Chapter X

WORK AND INCOME SECURITY

1. Despite the growth of the global economy during the 1990s, high levels of unemployment persist in most parts of the world.  The ILO estimates some 160 million workers were unemployed at the end of 2000.
  Unemployment is growing in Latin America, remains high in central and eastern Europe, North Africa and sub-Saharan Africa, and in cities in much of Asia, and despite some improvement remains high in most countries in Western Europe and Australasia. 

2. Unemployment and underemployment disproportionately affect the poor, women, youth, older people and the less skilled.  Although the working poor make up the bulk of the labour force in developing countries, they are also a significant portion of the labour forces in developed and transition economies. Their vulnerability lies in the low and frequently irregular levels of income, the casual, informal and temporary nature of labour arrangements and the lack of access to social insurance schemes.  Long-term unemployment is a major cause of poverty.  Many people are not entitled to unemployment benefits or may qualify for benefits only at a lower rate. Long-term unemployment has driven many workers into early retirement.  Finding entry-level jobs for younger people with or without work skills remains a major challenge.

3. In most countries, youth unemployment rates are two or three times higher than adult rates.  The majority of the unemployed youth are in developing countries.  Unemployment when young has the potential to strongly damages future employment prospects for life.  Women now represent almost half of the global labour force. However, women workers still receive lower pay than men and tend to have higher unemployment rates. They are concentrated in low-paid and low-skilled jobs, and their predominance in part-time or casual jobs means that they are commonly more vulnerable than men. The exploitative employment of children is a serious problem in some countries. 

4. In most countries, the composition of the labour force has been changing significantly, with implications for income security. For many workers, employment opportunities, job security and incomes are deteriorating. As a result of pressures from global competition, more precarious work arrangements have been introduced in some countries and casual part-time employment is increasing in developed countries. Informal sector employment in developing countries offers only low- productivity work, inadequate income and non-permanent jobs.  Limited opportunities for employment in the formal sector, which is covered by social insurance schemes, is the main reason for the increase of informal sector activities.  These new patterns of employment and increasing informalization have exacerbated insecurity for workers and have posed new challenges.

5. In developing countries, regular wage employment is generally not the predominant mode of employment. Instead, the majority of the work force are self-employed in the informal sector. There is significant underutilization of labour and the returns to work are often insufficient to reduce poverty.  

Asia

6. Before the East Asian financial crisis, high economic growth translated into near-full employment for many countries in the Asian region. The structure of employment shifted from low-productivity agriculture to higher productivity activities in industry and services. The reliance on exports of labour-intensive manufactured products also contributed to higher rates of employment growth.  However, the crisis had a strong negative impact on the employment situation. The resultant unemployment and erosion of real incomes have sharply increased poverty. Millions of workers were forced into the informal economy.  Poor households and younger, less skilled and informal sector or casual workers were particularly hit hard during the crisis in all countries, but many middle income employees also lost their jobs.  Much of the adjustment also occurred  through a decline in real wages.

7. There was a substantial variation across the countries most affected by the crisis. Unemployment and underemployment increased significantly in the Republic of Korea, Thailand and Indonesia.  Participation rates fell in Malaysia but increased in Indonesia, where women, particularly those from poor households, tried to supplement income. There was a considerable informalization of work, as labour shifted out of the formal sector into self-employment, unpaid family work and agriculture. In the Republic of Korea, the unemployment rate rose from 2.5 per cent just before the crisis to a peak of 8.7 per cent in February 1999, before dropping to 4.6 per cent in October 1999. 
 Most of the newly unemployed were low-paid workers, the self-employed and unpaid family workers who would not have benefited from unemployment insurance. Women workers were laid off before their male counterparts, and many opted for voluntary retirement, while others were rehired on short-term contracts with reduced benefits. In Indonesia, 13.4 million people lost their jobs during the period up to mid-June 1998 as companies were forced to close or downsize.
 Indonesia is the only country among those most affected where participation rates increased, reflecting the low levels of initial incomes and therefore vulnerability of poor households, and the inability of the formal safety nets to cope with the shock.  By mid-1999, signs of recovery began to appear in some countries.  But the labour markets were hit harder than output markets and are recovering more slowly from the crisis.  (For unemployment rates in selected countries, see table X.1).

8. China managed to avoid the worst of the crisis. The unemployment rate is estimated to be at about 8 per cent of the urban labour force in 1998, with a rate of 12 to 13 per cent in some urban areas. Underemployment is a serious problem in rural areas. About 130 million unemployed workers in rural areas are seeking employment outside the agricultural sector.
 The effects of the recent crisis show that the absence of a social safety net has particularly devastating consequences for poor households.

