
Investment in infrastructure development can play active role in employment
generation, both directly and indirectly througleithmultiplier effect within different
economic sectors:

= Demand for infrastructure investment and mainteadraom developing countries
amounts to US$ 900 billion p.a., public funding@aating for some 70-75%;

= Regular investments and counter-cyclical spendirigfrastructure are widely
used to expand demand, create and sustain jobs;

» Innovative Public Employment Programmes such asiouiork programmes
and employment guarantee schemes complement regudstments.

Public employment programmes suchpablic works programmeandemployment
guarantee scheméPEP/EGS) are a key tool to protect the most valrle against shocks
and to develop at the same time local infrastrectpromoting social and economic
development. They form part of the recovery plamsmany countries. Different
challenges need to be addressed for translatirgfirexiplans into effective PEP/EGS
programmes. Therefore, there is a wider case dblipemployment programmes as part
of ongoing employment and social protection poficidhis is an area of significant
innovation at present, in relation to the typeswvofk, the conditions of work — and the
right to work.

The Paper will cover these issues and more, strapdhe range of options from
public works programmes to employment guaranteed, providing policy insights and
practical design tools to inform decision makingpaticy and programme level. They
have benefited from Mr. Maikel Lieuw-Kie Song and.[Xate Philip's extensive
experience as the Chief Director with the DepartnoéPublic Works in South Africa and
as Head of a strategy development process on edonmoarginalization for the South
African Presidency respectively, and from inputsnfrthe ILO Global EIIP Team, in
particular Marja Kuiper, Mito Tsukamoto, and MarerVimschoot from the Employment
Sector, other ILO experts, in particular, Philipdarcadent, from Social Protection and
Steven Miller from the Economists for Full Employmiéetwork.

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

Investment Programme
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1. Introduction

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

The current economic crisis and especially its eympent effects have once again
brought the role of the state in employment creastrongly to the forefront. As
employment provided by the private sector has shdunamatically, adding to an already
growing employment challenge, it is increasinglgagnised that the State needs to play
a much more active role in employment generatidris @oes 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.

The G20 leaders attending London Summit in ApriD2@ecognized the human
dimension of the crisis and committed themselve'support those affected by the crisis
by creating employment opportunities and througtoime support measures” and “to
build a fair and family-friendly labour market fdroth women and men”, through
measures such as “active labour market poli¢iethe ILO Summit on the Global Jobs
Crisis stressed the importance of targeted emplaymegrammes as a response to the
economic crisis. This was substantiated through dbentry assessments that were

carried out for the G20.

The Global Jobs Pact 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:

-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 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.

° Attributed to Harry Hopkins, Head of the Works Progress Administration (WPA) which was
responsible for the implementation of many of the New Deal programmes during the depression
in the USA during the 1930’s (Taylor 2008)

6 G20 leaders’ statement, The Global Plan for Recovery and Reform, London, 2 April 2009,
paragraph 26.



As the employment crisis is expected to continuetfie coming years, more and
more countries will be considering interventiong gsrogrammes that lead to direct
employment creation to cushion the most vulnerdtam sliding deeper into poverty.
The Global Jobs Pact unanimously adopted by all db@stituents in June 2009 calls for
decent work responses to the crisis. Amongst thesponses, the role of direct
employment creation by government through emergg@uty}ic works programmes and
employment guarantee schemes that are well targeigdnclude the informal economy
was recognised. These events underscored the meethfiorce knowledge development
and dissemination of good practices in the desigd amplementation of public
employment programmes.

This paper attempts to guide policy makers who @msidering the responses
suggested in the Global Jobs Pact. At the same, tilmprovides a framework for an
upcoming ILO course on ‘Mitigating a Jobs Crisiginovations in Public Employment
Programmes (IPEP) ’, designed to support suchtsffg¥hile emergency public works
programmes have been used widely for a long tinteae generally well understood
and documented, there has been significant inrmvati the areas of public employment
in recent years, which changes the scope of op@wasdable for public policy in this
area.

Firstly, such programmes are not only crisis respenin many countries in the
world, unemployment is an ongoing challenge, wittarkets unable to create
employment at the scale required. Public employnpeagrammes (PEP) are able to
complement employment creation by the private seetod offer an additional policy
instrument with which to tackle the problem of wamd underemployment, as part of
wider employment policy.

Secondly, the range of types of work undertaken ¢tt@enged. Public works
programmes (PWP) and Employment Guarantee Progran{E@&Ps) have become
strongly associated with infrastructure and comsion ‘works’, but this has changed,
with examples of work in the social sector, enviremtal services, and multi-sectoral,
community driven programmes.

Finally and most significantly, the introduction @hational employment guarantee
programme in India, the National Rural Employmenia@ntee Programme (NREGP)
has given new meaning to the role of the stategating a right to work: by making 100
days of work per household a legal entittementuralr areas. This also raises new
options for alignment and complementarity betwegllip employment and wider social
protection policy also.

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.



Programmes on a Continuum: A Definition of Terms

The literature in this area uses many different terms to describe public employment programmes. This paper uses four 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
programmes are included in this term.

Employment Guarantee Programmes / Schemes (EGP/S) which refer to long-term rights-based programmes in which some
level of entitiement to work is provided. These are explained in much more detail in the paper.

Targeted Employment Programmes (TEP): These are public employment programmes that aim to reach a specified target
group.
Public Employment Programmes (PEP) includes all 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 research and practiga¢mence of the authors, the ILO
as well as other members of the Economists for Eaiployment network who have
worked in this area over many years. While theepagiscusses many aspects of
Employment Guarantee Programmes, its main objedite demonstrate that many of
the elements of these programmes can be incorplaratelong-term public employment
programmes that may not go as far as creating aagiee of work, and even into

emergency or short-term public works programmesindprove their impact and

performance. There is a range of possible progranesens, 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
policymakers is the shift from a short-term perspecin the case of emergency public

works programmes towards a medium to long-term pesttve in relation to

employment guarantee schemes. This shift has ymdfamplications for programme
planning and design, for programme impacts andooog¢s, and how these are assessed.

While the case for short-term emergency public eympent programme is well
established, this paper makes the case for a ldagarperspective also.

The next section of this paper will introduce Enymhent Guarantee Programmes

(EGP), their basic concepts and underlying econothaory, some of the critical
differences between EGPs and PWPs, and their pohgjications. The third section
discusses the different approaches to these progeantypically found in practice,

recognising that in there is a huge diversity ituinstances and contexts and that some
elements of EGPs may not be realistic in some ipalitor economic situations. The
fourth section discusses how policy objectivesdiate into specific design features of
these programmes as well as some of the most iemidrade-offs between programme
objectives that need to be considered. The fifthti®e discusses some of the operational
issues to be considered when policy decisions adenso that the policy is also
informed by operational feasibility. The sixth dent discusses the various work
activities that may be included in these programamebsthe paper ends with conclusions

and recommendations.



2. EGPs: what they are and what is different

2.1 Employment Guarantee Programmes: an
introduction

EGPs are still rare in the wofldThe oldest and longest running scheme is the
Maharashtra Employment Guarantee Scheme which &mymgears was the only one if
its kind. It is now part of the national programme India: the National Rural
Employment Guarantee Programme (NREGP). Other desnare considering these
programmes, most notably Bangladesh, Nepal andsRaki They are receiving
increasing attention and recognition and recengesiipns by some authors on what an
ideal safety net would look like contain programrmigst in many ways would function
as employment guarantee programmes (Ravaillon 2008)

EGPs are based on the concept of the state actilg &mployer of Last Resort
(ELR). It creates a role for the State to providgmyment to all those willing to work,
should the labour market not be able to offer seahiployment. The fundamental
objective of the ELR is achieving and maintainingl fmployment, a long-standing
objective of the ILO and its member states and alse included in the Millennium
Development Goals since 2005

One way a state can put its role as employer ofés®rt into practice is by offering
an employment guarantee. Under an EGP, a stateargeas work, at a specified
minimum wage rate, to all those who demand it. Sachuarantee can be a legal
guarantee, and in that case can also offer legaduree to individuals, such as
unemployment benefits when the state does not geaviem with work when required.
The Government of India has taken this approach thi¢ passing of the National Rural
Employment Guarantee Act (NREGA) in 2005, which detes the establishment of the
NREGP.

Because the state acts as an employtsbfesort, it offers work at a wage rate set
by the government and all those not willing to wéok that wage would in essence be
considered voluntarily unemployed. The wage paidhgystate through its programme
will in effect be the minimum wage rate as nobodyuld take up employment at a lower
wage rate if the state always offers an alternatiVlae corollary of that is that nobody
who has an alternative would take up the EGP jabdemand for work provided by the
EGP would in effect be countercyclical. In timeshogh labour demand, i.e. times of
economic and employment growth the EGP would shrinktimes of low labour
demand, i.e. recessions, these programmes woublthdxn this aspect it would function
in a very similar manner to other social securityeiventions like unemployment
insuranceé.

TItis recognized however that there are a number of programmes in the world that in practice
guarantee employment such as the PSNP in Ethiopia even though they do not provide legal
guarantees, as in India.

® Since 2005 Millennium Development Goal has been expended to include objective 1b: Achieve
full and productive employment and decent work for all, including women and young people

° For more detailed theoretical discussion of Employment Guarantee Schemes and the related
concept of Employer of Last Resort, readers are referred to amongst others, Minsky, Mitchell,



2.2 Differences across the spectrum

Rather than describing in length what EGP are, ghidion highlights differences
across the spectrum: from the more conventionalipworks programmes with which
most policymakers are familiar, to EGPs at the oéral of the spectrum. This not only
illustrates the differences, but also highlights #ireas where EGP can result in better
performance of more conventional PWP.

2.2.1 Emphasis on employment

The main emphasis of employment guarantee progransren employment rather
than other objectives such as provision of infagtire, social security or mitigation of
the impacts of a crisis. This emphasis is basedthenvalue and importance of
employment in and of itself and the objective dfiaging full employment. Proponents
of EGPs see it is a key component of any strategyathieving and maintaining full
employment.

While there is a strong economic argument for fuihployment, probably the
strongest argument is one that transcends econo®amseties are based around the
notion that it is through work that we meet ouribaseeds: for food, housing, clothing
etc. Those we obtain these without working in galeand socially acceptable manner
can be considered rare exceptions as most do nwagaahis and suffer. And there are
far too few alternatives to obtaining these legdllyork is not available.

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
stigmatisation and in many cases pressures to aarmcome 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-emplogtan option for all. This is where the
State can enter as an ELR as it often offers theremaining alternativé.

From the perspective of the individual trying tdl $&s or her labour, there is also
the problem that every day unsold is lost forefR=ople cannot save their labour and to
use (or sell) it again tomorrow, every-labour dast lis lost forever both to the individual
and the economy and society. Labour is much lie@shable good, like produce or
seats on an airline that cannot be sold once tiptane takes off. One of the premises
of an ELR is that this permanent loss of unuseduammeeds to be minimised for the
benefit of the individual and society at large.

Wray, and Papadimitriou of whom an extensive set of papers is available on the EFE website:
www.economistsforfullemployment.org
10'5ee Wray 2007 for an extensive discussion on this.




Box: The effects of Unemployment

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: Development as Freedom, Sen, 1999)

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

‘This highlights the important role of the State managing the process of
integration into the global economy, and in engytinat it meets both economic and
social objectives. This role includes the provisadrclassical public goods which have
positive externalities such as health, educatiowl, law and order; the supervision of
markets and the correction of market deficiencies failures; the correction of negative
externalities such as environmental degradatiom;pttovision of social protection and
safeguarding the vulnerable; and investment insamdapublic interest where private
investment is not forthcoming.’

‘A Fair Globalisation: Creating Opportunities fall’; ILO 2004

Advocates of ELR interventions argue that this fioldudes 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 2009):
because the provision of employment is probablymiost effective way of achieving
many social development objectives and contributingocial protection. This emphasis
on employment and the social value of work diffieosn other perspectives with regards
to PWP, which see social protection, investmerttber objectives as paramount.

The emphasis and impact of EGPs is not only ondginentity of employment
however, but also often on improving the quality eshployment. In particular in
circumstances where working conditions are pootheeshce to labour legislation
minimal and incomes derived are very low, EGP hthe 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 EGP is
the approach to engaging with the labour markeaditional PWP have tended to take a
passive approach to the labour market and are o#texfully designed not to disturb the
labour market, even if it may be dysfunctional fouch of the poor population. By
providing an employment guarantee, EGPs on ther dthed, EGPs are intervening in
the labour market to address a form of market ffailin the process, significant scope
exists to achieve systemic impacts on this marketiays that make it function better for
the poor.



The approach taken to the setting of wage ratastilites this. In many PWP,
wages are set at levels below the prevailing watggesrand often below official minimum
wage rates. The most common argument for thisaiski setting the wage rate low, the
programmes become self-targeting — because onlgabeest people will work for these
rates, whereas higher wages could result in disptaat of existing economic activity —
where someone who is actually employed but at @lavage leaves their job to join the
PEP. In the latter context, the poor are likelyb® squeezed out of the programme.
Where wages are very low, the term ‘employmentbften avoided and terms like
“income- support, transfers, subsistence and ecmnassistance” are frequently used to
describe the payments made to participants (Subl28@3).

The choices made in setting wage rates in an E@Rilkely to have profound
impacts on the labour market as a whole. In Inftingexample, the NREGP has opted
not to be a passive ‘taker’ of the prevailing imhal wage rate, but has opted to pay the
minimum wage rate set for the agriculture sectgr.gBaranteeing a minimum level of
work at these rates, workers have been provideld avitalternative to prevailing wage
rates in the sector, which are often far below mimn wages and are often exploitative.
Providing such an alternative is likely to providefar more effective mechanism for
setting a wage-rate floor than attempting to dthsough enforcement of regulation.

This illustrates how an EGP can be used as antefaneasure to set the minimum
wage, by making its own wage rate the de factomum. If the programme offers work
at this wage rate to all who need it, people walldhys have an alternative to working
for a lower wage rate - whether formally or infoftmaAnd even if the guarantee is not
universal, or there is no explicit legal guarantdes effect would happen if the
programme reaches a large proportion of the ungragigopulation, as it also creates
bargaining power for the unemployed who can nowotiatg at least an equivalent rate
or threaten to go work for the EGP instead. Therevidence of this effect even without
the provision of an actual employment guaraitemd it can be expected that a
guarantee would only amplify the effect. Therefdt&Ps can have important impacts
on the overall wage rate and may be designed ténmeexthis impact.

This makes the setting of the wage rate for an Ef&ieally important as it has
much more far- reaching consequences than the raégaset under more limited PWPs.
A first approach is that the government decidepayp at the existing minimum wage,
such as in India. This rate varies significantlyogs states and in some cases is set
relatively low — even though many landowners g#ly below this rate.

At one level, it seems obvious that government wawdt want to undermine its
own legislation by paying below the minimum wag&here are cases however where
paying the minimum wage would have unintended aqunseces.

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, particularlagriculture. This trend away from
labour intensity in agriculture is well establishiedadvanced economies where labour
costs are higher and it is not an implausible autein developing countries.

1 see Devereux 2006 who presents evidence of this in Bangladesh and several states in India.



This would also not be in line with the fundamestal an ELR as the government
would in effect by acting as an employer of choregher than one of last resort.

In such circumstances, the setting of the wage batmmes more complex and
another approach is required. In such a case dewpof 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 ef ibservation wade The question shifts
from seeing the wage rate primarily as a self-tamgemechanism by finding the wage
rate at which only the poorest of the poor wouldviifing to work, to what is a
reasonable wage rate given the economic contextiremmime required to cover basic
need®’. The intention is not to justify a ‘desperationgej but to set wage rates at levels
that contributes to the goals of social protectiod poverty reduction.

The impact of EGPs on the labour market is not icedf to wage rates only, but
extends to other aspects such as minimum workingitons, availability of labour, the
labour participation rate and ultimately to theuetibn of un- and underemployment. In
many ways the effect of EGP on working conditiansimilar to that of the wage rate as
the EGP sets not only a wage floor, but also a imgrkonditions floor. It may enable
people to avoid dangerous work that does not ofégyuired safety measures, or
exploitative practices such as extremely long wagkihours. It is important of course
that the EGP offers a minimum set of standardsdmas not itself engage in dangerous
or exploitative practices.

There is also evidence that PEP may increase thamudaparticipation rate by
providing employment to those who would not otheevbe economically active. This
was the case in Argentina (Galasso and Rava?(fi8, Antonopoulos 2007) and there
is evidence that PEPs attract women who previowslyld not engage in wage labour.
Factors in this include the ability to work clogehtome and possibly on a more flexible
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
PEPs as short-term crisis responses to a longgerapective required for the design and
implementation of an EGP. This is because EGParatra crisis response, but are part of
longer-term employment and potentially also sogmbtection policy, providing
employment and some income security to those whoptivate sector cannot absorb,
whether in times of growth or recession. Essdtiaince the core argument for such
programmes is based on their role in employmentcyokather than simply as a
response to shocks, the focus shifts towards atlemmgy perspective; such programmes
then become an ongoing instrument of employmeratiomre, that will shrink and expand
as economic conditions change, but that will remarbasic level of capacity and an
institutional framewaork to remain in place.

12.5ee Miller et. al. 2010 (forthcoming) for a discussion on the factors being considered in South
Africa for establishing a minimum wage rate for the EPWP.

3 These are all factors that should also be taken into account when setting the overall minimum
wage as stipulated in the ILO’s Convention 133.



While EGPs require a long-term perspective, theacityp of all PEPs to respond
quickly to shocks is in fact greatly enhanced whbey are institutionalised as ongoing
programmes. If the institutional and human capadaitgieliver an effective PEP needs to
be put in place with every shock, the results amegally “too little too late” (Devereux
2004). Climate change, increasing environmentakses, in particular related to water,
population growth leading to people seeking to emlgea living in increasingly marginal
and risk prone areas as well macro-economic ingiaare all factors contributing to this
increasing numbers of crises and shocks. Figurel@wbshows the global trend for
natural catastrophes. Given this trend, maintaimirigsic level of capacity for the rapid
expansion of these programmes is not only pruderitprobably very cost effective as
even as an instrument to respond to shocks, titemrs® suggests that having a long term
perspective and functioning institutional and operal arrangements are hugely
beneficial in being able to respond quickly to dtwand catastrophes.

Figure 1: Trends in the number of natural catastrophes globally
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Source: Allianz** 2007.

Public Employment Programmes are better able to respond to shocks when they are institutionalised as an instrument of
employment policy

The Jefes programme in Argentina is often cited for the speed at which it was able to response to the crisis in Argentina in 2001:
but it was preceded by the Trabajar programme which was already a sizable programme and provided employment to over
400,000 people (Subbarao 2003). NREGP in India was preceded by MEGS as well as the national Jawahar Rojgar Yojnna (JRY)
programme. The Expanded Public Works Programme (EPWP) in South Africa was preceded by the Community Based Public
Works Programme and despite going into its second five-year phase is still growing.

Effective programme implementation requires experimentation and active learning from what works and what does not in a specific
context.

¥ nsurance 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.



A long-term perspective is also required for effextpolicy alignment and
integration. Aligning EGPS to overall employmentyestment and income/ social
protection policies is only really feasible if anfpterm perspective is taken. The
importance of this alignment cannot be underest@chat From a policy perspective
ensuring that growth is employment-intensive isical for ensuring that people do not
become permanently employed in the PEP and thaprigramme actually shrinks in
times of growth. From an operational perspectiga-alignment can often be hugely
problematic leading to duplication of functions gpalitical tensions, whether between
Ministries, or between national and sub-nationalegonments. This alone can be enough
to undermine the success of PEPs, as there amdog vested institutional interests in
seeing it fail. From an impact perspective aligntrismalso critical, as other economic
policies may be contradictory or counterproductwne this should be minimised.