9. Although the South Asian economies have largely been spared from the economic crisis, economic growth has not been sufficient to significantly ease unemployment. The major cause of poverty in this region is more related to low wages and low productivity. In the formal sector, public sector employment has declined in recent years. The number of casual workers has been increasing in both urban and rural sectors. In Pakistan, the unemployment rate of 6 per cent in 1999 was high compared to previous years and was also high for women at 15 per cent as compared to men, at 5.2 per cent. In Bangladesh, economic growth has not absorbed the increase in the labour force. In the 1990s, a total of 8 million people joined the labour market but employment increased by only 5 million. More than 80 per cent of the population lives in rural areas, half of them below the poverty line. 

Latin America and the Caribbean

10. In Latin America and the Caribbean, the deterioration of the employment situation, which became apparent in the mid-1990s, accelerated in 1999. The economic problems that have arisen in various countries since late 1998 were reflected in falling employment rates and sharply rising unemployment. Job creation slowed in most South American countries but proved more dynamic in Mexico, Central America and much of the Caribbean. For the region as a whole, employment slipped from 53.7 per cent of the working-age population in 1998 to 52.5 per cent in 1999.
 The proportion of total employment accounted for by formal sector wage earners decreased in many countries, including Argentina, Brazil, Chile, Colombia and Ecuador. The result was a further expansion of the informal segment of the labour market. The unemployment rate for the region was close to 9 per cent in early 2000, which was the highest since labour statistics became available for a significant number of countries. This means that 29 million workers are unemployed in Latin America. 

11. The largest increases in unemployment were in Argentina, Chile, Colombia, Ecuador and Venezuela. The increase was particularly sharp in Chile, where unemployment rose from 6.4 in 1995 to 9.8 per cent in 1999. The situation was similar in Argentina, where a fall in output caused the unemployment rate to rise from about 13 to 14.3 per cent (see table X.1). 

12. Women and young people in particular continue to be most affected. The youth unemployment rate was more than double the regional average. In general, employment opportunities have not expanded and employment quality has declined. Real wages declined in most countries, except in Mexico. Wage differentials have decreased but earnings of young people represent only 44 per cent of  adults’ wages. The wages of those who finished high school are over 46 per cent higher than those who have only a basic education. 
Africa

13. In most African countries, employment growth has failed to keep pace with the growth in labour supply, which is growing at about 3 per cent per year. With little job creation in the formal sector, most new jobs are in the informal economy and low-productivity agriculture. The proportion of the labour force in full-time employment is low and open unemployment is common in urban areas.  Estimates in most countries show unemployment rates of 20 to 30 per cent, with women unemployed at twice the rate of men and young people at 25 to 40 per cent of their age cohort.
  The employment situation in the region was further aggravated by the cutbacks in public sector employment that often accompanied stabilization and longer-term restructuring efforts.

14. Sub-Saharan Africa continued to have the highest incidence of extreme poverty in the world. In most countries of southern Africa, almost one fifth of the labour force is unemployed (see table X.1).  Real wages in manufacturing have fallen sharply in some countries.
  Labour market conditions remained generally unfavourable for job-seekers in most of the countries in the Middle East and North Africa. For example, the unemployment rate is estimated at 29 per cent in Algeria, 8 per cent in Egypt and 22 per cent in Morocco (see table X.1).  

Youth unemployment and child labour in developing countries

15. High levels of youth unemployment, including among educated young people, remains a serious problem in developing countries of Africa, Asia and Latin America. Open youth unemployment is compounded by substantial levels of underemployment and poor-quality jobs in the informal sector. In these regions, structural adjustment and privatization programmes have further limited employment opportunities for many young workers.

16. Youth unemployment is higher than adult unemployment in most countries. Available data suggests that the gap between youth and adult unemployment in developing countries is wider than in developed countries.  In Zimbabwe, 15 to 19 year old teenagers faced unemployment rates of 18.1 per cent and young adults  (aged 20 to 24) rates of 15.5 per cent, compared to the adult rate of 4.7 per cent. In 1997 the youth unemployment rate in Brazil was 16.7 per cent compared with 6.0 per cent for adults. Similarly, in Chile, the figures in 1998 were 19.4 per cent and 6.1 per cent, respectively (see figure X.1).

17. In many developing countries, urban unemployment rates for young people often reach over 30 per cent.
 Employment opportunities in developing countries are generally more limited for women than men. For example, in the Philippines the youth unemployment rate for women in 1997 was 18.5 per cent compared with 8.5 per cent for all women; the figures for men were 14.1 per cent and 7.5 per cent, respectively. In India, women are disadvantaged when trying to gain access to employment. Young men and young women share the same unemployment rate of 8 per cent.
 But unemployment rates are higher for young women than young men in urban areas. In the United Republic of Tanzania, young women faced an unemployment rate of 25.7 per cent, almost twice the rate of men  (13.5 per cent). In some Latin American countries, such as Chile, female unemployment rates have been consistently higher than for males since the mid-1980s.