2.2.4 Universality, rights and entitlements

Conceptually, the ELR approach has as a startiagige that programmes should
be universal, meaning that there should be noicgstrs to participation and any person
should be able to enter the programme if they saele This is a fundamental difference
with most other PEPs where the starting premisegdgerally 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 recognised that this is a very pigitl statement, as both “affordable”
and “critical need in society” will ultimately beefined by the local political process and
cannot be imposed. This paper merely provides appetive on these two issues for
policymakers to consider, so that the final decigia these issues is well informed.

Another important feature of an employment guamnspproach is that it
incorporates a rights based approach, and is trereflesigned more from the
perspective of individual entitlements than purélgm a macro perspective. The
objective shifts from a focus on reaching a certaimber of people or a percentage of
the unemployed, to reaching all those who may recghie employment provided by the
programme. While in practice there are limitatiamsachieving this and some level of
rationing of employment is usually required, thghts based approach is important in
guaranteeing a minimum level of employment and imedo programme participants. It
is in its objective to be universal and rights-lehsend provide guaranteed income, that
EGPS are similar, and align very well with objeet\to extend social security coverage
as advocated by the ILO (ILO 2009).

In practice, no EGP has yet been able to be tmilyeusal. This is a reflection of the
political and fiscal context in which these progmes compete with other policy
priorities for resources - and can be perceivegasentially 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. So all programmes knownasohéve created some level of
rationing as illustrated below. Many of these naitiy approaches are similar to targeting
approaches used in PWP.
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Table 1: Types of work rationing

Type or rationing Description Example
Geographic Only limited to a specific area or type or ~ NREGP in India only in rural
area, such a rural areas, or specific areas, PSNP is only implemented
states municipalities, or spatial poverty in District 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
your 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 NREGA 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
Households, Only food insecure
households

define specific household
characteristics for eligibility

Part time work

Work is not full-time but limited to a few
hours a week

Jefes: 20 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
days

Only 100 days a year in NREGA,
5 days per household member
per month in PSNP

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 produgtiahd the social costs arising from the
loss of self-respect, social alienation and exolushat characterise 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 delivatescope of all of these to contribute to

15 KKV refers to the Kazi Kwa Vijana Youth Employment programme in Kenya that provides
employment exclusively youth between 18 and 35 years old.

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

Y The Jefes de Hogar Programme in Argentina was initiated after the financial collapse in
Argentina in 2002
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pro-poor growth, and the range of other social ecwhomic multipliers associated with
their implementation.

From an economic perspective, however, the idedahef 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 employment

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 thatmpleyment is an acceptable price to
pay for low inflation. While high inflation certdin does not benefit the poor, this is
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 thisevaf, and to prioritise 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 noaligonstraint 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 avoided

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; the criticaleissuwhether the need to address
unemployment is able to mobilise an equivalentlle¥éiscal commitment.

In this context, there is an important distinctimnnote with regards to the fiscal
implications of an employment guarantee programsiepgposed to a more conventional
form of PEP. PEPs are generally financed baseal specific budget allocation decided
upon by a government as part of its normal budgetess and the scale of the
programme and the way it is targeted are determimgdudget allocations. The
implication is that programmes scale is not deteealiby the demand for work, but by
the supply of funds.

An EGP on the other hand requires that the scalleeoprogramme and the amount
of employment it offers be based on the actual aehfar work. Hence the budget for
the programme will need to be adjusted to meet dbimand; increased if demand is
high, but also decreased when demand is low. This implications for the fiscal
position of government, as it is not able to fudbntrol its expenditure on an EGS. It can
be expected that budgets required will be higheeaessions because of higher demand
for these programmes, and lower times of employmgnowth in line with the
countercyclical nature of the programme.

18 For more on this topic, readers are referred to Mitchell, Wray, and Kaboub, available on the EFE website.
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This important distinction can be used as a basisategorise programmes. There
can be supply driven programmes whose scale isetefby a specific budget made
available for the programme and may not be abigroav even if there is demand from
people to work in the programme that cannot be ®etthe other hand there are demand
driven programmes whose scale is determined bgehgand for the work it offers, and
if more people demand work, the programme expamdseet this demand.

3. Programme objectives and policy alignment

3.1 Programme outputs and development objective

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

= Employment (for participants)
» Income/ transfer (for participants)
= Public and/or social goods and services, incluéigg infrastructure;

These main outputs of PEPs support core developoigattives, including poverty
reduction, the reduction of unemployment, increassxzkss to basic services, social and
economic inclusion, and achievement of the MillemmiDevelopment Goals. PEPs can
also be delivered in ways that target disadvantagedps such as women or youth. This

ability to impact on multiple objectives is a kayength of these programmes, and makes
them highly desirable from a policy perspective.

Employment
Policy and
Reducing

Unemployment

Social Protection Addressing
i Deficits in
and Social

S Public B Senes
Employment
Programmes

Crises Responses

and the Global Rzgz(;;it:n
Jobs Pact
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3.2 Policy alignment and integration

The scope for PEPs to impact on wider policy ptiesiin relation to employment,
income transfers/ security and the creation of ipiddsets are all affected by whether the
programme is long-term or short-term. When prograsinare longer-term, the
importance of alignment and integration increasésd it is therefore important to
distinguish between these two. In this contexgratient focuses on the policy level and
ensures that there are no critical differences &etwprogrammes that have similar
objectives. An example of this is where differer@pdrtments of programmes use
different definitions of vulnerability for targetinpurposes leading to the exclusion of
individuals.

Integration in this context refers to cases whbegd is also the need for different
programmes to work together on an implementatiah gperational level. An example
of this may be the integration of technical tragnion scarce skills by one department
into a public works project run by another departtne

At the policy level the following questions typligaarise in the course of planning
and designing PEP/EGS:

» Where does PEP fit in relation to policies andtegi@s for employment
growth, for improving the quality of employment afat reducing under and
unemployment?

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

= How do they fit into an overall redistributive poJi?

= How do they link to issues like minimum wages, poyvdines and social
security?

= How do they fit into overall strategies for infrastture delivery, financing and
prioritisation policies?

» How do they complement other public and commurgtyises?

» How can services provided best be sustained anetsasseated best be
maintained?

» How are these programmes funded in the long rum@ubi infrastructure or
services budgets? Or though social security budgetd anti-poverty
allocations? International aid?

Ideally, all these questions would be answeredtitugiring PEPs to align with the
overall policy frameworks and programmes on indrepsemployment, improving
income and provision of infrastructure and servicBging this is not only important for
the design of the PEP but is also critical for dinidy support for a programme that is
recognised to be aligned to other policy prioritieghat it either actively contributes to
achieving these objectives or at least does notemmide other policy priorities.
Common concerns around PEPs in that they crowcdthdr investment or impact on
labour supply for other sectors of the economylm®t addressed by dealing with these
guestions of integration head on.

In practice this is difficult for a number of reaso

= Policy integration is always difficult and PEPs ateexception.
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= Programmes with multiple objectives are almost gbagubject to trade-offs
between the objectives and balancing these tradesodlifficult both
technically and politically.

» There are institutional and operational challerayasin some cases limitations
that are often underestimated and hinder implertientaf integrated policies,
resulting in these policies being abandoned osesli

Effective integration can happen and will generallyrk best when the challenges
and limitations are recognised up front. This Pamgempts to address these issues.
Before continuing on issues on integration of PEE wider policies and objectives,
some discussion on the key outputs listed eadigrarranted.

None of these focus areas are wrong of coursewbat is important is that this is
clearly articulated and that the trade-offs betwtese outputs are taken into account
when programmes are designed and implemented. gpreaches to the formulation of
these objectives will be discussed first. The traffie will be discussed further down.

3.3. Managing multiple objectives

Different approaches to designing and analysingsP&ERtch the relative policy
priority given to their three core outputs: emplayt incomes and assets and/or
services. These approaches often have a thednatiderpinning that either implicitly or
explicitly prioritises one of the three outputs pwghers. The most common approaches
are informed by the following perspectives:

* An ELR perspective considers the employment oudpugaramount (Wray
2007, Mitchell 2002, Minsky 1986 etc.);

= From a social protection perspective, securitynobme and transfers take
precedence (McCord 2009, Subbarao 2007, Deverdd) 20

= A Labour intensive investment approach typicallypbasises the quality and
nature of infrastructure or services provided (MimBieon 2004, Islam and
Majeres 2001, Edmonds 2009).

These three approaches are also summarised in Aablelow along with an
“outcome driver” for each of them. The outcomervdriin this context can be seen as the
overarching rationale for why a government may #&dap particular approach.
Understanding these approaches and how they imdugsrogramme 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 sociatiegtion for instance the programme

19 The difficulty that may arise around objectives and not articulating these accurately is exemplified by the
review and analysis of the EPWP in South Africa. While the programme on the one hand articulated a number
of objectives, including employment creation, skills development it also had a very specific quantitative target
of providing at least one million work opportunities over its 5 year life time. Despite achieving this target
within a four rather than five year time frame some analysts still refer to this programme as a failure as it did
not meet all the various stated objectives, while at the same time the South African government lauds it is a
success, albeit recognising a number of shortcomings the programme is aiming to address in its second phase.
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objectives with regard to infrastructure provisiand maintenance are typically more
modest.