18. Working children continue to be a cause for concern. In many developing countries, some 250 million children between the ages of 5 and 14 and some 50 to 60 million children between the ages of 5 and 11 work in unhealthy, hazardous and exploitative conditions. 
 Two thirds of the working children of developing countries live in rural areas and three quarters are engaged on agricultural or similar activities. 
 Most of these children belong to poor marginal communities and disadvantaged groups. The high prevalence of child labour is linked to the poverty of their parents and to the poor quality or unavailability of education. Children from poor families work because the family needs the extra income, especially if the parents’ major source of revenue is uncertain. Estimates of the number of employed children vary from 14 million to 100 million in India, 2 to 19 million in Pakistan, 5 to 15 million in Bangladesh, 2 to 7 million in Brazil, 1.3 to 13 million in Mexico and some 12 million in Nigeria. Over 20 per cent of children are considered to be working in Africa and 10 to 25 per cent in Latin America. 
 The vast majority of the working children are unpaid workers. Some of the most widespread forms of child exploitation are for domestic help and agricultural and bonded workers, and girls are especially vulnerable.

Industrialized countries

19. The persistence of high unemployment in many industrialized countries continues to be a fundamental problem. Unemployment rates continued to be 8 per cent and above in Belgium, Finland, France, Germany, Greece, Italy and Spain (see table X.1).  In the European Union, the unemployment rate averaged 9.2 per cent in 1999.   More than 35 million people are unemployed, and there are another 4 million “discouraged workers” who do not register as unemployed because they have given up hope of finding an acceptable job. 
 Millions of others are employed only part-time.  In many countries, women, youth, older workers, ethnic minorities and those with disabilities are most affected by unemployment. In some, high levels of unemployment have been compounded by the fact that a high proportion of the unemployed have been out of work for over a year. At a time when two-earner households are becoming a norm, long-term unemployment is also producing the phenomenon of jobless households. 

In 1999, the long-term unemployed accounted for about half of all the unemployed in the European Union. In some countries, long-term unemployment has pushed many workers into early retirement, causing serious effects on income security retirement pensions for some families.  However, the number of long-term unemployed has declined slightly in recent years in the countries of the European Union, from 49.3 per cent in 1996 to 47.5 per cent in 1999 (see table X.2).  Some groups, such as women, young people and the less educated, are more likely than others to become long-term unemployed. A low-level education increases the chances of job loss turning into long-term unemployment. Unemployment among young people remains at high levels and low growth worsened the situation of young workers, a handicap which may affect their income levels and 
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security in later years. In many countries, youth unemployment levels are in  double digits. 

21. The labour markets in developed countries, particularly in western European countries, are still marked by significant differences between the employment characteristics of women and men. Although more men than women are openly unemployed because of their large numbers in the labour force, women’s unemployment rates tend to be higher than those of men (see table X.1). Women continue to be less highly skilled and earn less than men. A disproportionate number of the lowest-paid 10 per cent of wage-earners are women, while men are over-represented in the highest-paid 10 per cent.

22. International competitive pressures are reshaping the labour markets of many developed countries, de-emphasizing unskilled employment and boosting growth in jobs that put a premium on education, skills and flexibility.  With labour markets fragmented, jobs for unskilled workers have been available only at low wages. Real wages have been cut by making jobs part-time, temporary and insecure. For example, one quarter of all full-time workers in the United States earn less than two thirds of median earnings, compared to under 6 per cent of workers in Finland and Sweden. In OECD countries, incidence of low pay among workers with less than an upper-secondary education is more than twice the average for all workers. In most developed countries, women are particularly affected. 

23. There are also large differences in  low pay for specific groups. In Japan, Switzerland, the United Kingdom and North America, over 30 per cent of all women working full-time are low-paid, compared with less than 10 per cent in Finland and Sweden. In the United States, nearly two thirds of the full-time employed youth are low-paid, compared to about one in five in Sweden. However, relative to all workers, the incidence of low pay for youth is highest in the European countries, excluding Italy and the United Kingdom. Japan and, to a lesser extent, the United Kingdom are the only countries where the incidence of low-paid employment is much higher for older people compared to prime-age workers

Transition economies

24. In eastern and central Europe and the CIS countries, people face increasing insecurity and unemployment as the public sector restructures and the private sector lags in generating new jobs. Even though the economic growth rate was about 5 per cent in 2000, the highest level since the start of transition, it has not yet started to bring recovery in employment levels.  The unemployment rate in the transition economies in 1998 was 14 per cent.  Overall, employment continued to fall. Unemployment increased sharply in the wake of the Russian financial crisis as a result of the general economic slowdown, but the main reason for its persistence in 2000 appears to be a deepening of the process of enterprise restructuring in many countries.  In mid-2000, the total number of persons registered as unemployed in the transition economies exceeded 17 million, with about 7.6 million in eastern Europe, 350,000 in the Baltic States and 9.1 million in the CIS countries. 