The potential tensions between programme objectwesillustrated by Ghose et
Al.:

“.... Developing countries have often attempted ttuce poverty by implementing special
public works programmes or employment guaranteerses. In principle, these
programmes can constitute investment programmeth&non-formal segment. In practice,
they often function as mechanisms for transfer gagmto the poor. Transfer payments are
important since the desperately poor need immedetef, but they should complement and
not substitute for investment in the non-formahsegt. Use of public works programmes or
employment guarantee schemes as mechanisms fefdrgrayments obscures the
perspective. A clear distinction needs to be maieth between programmes for transfer
payments and programmes for investment.” (Ghoséit ktad Ernst 2008 in the Global
Employment Challenge)

Particular problems are also faced in relationdfinihg programme objectives in
programmes. Rebuilding infrastructure and progdemployment to secure incomes
may be a primary objective in some crises, paiitylin 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 o€l steep rise in food prices as
was the case in 2008; programmes may want to focugroviding a transfer that
supplements other income.

Clear articulation of programme objectives and nitiés is important for the terms
on which they are evaluated. Those looking thrquglyrammes from a social protection
lens often criticise the relatively limited socaotection impacts of programmes where
the investments are primary. On the other haragelprimarily interested in investment
in infrastructure and assets often criticise th@egrammes for not producing quality or
cost effective assets.

Similar tensions apply in programmes focussed amkgervices. For example, in
South Africa there is ongoing debate about the usioh of Early Childhood
Development as part of the public employment pnogne, because of concerns that the
priority given to employment outcomes is at theenge of quality care.

Such tensions can be addressed by clearly defisgpgrating and articulating the
objectives of a programme, designing it to meesehebjectives, and monitoring and
evaluating it against them also. And while this rsgefairly obvious, in practice
programme objectives are often defined in a rath@&ccurate fashion and programme

design often does not match all the objectiveslitepto problems when programmes are
evaluated.

Table 4: 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 Mobilise surplus Provide a minimum Public investment in
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Objective

Micro objective

“Outcome Driver”

labour for productive
activities

Provide a minimum
level of income
through providing paid
work

Reduce
unemployment

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

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 objectives. It pxaes the implications for the
prioritisation of 1- - reducing unemployment, 24sdgrotection, 3- poverty reduction
and 4- provision of assets or services.

4.1 PEP and unemployment

The previous section made the distinction betweergrammes 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 themefinat the programme avoids deviating
from established employment norms. Unlike prograsirthat provide transfers that
create work under special provisions and often doatvide by basic labour legislation
such as minimum wages and health and safety reneirs, employment programmes
should do so, although there may be exceptionaueistances where full compliance
may not be possible. The section on Wage Ratesxgsred this issue with regards to
minimum wages to be paid, but in general it would st if these exceptions are
avoided and that unemployment is reduced in a eedracceptable manner.

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

A clearly articulated objective around reducing mpéyment 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 clearly state this.

The table below aims to assist the diagnosis ofntteire of unemployment and
underemployment and highlight particular designtuess of PEPs that can assist in
reducing them. It also provides possible complaargn programmes that when
implemented together with the PEP can increasedés&ed impact significantly. The
manners in which unemployment and underemploymeet used in the table are
explained in more detail in Annex A.
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Table 7: Un- and underemployment Chracteristics and Responses

Unemployment

Involuntary part-time

Underemployment

Low wages/ poor

Cyclical Long-term Structural Frictional "Specific" Seasonal Casual conditions Low productivity

Description Unemployment | Period of Skills mismatch, | People are Unemployment Work only People are working | People are working
due to unemployment is unemployed unemployed for | concentrated in available in People are full-time (or more) | full time but their

economic long (more then 6 lack of skills to a short period, regions, or specific employed for a but at (extremely) | productivity to too

cycles, lack of | months), high take up people among definable | periods and no | limited time only low wages and low to generate
employment is | surplus labour and | available jobs switching groups in the work outside although they are under poor sufficient income
temporary and | large number of between jobs labour market those periods willing and need to conditions
picks up when discouraged (also called work more
economy workseekers transitory or
recovers wait

unemployment)

Context Economic Conditions with Rapid changes Periods of Youth Agricultural Only casual Workers paid Productivity so low
slowdowns large amounts of in technology unemployment | unemployment, areas with employment below minimum that employer is
and recessions | surplus labour and | and skills have are typically high rates of clear peak available, much wages, not able to pay
where insufficient capital become short and unemployment seasons, areas | time spent looking exploitation where | higher wages.
employment formation for the redundant, associated with | among women with tourist for work in between | productivity could Often "self-
shrinks market to create education and time it takes or ethnic groups, | seasons, casual work warrant higher employed" in
temporarily sufficient training systems | unemployed to | specific regions manufacturing | resulting in a low wages, work in informal sector,
until economy employment that fail to find another with high and retail number of days (in)formal sector subsistence
starts growing create a job. unemployment employment in | actually worked with no adherence | agriculture, fishing
again workforce that Unemployment | leading to some to labour laws etc.

can meet often voluntary | outward countries
demand for migration
skilled labour

EGP design Rapid Creation of longer Provision of Offers short- Programmes Provision of Programmes that Programmes with Programmes that

elements provision of term employment, | flexible work to term targeted on work during create short-term minimum wages offer (part-time)
work in creation of assets enable workers employment youth, rural "low seasons", | work to increase above prevailing work at minimum
sufficient scale | and provision of to enter with allowing people | areas etc. provision of overall availability (unacceptably low) | wages and focus
to stimulate social services to current skill to bridge gap Provision of day assets and of work, wages. Large scale | on addressing
demand assist in levels and between work care for women services to programmes that to offer real causes of low

addressing afford training during work, assist with provide regular and | alternative, productivity
deficits, increased programmes. flexible and part | minimising predictable work, creation of assets (natural resource
demand to be Include training time work to seasonal work during "off- and provision of rehabilitation,
matched by as a work complement variations hours" (evenings, services to enable irrigation)
budgets activity other activities Saturdays) other activities

Complementary | Unemployment | Cash transfers to Training Placement Wage subsidies Cash transfers | Cash transfers to Legislated and Cash transfers to

interventions insurance and complement programmes, programmes, for the target to complement | complement enforced minimum | complement
benefits income from EGP bursaries, improve group, training, income income (particularly | wages and income, improved

and to reach those | training information targeted cash (particularly child support), employment access to capital
not able to access subsidies, availability, transfers, day child support) placement conditions and training to
EGP placement unemployment | care to enable programmes to increase
programmes, insurance women to take minimise costs of productivity
educational up other looking for work
reform and available work
enhancement
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4.2 PEP and 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 exteBP can contribute to this goal. The ILO
identifies the following two elements as part af gocial protection floor:

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

= Transfers:a basic set of essential social transfers, in aashin kind, paid to the
poor and vulnerable to provide a minimum levelrmfome security and access to
essential services, including health care. (ILO200

PEP can make a contribution to both these elenwdritee social protection floor. In
terms of access to services, these programmeseaisdal to invest in the infrastructure
required to provide such services, and may alsabibeto invest in the services themselves
by employing people to assist with the provisiohe#lth and education related services in
particular. Not all infrastructures delivered by HRE necessarily contributes to social
protection: this is a design 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 padrdiprely on it or is it simply a short-
term injection of funds — a kind of ‘windfall’?

Is there an entitlement to the income, howeverithiargeted or qualified?

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. (Marca@&ii).

There are also important questions about the npgsbariate 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.

The need for a complementary social transfer for households with no one able to work: the case of Malawi’s Social
Action Fund

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 (as well as in
Ethiopia) 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. This experience demonstrates the risk of
assuming labour- constrained vulnerable groups live in households where someone is able to work.

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 with 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.
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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.

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.

SOURCE: McCord (2005a), quoted in Samson et al 2006

From an employment policy perspective, howeverngle a different set of concerns
in defining PEP as part of social protection, amelincome earned as ‘transfers’. Instead, it
is argued that it is important to recognise thdedifnce between providing employment
(and the income associated with that) and providimgncome transfer. Programmes that
provide employment under a defined set of employtneenditions including a particular
minimum wage should not be seen as providing axsfex’. Of course those working
derive income from this work, but this is earnecbime, and in essence the same as income
earned by all other people who are employed. iflgisme does of course contribute to the
social security of those receiving it, but classifythis as a ‘transfer’ undermines the work
component of the programme and reinforces the pgotethat 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 ilindifferent contexts. The classification
of what is recognised as ‘work’ also varies betwedferent social contexts, also, with
care-work providing an obvious example of thisidiffty: in many societies, much care-
work is not recognised as ‘work’ or remuneratedptimers it is.

These debates link also to wider labour market @sbavith those advocating greater
liberalisation in the labour market often arguih@ttprogrammes paying at low levels or
(or ‘desperation’ wages) do actually provide emptent and that the low wage rates
actually reflect more accurate market wage ratas thartificial” minimum wages. On the
other hand, those who oppose deregulation of thmula market argue that these
programmes should not be considered “employmentthas would undermine existing
labour legislation and rights, but are a form ofguty relief.

The distinction between PEPs and conditional castster (CCT) programmes with a
work condition attached to them is therefore a dempne. For example, there are various
interpretations of whether thdefes programme in Argentina was an employment
programme or a cash transfer programme with a worlditionality to it (Miller et. al.
2010).

By contrast, NREGA in India guarantees income tséhwho request work but where
the state fails to provide it. In such circumstantieose who have requested work are
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entitled to an unemployment benefit, effectiveliransfer. In this way NREGA combines

the provision of income through employment withame through a transfer if employment

cannot be provided. The PSNP in Ethiopia alsoigesva combination of employment and
transfers — providing employment to those who rawglus labour, and a transfer to labour
constrained househofds

From a design perspective therefore there are quifew issues and options to
consider in designing programmes to contributeotwas protection.

With regards to providing income there are concalptuhe following choices:

The programme providesmployment, at minimum conditions and wagedrom
which participants derive income that contributeghteir social security. In this context
however the programme does not really contributeottstructing the social security floor,
but in practice reduces the need for this floor.

The programme providesti@nsfer to participants. This transfer is on the conditidn
work, but is not a wage and can thusbstow the minimum wage levelbut does not
necessarily have to be). The nature of the workften somewhat “borderline” These
programmes are common, but often of short-termtaurdecause of their ambiguous, and
somewhat controversial nature especially from adabegislation perspective. They are
most common as responses to crisis and often cbimed afterwards. Although common,
the question is not only whether these qualify as of social protection — but also whether
they should qualify as PEP.

The third choice is around providing some kind ogantee of income to participants
in case they are not able to work, thus providinthtemployment and income security in
the absence of employment. As described earlieNREGA income is guaranteed in the
case the state is not able to provide work whil&timopia’s PSNP programme, income is
guaranteed in those instances in which the houde$olot able to provide labour.

4.3 PEP and poverty reduction / alleviation

It is argued by some that the difference betweetiab@rotection and poverty
reduction is increasingly blurred (Devereux 20083 & the context of PEP can even be
interpreted to be the same (McCord 2008). Howegeone approaches this issue, both
macro and micro aspects are important in the desigtEP. On the one hand there is the
micro objective, of how PEPs reduce poverty atinké/idual or household level. Whether
the programme reaches 5 percent or 50 perceneqidbr, it matters what impact the PEP
has on those that it does reach. The Productivetyshiet Programme (PSNP) in Ethiopia s
a good example of having clear micro objectivemsofeasing household food security and
prevention of 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 &ewae¢ reduced, i.e. whether just 5 or 50
percent of the poor their situation is improvedefghis a potential trade-off between these
micro and macro objectives of course as maximitnegmpact for the household typically
means more resources focussed on fewer houselaitds, leaving fewer resources to
enable expanded coverage.

%% These households may be labour constrained because they are single headed or child headed
households, members may be pregnant of lactating or not able to work dues to illness or age.
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The greater the level of continuity, predictabilipd income transferred, the greater
the contribution to social protection and to théuetion of poverty is likely to be. Where
PEPs are short-term, they have been criticisedifity providing temporary relief, with
people sinking back into poverty once their oppaitiuin a PEP comes to an end.

While this may be the case, the effect is not adatiwat 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 itrtaintain levels of resilience. However, the
shorter the duration of the programme and the IdWwerwages the more this criticism is
likely to be valid.

Important as the wage rate is, it is not the orgyetminant 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 maximising the ligagfarticipants: one is to increase the
income through the wage rate. The other is throomhimizing the opportunity and
transactional costs of participating.

The most common important transactional cost issuesually the location of work
and hence the costs of getting to work. For thésoa, many programmes are designed so
that ‘work’ is kept within a 5 km radius of wherargicipants live. This measure alone has
significant impact, allowing those in communitieavcannot travel to work to take up
work and often results in an increased labour giggtion rate (Ref Argentina, Kenya, and
NREGA).

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

PEPs are also able to target groups that are plarii vulnerable or disadvantaged
and are often difficult to target with other intentions. PEPs can be targeted in specific
geographic locations with high poverty rates fatamce. Furthermore, if programmes are
universal they make it easier for the most vulnierad benefit for these programmes, as
they are not competing for opportunities with thésat are better off and generally more
empowered to take advantage of work that is beiageravailable, thus minimising the
exclusion that occurs on non-universal programmes.

4.4 Provision of services and assets

In some programmes the provision of services asdtads considered the primary
objective. For these programmes budgets are typiabocated on the basis of particular
services to be provided or assets to be creatdwkseTactivities may then be designed to
maximise the employment to be created in the peoégroviding these services, but the
duration of the employment created for instancé laibely be dictated by what is required
to provide the service, not the need of the taggeup.

21 Devereux (2003) argues that while small transfer make small impacts, moderate transfers can
make big impacts as they start enabling savings and investment in the household.
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Such an approach is not easily compatible with @k Eas they are not responsive to
fluctuating demands for employment as EGS should b&hey can however be
complementary to an EGP in the sense that theyirmpase the aggregate amount of
available employment and thus reducing the requcale of the EGP. In practice this
would entail having two parallel programmes. OwpeuSing on raising the aggregate
employment created through government investmenisake them more labour-intensive
and an EG that would create additional employmemt those who cannot be
accommodated on the other programme.

Some aspects, in particular the recruitment onetfpeegrammes would benefit from
integration however, whereby all those seeking vapgly centrally. They can initially be
directed to existing labour-intensive projects, amndly when these projects are not able to
accommodate more people, additional EGP projectsldvbe added to ensure that the
employment guarantee is put into effect.

5. Operational issues

5.1 Programme constraints: complexity, costs and
capacity

There are a number of issues to consider when avesrfrom the relative comfort of
theoretical EGP to their implementation. Thesadsgelate 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 need to be planned and
resourced.

In addition to what may seem to be purely operalieoncerns 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 infimerib this regard than may be
anticipated. Given that PEPs are complex prograntoedesign and manage, a key
question is whether similar objectives can be agten simpler and possibly more cost
effective ways:

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

= [f 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 the clear
policy priority that PEPs have a clear policy adege.

= |n practice, however, many developing countrieg facomplex combination of
all of these priorities, including for example duplabour, poorly functioning
labour markets, widespread poverty, infrastructure service deficits, poor
governance with scope for corruption — as wellraguently occurring shocks and
crises. This makes PEP an attractive ‘multi-purppsbcy option - as
demonstrated by their widespread and repeatedTisie.in turn means that
complexity is unavoidable: with significant implicans for the need for clearer
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planning, design and execution — and the capac#igsred 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 capacitypdaice: but this has often proved to
be a dangerous assumption, responsible for marmgms in PEP, be it poor
guality assets and services, programmes that igevier scale, or widespread
variation of programme quality within one countfyart of the problem, in
infrastructure-based programmes for example, is #irece government already
manages large infrastructure portfolios it is ofssumed that adding an
additional set of activities will require only lited additional capacity.

» There are two flaws with this assumption. The fsghat in most developing
countries existing capacity to manage and delivigastructure or services is
already overstretched. The second is that theggammes often require a level
of dedicated capacity if they are to go to sc&@e.putting in place and building
capacity should always be part of the implementagivategy. But what are the
capacities typically required?

= Although these vary from country and to countryd are influenced by the nature
of the government and the institutional arrangesieht following key capacities
are required:

= Economic/ Fiscal: Make the case for programme bisdgemonstrate economic
effectiveness of the programme

= Political/ Popular: Build political support for thgogramme, communicate
programme impacts and benefits, and rights

*= Planning and coordination: Coordinate programmgities between different
ministries, and state and local governments

= Programme Management

= Project Management including contract management

= Accountability and transparency

» Technical (Sector specific): Design and ensureityual interventions

= Community engagement and mobilisation: ensure lpagtlcipation fair
recruitment, inputs in prioritisation of activitiesd identification of projects

» Reporting, monitoring and evaluation: Ensure theapacity to report on
activities, collect and analyse reports for impngvprogramme performance and
decision-making and evaluation to assess prograimm&cts and enhance
programme design.

5.2 Trade-offs and complementarities
In practice trade-offs on these programmes are stinmevitable as avoiding them

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

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.
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- 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
not be finished in the end.

- 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 tradeioffsractice really determines
their nature, more than what they are called ortwhe programme objectives state and so
both programme designers and analysts would doteeliudy and understand them more
carefully to ensure that programme design follonggpamme intention and not the other
way around.

Table 7: 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, lower wages
reduce the impact for each participant

Leakages

Self selection may result on participation of those not in target
group- Rigorous selection carries costs

Share of wages versus materials

High labour intensity with lower quality / standard assets/ lower

labour intensity with more material input and 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

Centralisation versus Decentralisation Which of these is more efficient and effective depends

significantly on the local institutional context.

Force account with higher labour share but dense backstopping
requirements or sub-contracting to SME and local consultants
leading to lower labour share

In addition to trade-offs there are also complemetes with other policies and
programmes. EGPs and cash transfers are oftensdisd as alternatives to each other,
while there is no reason, either in theory or iactice, why they cannot co-exist. In a
paper comparing potential cash transfer and joltiore programme in Kenya, Zepeda
(2007) finds the impacts of the two interventioasbe different in terms of the impact on
urban versus rural unemployed and the extreme pdbe irony is probably that these two
types of interventions could be highly complementdihere is increasing evidence of this
around the world, with the Productive Safety Neigfamme (PSNP) in Ethiopia probably
being a good example. The potential impact of daing the two and designing them to
be complementary is one of the most exciting patiegllenges lying ahead.

How trade-offs are best dealt with or how completasties are best achieved often
boils down to programme design. The next sectidlh therefore discuss programme
design issues in more detail.
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6. Types and nature of work to be done

Deciding on the focus of work in PEPs is a key giesssue. The work undertaken can
vary significantly and this has implications forstocapacity and complexity. The activities
in the following areas have been part of PEP:

= Infrastructure

= Environment

= Social

= Community Works (Multi-Sectoral)
» Training related activities

Before these different types of work are discus#eild, important to discuss that the
decision on which work activities can be includeeh ®e made at various levels. In some
programmes, these decisions can be made centalllyprojects are decided upon at the
national level. In other instances the decisiokingacan be more decentralised and only a
set of criteria or principles are designed at @@l level. The multi-sectoral programmes
discussed further down are most likely to emergdeoentralised programmes, while the
more centralised programmes generally result iremsector-driven programmes.

6.1 Lessons from infrastructure programmes

PEPs have been used for the construction, refmlmht and maintenance of
infrastructure for many years and extensive expegeexists in this regard. The
Employment Intensive Investment Programme (ElIP)tre ILO through itsAdvisory
Support, Information Services and TrainifdSSIST) programme has created large
repository of research and documentation on theulabased approaches, technologies and
the types of infrastructure that can be build amdhtained using these programmes.

The long history does not imply however that théddf has not been dynamic and a
number of areas are worth highlighting. Technictilgre is the area of constructing higher
standard and urban infrastructure using labourédasethods on which technically
significant progress has been made in South AfricBhrough this work the scope for
construction of especially high standard roads ital@our-based manner has increased
significantly. There have also been developmeahtge of which are discussed in more
detail below, as they all have important lessory®bé infrastructure related work.

6.1.1 Use of local consultants and contractors

A key development in the use of labour-based metloodr the past 25 years has been
the increased involvement of private contractorsfoBe this, labour-based methods were
implemented on a large scale without contractorsutfh the use of force account
operations where government would hire labour tliyeand also provide the technical
supervision themselv@s However with the downsizing of governments and thive
towards contracting and outsourcing in the 1990id aarly 2000’s a shift took place
towards using local consultants and contractorslasign and implement labour-based
projects. This trend is largely continuing. Theesience with the use of contractors has

22 see for instance research at the University of the Witwatersrand and the Council for Scientific
and Industrial Research (CSIR) (McCutcheon and Taylor-Parkins 2003, CIDB 2007)
BThe Kenya Rural Roads Programme and the MEG are good examples of this.
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been mixed however and it should not be assumédhbaise of contractors is always the
better option.

Some lessons from India and South Africa are vaduaibthis regard. The first lesson
is that in the normal contracting approaches ofphsum or unit rate tendering; there is
essentially a bias against the use of labour-basetthods, especially on larger projects.
One of the main processes driving efficiency ands tprofitability for contractors in civil
engineering works is economies of scale and tylyidal larger quantities of work, larger
machines are used to increase the efficienciesolwraiased methods do not allow for
economies of scale however, as once overheadshegreminimised, the unit rate cannot
be reduced further, no matter how big the workt &s directly proportional to the number
of man-days required.

Contract conditions can of course be used to foargractors to use labour-based
methods for specified parts of the work, but thpegience in South Africa was that this
requires intensive project management from the sid¢éhe client/ state. In particular
during the contract implementation there is a rteadtensively “police” projects to ensure
that machines are not used where not allowed.

The second lesson is that in order to have theulabased work executed in an
efficient manner, specialised contractors and sigany staff are required who are trained
in the management and supervision of labour-basellsy Many countries, often with the
support of the ILO, have embarked on such traipirggrammes for small contractors and
their staff. These training programmes typicallyguiee substantial management and
investment by the State.

These requirements for intensive project managemedtinvestments from the state
suggests that governments should carefully condlidér role in project implementation, as
there may be circumstances where the governmentdwo® better off to implement
projects themselves, or at least take a much nuneeaole in project implementation and
be much more directly in control of the labour-imgiy of its projects.

This does not by any means suggest that contrastiogld be banned completely
from labour-based works, but that there shouldvisreness of the challenges and potential
pitfalls.

Where government capacity is constrained, the tisgbour only contractors may be
an option as this poses limited risks. In laboumti@cting, contractors essentially compete
around the management and administration of labsua@d those who can hire labourers,
administer their contracts and pay wages mostieffity would be awarded tenders and
this would relieve the State of all these dutie=chinical in-house staff can then concentrate
on the technical supervision and procurement ofenas. Other approaches to be
considered are community contracts in which comtresiiorganise and manage much of
the works themselves. Community contractingaisparticipatory process whereby a
community group negotiates with local governmentaodevelopment programme and
enters into a contractual agreement in order toedake an activity that leads to an
improvement in their livelihoods. The main diffecenwith “conventional” community-
level project activities is that the contract agmio is based more on partnership relations
than on “provider-recipient” relations. A procedsnegotiation and bargaining is essential
to arrive at an agreement, or contract, that isfeatory and feasible for all parties. These

% 1n India under the NREGA contractors have been banned, largely for the reasons above. The
experience was that getting the desired percentage of spending paid out in local wages was too
difficult when contractors were being used.
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negotiations between public administrations onathe hand, and community groups on the
other, strengthen the social position of targeugsoin the unorganised sectors, and thus
provide the basis for a more democratic and eaual Df partnership. If well designed, the
contract approach is likely to strengthen the ctie capacities of the poor to act as
partners in development, and to enhance accouityatdilpublic administrations.

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

Another important lesson from infrastructure progmees is the macro-economic
impact and a study that is in particular worth rimrihg is one based in South Africa done
by McCord and Seventer (2004). Using data from tildel comparison between the
financial and economic costs of machine-based selaour-based road construction as
well as a Computer General Equilibrium model, tHéea of shifting infrastructure
expenditure from machine-based to labour-based medgelled. The table below present a
summary of the results.

Table 8: CGE Results

I 2 3 4
P
fsbour  Machine |[Labor  Maching [FcWing
Buad  Haund  [Baad B e
Method  Method |Method  Method =
sed
million
Direct  Direct [Total  Total |unless
lotherwise)
T CAP 216 216 386 1345 Pl
2 LABEPWP 781 28 (781 228 553
3. LABLowSkill 0 0 236 220 7
3. LABMedSkil 166 205 592 622 30
5. LABHiSkil 300 w0 2 610 12
5. Gross sectoral oulpat 500 TR U7 [ R 1<)
7. Output multiphier 1.6 15
8 GDP 1462 950 [6lS 3033 53
o, GDP multiplier 12 10
10. % of GDP 0%  01% 034w 028%  posw
1. Government inc 345 380 030 1021 |19
12. Imports 268 425 1452 1488 36
13. % Ch in 0.20% % 0% 2% 0% RI%
14, % Ch in 20-50% L% 0% [12% 0% s
15. % Ch in 50-90% 00%  00%  [02% 0% 0%
16. % Ch in 90-100% 00%  00% 2% 0% fom
7, Employment EPWP (full _ _
time jobs pia) 104384 25543 [104384 25543 (77767
18, Lowakilled 0 0 L123 2769 3
19, Mediumskilled 2027 2513 [8456 8288 |68
20 Highskilled 084 o84  [1435 3177 pss
2. Total 105847 28565 [117,850 39303  [18.547

Source: McCord and Seventer 2004

Analysing these results further yields some vetgrasting additional results. Firstly
the increase of approximately 79 000 full time &glent jobs from 25 565 to 105 847
without increasing overall expenditure of R3 bitlits highly significant in and of itself. It
means government has reduced the cost of creafulfjtane equivalent from R76 330 to
R25 456 and it would be hard to imagine a more etisttive way for the government to
generate employment.
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The second important aspect to highlight is thegase on overall GDP generated by
this shift. The research estimated that the shofiild represent 0.05% of GDP. This should
be evaluated against a total spending of R3 billidrich accounted for about 0.3% of
GDP. Furthermore the increase in the number of lpeemployed as a percentage of the
total number of people employed would be about Hf/summary the results suggest that
shifting already planned expenditure representb@ut0.3% of GDP from machine based
to labour based, would increase GDP by about O.hébiacrease total employment by
about 1%.

All of this would suggest that it certainly makesoromic sense for governments to
have an increase in the labour intensity of thetestments as part of their employment
strategies and public employment programmes. As dkperience described above
suggests, this shift is generally best achievedgbyernments themselves driving this
process, with limited involvement of contractorsosé interests are typically not served by
such a shift. Also suggested by McCord and Sevesuteh a shift alone is generally not a
sufficient measure for addressing unemploymentabfiewving full employment, but the
figures would suggest that it can make a valuabte sagnificant contribution. Findings in
other countries like Madagascar and Cameroon halgeg similar results (van Imschoot
2006, Yemene 2007). Incorporating this approacHdcthus be an important strategy for
creating additional employment and containing theerall budget required for the
implementation of any EGP. But it also suggests ithereasing the labour intensity may
also be an option in other work activities and widogé worth considering.

6.1.3 Choice of assets

Which assets to create or maintain, and who makesdécisions in this regard, is
another key aspect of infrastructure programmes th#uence the impact of the
programme. If the impact of the programme on thar fis to be maximised, then the assets
created should also benefit the poor. If on theeohand these assets primarily benefit the
non-poor, then the impact of the programme wilkéstricted to the income earned by the
poor through their employment on the programmevgiets.

There are various approaches possible to decidihghwassets to invest in or
maintain. At the one end, these decisions can &denat the central level, typically by
government departments responsible for these asdetsds departments may simply
decide which roads to maintain based on their iegjgtlans and priorities. The extent to
which these plans and priorities were identifiedconsultation with the poor and local
communities varies considerably from country toragoy but it is fair to conclude that
when these decisions are made centrally, therebeithany cases where the assets created
provide only limited benefits to the poor.

In particular in the case of infrastructure progmas that focus on re-orienting
existing budgets, the decision-making on the asgeisvest in will typically be made
centrally, or at least by the relevant departmesgponsible for this type of infrastructure.
The degree to which these will benefit the poot délpend on the overall focus of the poor
of that particular department, but inevitably inwesnts will be included that are not aimed
at benefitting the poor, but can still create emplent for the poor in the process of
construction and maintenance.

At the other end of the spectrum are approachesewhe decision-making process is
completely decentralised and local communitiesdaiot only on the nature of the assets
to work on, but also exactly which particular assét be rehabilitated for instance. The
main advantage of this approach is that the likelith of the assets benefiting the poorer
directly is very high and that there is generallhigh degree of ownership of the asset
afterwards, making it more likely that it will bedked after and maintained.
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In between these ends, there are numerous posgitims of course. In NREGA for
instance the nature of the possible works is sigeciby the central government largely
based on the labour-intensity of these works agait #econd round benefits, but the choice
of which particular asset to work on is decided albc See
http://www.ilo.org/public/english/employment/recenp/areas/community.htm

Other programmes are even more decentralised, @bnenly putting restrictions on
investment in private assets, although some progesneven allow for investment in
private assets for the poor and vulnerable.

6.2 PEPs and provision of environmental services

Using PEP to address environmental concerns an@ ima&kstments in environment
and local ecosystems is likely to increase drarallyiover the coming years, as climate
change will add significantly to already existingnate stresses in many developing
countries. In addition to many activities alreadjeritified and executed under PEPs
increasing number of activities related to the gaition of and adaptation to climate change
can be expected.

In many instances, the distinction between theskiafnastructure related activities
might not be that clear: the construction of a dg@gainst rising sea levels is clearly both an
infrastructure and environmental related investmeéntorder not to duplicate efforts
however, this section will focus only on non-infrasture related activities.

The inclusion of environmental services in EGPsngpap enormous potential for
work activities that can occupy large numbers aigbe for a long time and should help to
address concerns about whether or not there afieienf activities to employ people
productively under these programmes (Lieuw-Kie-S80§9). Especially if the scope for
part-time, but long-term work in caring for the @omment exists there is scope for
massive employment. Activities such as reforestatitnich includes caring for planted
seedlings and young trees, removal of invasive tegiga, removal of litter and garbage
from nature and in particular water bodies andorésj degraded land all provide scope
large scale engagement in many countries.

6.3 PEPs and provision of social services

There is also considerable scope for expansioreifiguloyment is the area of social
services, with a wide range of possible serviceghvban be provided through EGPs and it
would be relatively easy to identify additional @asethrough local consultation processes.
Perhaps, the most important element of these ieivis how they relate to public services
already provided by the government using the nownall service. There are risks here of
overlap and duplication, as well as undermining kivay conditions for normal civil
servants. The experience with the introductiokafly Childhood Development (ECD) as
part of the EPWP in South Africa is particularlyeneant here.

The introduction of ECD in the EPWP caused consider confusion over how this
was to be integrated with existing ECD services/gied and existing expansion plans for
these services. ECD for children above four yehege was to be provided by teachers in
public schools for instance and this created tewssivith the role of those employed
through the EPWP. Ultimately it was decided thatHCD component of the EPWP would
function more like a training and placement progremwhere participants would be
recruited and trained with the intention that theyuld exit into longer-term employment
within the sector but outside the EPWP. This awainstitutional tensions between
different parts of government mandated with acligihe same outcomes.

30



From an operational point of view there are alsallehges in organising the work to
ensure effectiveness and how to involve nongoventamheorganisation (NGOs) and
community based organisation (CBOs) who typicallpypan important role in the
provision of these services. The key objective iethat the programme does not compete
with these NGOs, but rather mobilises and supgbdm to increase the services they are
already providing.

Another critical element in terms of the provisiohthese services is that many do
require a medium or long term approach to the eympémt 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 slaart-tvork or work on a rotational basis.
For example, if care to children or orphans is drthe services provided, it would be
counterproductive for the children to have a nere gaver 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 prioritised basedocal needs and knowledge

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

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

= Knowledge of local organisations and individualsigre likely to be used
effectively.

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

6.4 PEPs, 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 mobilisatimficx of tri-partite negotiation between
business, labour and government, and/or other lstédkers; there is also wide scope to
build community consultation and participatory agrhes into the design and
implementation of PEPs, and to integrate PEPslati@ development planning processes.

In India, for example, the introduction of an enmyptent 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 mobilisation 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 fanequest by a group of a minimum of
ten people. This has the potential to incentivizeal mobilisation and organisation, and
places the initiative in the hands of those whadnserk, rather than in the hands of local
officials. It does however also mean that whereelage information gaps or such initiative
and organisational capacity are lacking, gechayathas no obligation to initiate the
programme.

In South Africa, the Expanded Public Works Prograr(@PWP) was an outcome of
a tri-partite Growth and Development Summit in 20@&ich built on existing but
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uncoordinated public works initiatives; a tri-ptetiFramework Agreement on wages and
working conditions for public works programmes waso in place. The need for an
expanded public employment programme was one obiitg issues the social partners
were able to agree on in this summit, and the EP&reported back into South Africa’s
tri-partite 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 differeawsion 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 matidis and social dialogue have
impacted on overall design at a high level. Theralso considerable scope for PEP/EGS to
integrate local consultative and participatory pases into decision-making on work
outputs and implementation at a local level, anddotribute to building participation in
local development planning and prioritisation.

The most common form such participation takes isrdlation to targeting and
selecting beneficiaries at a local level. In thedRictive Safety Net Programme (PSNP) in
Ethiopia, for example, the target beneficiaries &wed insecure households: local
Community Food Security Task Force (CFSTF) teantettake needs assessments within
the community and identify those households comsitieligible for different levels of
support. These names are read out at a public myeetithe community, before the list is
submitted to the relevant government structurdif@a approval.

Under the right conditions, the use of participptprocesses to select beneficiaries
draws on local knowledge to assist the targetinggss in ways that can be more effective
and cost-efficient than other forms of means-tgstidowever, such approaches are not
without risks. They assume a local culture of pgtion that may underestimate the
pervasiveness of local power structures and pageomatworks, as well as gender, ethnic
or other biases at local level that may make soousdholds less ‘visible’ even within their
own communities.

PEP/EGS can also enable processes of local matitn of those assets and services
most needed for local development. This can beimvighparticular sectoral or thematic
focus, such as in relation to food security orasfructure needs, or can be open-ended and
include social services and care work. The follayexcerpt is illustrative this regard:

‘During our first meeting ... village leaders statit there was not much scope for NREGA
kind of works in the village. They could not thafkmany works which can be undertaken
under the NREGP.... In the focus group discussiaestn of people was drawn towards the
burden of unpaid work on the women (using timestestistics) and the needs of the village for
infrastructure and for productive assets. The maontribution of focus group discussions
was that (1) they helped people to view NREGSdiriahg term perspective in the sense that it
made them realize how NREGS works in the comingéais can contribute to the
development of the village, (2) how the drudgemyrgfaid work was a major constraint of
women and how NREGS work can help here. Villagarsecout with concrete suggestions.’
(Hirway, Saluja and Yadav).

In South Africa, processes of local consultationpoiorities in the Community Work
Programme (a new component of EPWP) have demoedttie scope for ‘work’ to
address social challenges. In rural and urban, smesrities have included the care of
orphans and vulnerable children, home-based carthdse with HIV/Aids and/or TB, as
well as auxiliary support to affected householdsctuding labour support to maintain food
production. Activities to reduce crime include angeed recreation activities for youth;
strategies to reduce violence against women ansl igclude simple but effective actions
such as cutting the long grass adjacent to pattispasting street guards on key access
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routes or points of vulnerability. In the procedsidentifying ‘useful work’, these social
challenges are also identified and taken on by conimes themselves. Typically,
infrastructure and service backlogs are also higthe agenda.

Where PEPs enable decision-making and prioritisagiocommunity level, issues of
alignment with other government programmes is gythe most basic level, if a local
PEP develops assets or infrastructure, such aada acommunity hall or a borehole, the
key question is: who owns these assets, who i©nsdpe for their maintenance and from
which budget will this be resourced? This issu@asticularly important if the PEP is a
short-term intervention. If these questions ar¢ lefanswered, the useful life of assets
created is likely to be relatively short.

Even in the context of an ongoing programme, howethese issues arise. Without
formal institutional mechanisms to ensure alignméme risk exists that the PEP sets up
parallel delivery systems. While communities ardikefy to prioritise assets or services
they already receive, this does not mean the gawemh department responsible for such
delivery will necessarily embrace a process whiekempts or displaces their role. Quite
simply, if the institutional politics of this is havell managed, a PEP programme can find
itself under pressure from other departments wittngovernment.

This issue is significantly simplified if the PERa sectoral focus, and is managed
within the mandate of one Ministry or sphere of gmment. In India, the NREGP falls
under the Ministry of Rural Development, and thepgcof ‘works’ undertaken in its early
stages focused on water conservation, irrigatidrastructure, roads and activities within
its broad mandate. The need to link the NREGP hterotural 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 wiiflg@imits 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 Africaistalignment is achieved by
integrating the decision-making on ‘useful work'tdnlocal development planning
processes, which are themselves multi-sectoralegess. At local level, Ward Committees
are consulted in the development of an annual tated Development Plan, which informs
local budgets. These Ward Committees are now aed to identify ‘useful work’ for the
Community Work Programme.

6.5 PEPs, training and exit strategies

Many PEPs incorporate training elements. The tnginglements can have very
different objectives however. There are four tnragnapproaches that are most commonly
incorporated into PWP as indicated in the tablewel

Target Group Objective
1 Government Officials Improve programme design and management
2 Local Consultants, Small Contractors, NGO, Build design and implementation capacity
Community Based Organisations (CBO), Increase sustainability of assets created
3 Participants Increase programme productivity
4 Participants Enable participants to exit the programme into better
forms of employment.
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While the first three all contribute to improvinigetimpacts and outcomes of the PEP
itself, and may be crucial to successful implemigoiathe focus on training participants in
order to give them skills to enter the wider labanarkets poses greater difficulties,
particularly where such training is not relatedhe work required within 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. Botluaggions 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-{s&ifiployment, 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:

= Aim to extend the employment-generating impact belyihe jobs created directly
by the programme. If the public works produce ewoigoinfrastructure, this
investment can “crowd in” private economic activiBublic works programmes
will indirectly stimulate employment if local enfeises are able to respond to the
demand generated by the increased purchasing pofmeoor households. For
example, irrigation infrastructure and rural rogasduced by the Maharashtra
Employment Guarantee Scheme in India have led tthdu second-round
employment creation. By creating assets that bomstuctivity in agriculture and
rural non-agricultural activities, the programmes laeated a virtuous circle —
reducing the need for public works by increasingleyment opportunities in the
more remunerative private sector. Similarly, theosel-order economic benefits
stimulated by the availability of cash in the loeabnomy arising from the wage
transfer can support private sector job creatioowéier, this is only likely if
employment is prolonged, leading to a sustained dafision into the local
economy, and if the scale of interventions (in ®ohemployment) is sufficiently
large.

= Increase the employment-intensity of regular irtffragure investments. A large
proportion of national public investment budgets daveloping countries —
sometimes up to 70 percent — goes to the infrastei@nd construction sector.
The range of technological options available fas tector is considerable. For
example, the share of the cost of equipment intdt@ cost of unpaved road
construction may vary from 30 to 80 per cent arad tf labour from 10 to 60 per
cent, according to the technological option chogeninfrastructure investments
are largely controlled by the State and planned &mtled under Public
Investment Programmes, they can and should beassadool of public policy to
achieve pro-poor development and labour-intensixevth. Given the large
amounts of money involved, even a minor shift talgamore employment-
intensive technology options in (urban and ruralfyastructure investment can
have a major impact on aggregate employment credtio unskilled workers.
Furthermore, the indirect employment generated diyour-based methods is
estimated at between 1.5 to 3 times the numbeiredtty generated jobs.
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7. Conclusion and recommendations

The call from the Global Jobs Pact (GJP) for gowents to implement EGPs and
PWP to address some of the impacts of the glolmdaic and financial crisis recognises
the important role these programmes can play iatetrg employment and strengthening
social security. This call was partly informed the long history of these programmes, as
well as by recent developments and innovation énatea of public employment that has
widened the scope of policy priorities to whichgégrogramme can contribute.

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

While the right to work is recognised as a humatrin the UN’s Declaration of
Human Rights, the commitment the full employmenswaaiculated in Convention 122 on
Employment Policy of the ILO, and ‘full, productiand decent employment’ is an added
target in the Millennium Development Goals, theligmge of providing work for all who
are willing and able to work has not yet been mke challenge is to find new instruments
able to achieve this. One part of this equatioruithes policies that promote labour-
absorbing growth in the economy as whole; but theeshas a key role in closing the gap
between the scale of employment created in thisamalyscale of demand for work.

The GJP is a response to the global financial s;righd includes a call for the
implementation of public employment programmes @as$ pf the crisis response. Markets
do not only fail to create employment in times ofkis, however; many countries were
already grappling with unemployment challenges teetbe crisis - and will continue to do
so after the crisis is ‘over.’

This paper demonstrates that important as PEPasgpart 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 conte¥iere 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, gwd-poor growth.

So while the crisis has highlighted the role of lpulemployment - there is also a
stronger case for ongoing public investments in leyment creation. While it is
recognised that integration is not easy, alignneantoften be more easily achieved.

Apart from the policy arguments, there are alsodrtgnt operational arguments in
favour of a longer-term perspective. These programnequire capacity in government to
be effectively implemented and that this capacégnot be created overnight in case of a
crisis. Maintaining some minimal level of capacégd institutional readiness requires a
medium to long-term perspective.

This paper highlights some of the recent developmen the design of these
programmes. Experience has shown that their desigparticular how well the design
matches the policy objectives of the programme, lamd the inevitable trade-offs of the
programme are managed are critical to programmeesgc These recent developments
thus offer a good opportunity for having future gn@ammes that contribute more
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effectively and to the better alignment of the kaycomes these programmes can create
namely:

» Reduced un- and underemployment
» Increased social security and protection
= Provision of infrastructure and services basecdoallneeds

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

In order for these programme to contribute to thestcomes it is recommended
therefore that:

= Policymakers place employment at the heart of #g@nomic policies, and
develop the instruments required to realise a tightork in their societies,

= Policymakers integrate PEP into their wider emplegibpolicies, and take a long
term approach to these programmes, recognisinghégtare countercyclical and
expand and shrink over time;

= EGS and PEP are considered not only as crisis mesgools, but that in
particular their role to contributing to achieviil employment and realising a
social protection floor and reducing poverty amognised

» That care is taken to align these programmes witbrgolicies and programmes
so that they complement each other, rather thasiflpcompete or work against
each other

» The possible trade-offs between various programipjectives are taken into
account during the formulation of objectives andgramme design.
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Annex A:

Unemployment, underemployment and
involuntary part-time work

Unemploymentrefers to a situation where there is an excessto$gekers in relation
to the actual number of available vacancies atesgbent wage rate over a lengthened
period of time. Usually it has been categorizededéntly depending on the nature of
unemployment and also in terms of its duration. Wheemployment is categorised based
on its characteristics four types are generallypgeised, Classical, Keynesian, Structural
and Frictional unemployment.

Classical unemploymentis defined as excess supply of labouaatal wage rate
higher than the market equilibrium wage rate the labour market. According to the
Classical economists, such unemployment existsaimstitutions like ‘minimum wages’
which imposes a real wage rate in the market thaupposedly higher than the market
equilibrium wage rate and is not cost effectivenéte deters employers from hiring all
workers. The probable solution lies in wage flelifipiand removal of minimum wage
norms.

Keynesian unemploymentis defined as a situation where the number ofseékers

is more than the number of jobs available arevailing wage ratelt is caused due to a

lack of effective demand for goods and servicediwithe economy. It is sometimes

referred to as cyclical unemployment by linkingvith the business cycles like the boom
and the recession. It is not necessarily short ermature (as was observed during the
Great Depression, 1930 and also the current plmasieei US) and the problem is often
addressed by providing different forms of fiscatantives and stimuli to boost effective
demand within the economy and thereby increase@mm@nt opportunities.

Structural unemployment is supposedly caused due to a resultant mismatietekn
jobs offered and the skill levels of potential werk Often it is caused to a mismatch
between skill variation, geographical location arider similar structural factors. Such can
also give rise to a kind of frictional unemploymemte most common prescription for
structural unemployment is proper policies andrirgations that address skill development
and proper dissemination of information in the labmarket.

Frictional unemployment is defined as transitory unemployment. It is &dsown as
search unemployment or wait unemployment. It indisathose unemployed who are
amidst transiting between jobs. Such unemploynseoaused largely due to an information
asymmetry operating in the market. It is a restltah a mismatch created due the
characteristics of labour supply and demand. Thaaes of mismatch can be manifold
related to skill, location, preference, etc. Fdoal unemployment is different from the
above-mentioned unemployment as it is often volyntem nature. The others are
involuntary and require institutional help to ovemee the problems.

While these are the most common categories of ultyment used by economists, in
the context of PEPs it is useful to recognize nepecific categories. Some can be seen as
sub-categories of the four main categories. Theoitapce is that PEPs require different
design approaches for some of these sub-categories.

Seasonal unemploymentis sometimes referred to as a kind of frictional
unemployment as it involves specific seasonal dietevand renders the workers jobless for
the rest of the year. In developing nations, polistervention is required to provide
alternative employment to the seasonal workers.
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While the ternf'specific” unemployment is not in common use among economists, it
is used to highlight situations where specific aedfinable groups in society suffer from
rate of unemployment significantly higher than #vwerage rate. Examples of this are youth
in much of the world, women in many developing does, some castes and tribes in
India, some geographic areas like the former homaslan South Africa etc.

Another way of categorizing unemployment is based the duration of
unemployment for the individual. To this effect mmdoyment has also been distinguished
into short run and long run. The classical defimtiof short-term unemployment was
provided by Phillips (Phillips curve) where the IRps curve depicts an inverse
relationship between inflation and unemploymentother words, in the short run, lower
the unemployment, higher will be the inflation rate. short run unemployment varies
with the rate of nominal wages in the economy. Have short-term unemployment is
often defined as unemployment over a period of B2months.

Two or more short-term unemployment phases togeddst up tolong-term
unemployment situation, sometimes also referredctaronic unemployment Generally
unemployment lasting longer than a year is termgdoag-term unemployment. The
definition of unemployment provided in the begirmipertains to the definition of long run
unemployment. In the long run, it has been emglyigaoven that the inflation rate has no
bearing upon the unemployment rate.

Underemployment and involuntary part-time work

In many countries the problem of underemploymerdsisevere or even worse than
the problem of unemployment. Poor people can gdlgerot afford to be unemployed and
therefore often engage in forms of economic agtithitat are not productive and provide
very little income. Others are in a situation wh#drey move from casual job to casual job,
but spend a lot of time in between merely lookimg Work, often without any luck.
Depending on the definition used, these peopleatelassified as unemployed, but their
situation is as dire as often those of the unengaoy

In some cases PEP scan also be used the addrga®ihem of underemployment,
but in order to so effectively, requires an undarding of the underemployed. In terms of
analyzing the local labour market and the posgbiticipation of workers in the PEP. Four
types of involuntary part-time work and underempheyt are used in this context.

The first, “seasonal involuntary part-time¢ is essentially the same as seasonal
unemployment. It describes a situation wherebykexs are only able to obtain work
during, fairly predictable periods of peak labowndind, but are left without any work
outside these periods. This is most common in tdrewatural sector but also occurs in
other sectors like fisheries, tourism and retail.

The second, ¢asual involuntary part-time” refers to a situation where people are
only able to move from a short-term casual jobrtother short-term casual job and spend a
lot of time in between looking for work, often witht success. Most of the jobs founds are
also informal. Substantial time and resources amdigd to the cost of looking for work.
This type of situation is more prevalent in urbagaa, in particular among youth with
limited education and work experience. It occura montext of “surplus labour”.

In terms of the more classical definition of undepboyment, there are also two types
to distinguish. The first referred to abw wages/ poor condition’ refers to situation
where people are employed full-time, often longrdaut at very to extremely low wages
and poor working conditions. It results in sitoas where people work full-time, often
excessive hours, but remain below the poverty lile.many cases this type of

41



underemployment does not conform to labour ledisiaand minimum wages in particular
are ignored. (Often worker productivity may warrdmgher wages, but there is no
mechanism for demanding higher wages)

The other type is referred to aew-productivity ” and is more common with self-
employed workers. In this situation, worker praity is extremely low, mostly due to
external factors: planting on infertile land, fishiin rivers with few fish etc. Again in
many cases people work very hard and long houtsgrewunot able to increase productivity.
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