25. The decline in jobs has resulted in increases in poverty, economic inactivity and the number of people working the informal sector. A new type of poverty has emerged in the transition economies. The social groups most affected by unemployment are the younger working-age population, particularly school dropouts with no work experience.  Older people, especially older women, have been exposed to a much greater risk of long-term unemployment and have suffered a severe decline in benefit levels. In the countries of central Europe, workers with low or obsolete skills have experienced particular difficulties in finding new jobs. In contrast, in the CIS countries highly educated workers are the worst affected by unemployment. Some ethnic minorities in central and eastern Europe have also suffered disproportionately from unemployment. 

26. The minimum wage has fallen below the minimum subsistence level in most countries, especially  the CIS countries, which has resulted in an increase in the number of the working poor. Much of the inequality in transition economies is associated with the collapse of formal wages and incomes for unskilled workers, whose wages have fallen relative to those of more educated workers. The formal incomes of unskilled workers in the CIS countries plummeted and many have been forced to resort to second jobs. In most transition economies, a significant proportion of the poor are workers with low incomes. In the Ukraine, for example, 8 per cent of all workers earn a wage that is less than half the subsistence level.  Wage differentials between skilled and unskilled workers have increased, and individuals with secondary and university education tend to be less poor than those with primary or vocational education. Shrinking public budgets have hurt children as a result of cutbacks in family benefits. The decline in family income and public services has meant that women have had to do more unpaid work. It has been especially difficult for single mothers who live below the subsistence minimum.

27. In the transition economies, youth unemployment was very high, at 30 per cent in 1998.
  For example, despite some recovery in output, in 1997 youth unemployment in Poland was 24.7 per cent, compared with an adult rate of 8.0 per cent. The figures for Hungary were 16.0 per cent and 7.5 per cent, respectively (see figure X.1).  Women continue to have higher unemployment rates than men in Bulgaria, Croatia, the Czech Republic and Poland. In contrast, women in Estonia, Hungary and Ukraine have lower unemployment rates. 
  Persistent long-term unemployment is also a cause of concern, ranging from 37.1 per cent of total employment in the Czech Republic to 49.5 per cent in Hungary (see table X.2).

28. Rising unemployment, coupled with deteriorating employment conditions and falling real wages, has led to a multiplication in the number of people living in poverty in transition economies. Many workers are forced to take multiple jobs to survive and to engage in various forms of informal activities. In the CIS countries, skilled employees find themselves locked into dead-end jobs in declining industries, while there are few new job opportunities.  Many workers were put on administrative leave with little or no pay, involuntary short-time work or extended maternity leave.   For example, the salaries of teachers, the largest group of public sector employees, are so low in some CIS countries that subsistence farming appears to be just as remunerative. Despite delayed wages or payment in kind, many people were slow to leave their jobs, fearing that they would never receive their back wages. Workers of pre-pension age often stay in poorly paid jobs in the formal sector to achieve their 25-year seniority, which guarantees an additional 10 per cent increase in old-age pensions. Despite delayed wage payment, the workers continue to have access to job-related benefits and services that enterprises continue to offer, including housing and health benefits.

Growing informal sector
29. Closely related to the growing numbers of the working poor is the growth of the informal economy. Informal sector employment has increased in all regions. The majority of poor workers, particularly in developing countries, are in the informal sector. Increasing “casualization” of jobs and labour has resulted in increasing informal wage employment, both in the urban and the rural economy. In urban areas, where the informal sector is more perceptible, it accounts for a majority of the urban employment, but it is also growing in rural areas. The informal sector absorbs young people leaving school with nowhere else to go and large numbers of workers who have lost their jobs in the public sector.  The stagnation or decline of opportunities for employment in the formal sector is the main reason for the increase of informal sector activities.

30. In Africa as a whole, urban informal employment accounts for over 60 per cent of total urban employment. The informal employment accounts for nearly 80 per cent of all employment in Cotonou, Benin and Ibadan, Nigeria, and 66 per cent in Douala, Cameroon. Estimates of urban informal employment in some Asian countries show that it constitutes a large proportion of urban employment in the 1990s, both male and female (see table X.3).  In some countries, including India, the Philippines and Sri Lanka, wage employment in the urban informal sector has been growing faster than in the formal sector. 

31. During the 1990s, a majority of jobs (about 70 out of every 100 new jobs generated between 1990 and 1997) that were created in Latin America and the Caribbean were in the informal sector. The proportion of informal occupations in total employment reached nearly 50 per cent, although significant variations exist between countries. 
  The self-employed make up about half of the informal workers (51.7 per cent), followed by workers engaged in microenterprises and domestic workers.  Wages received by workers in the informal sector are, on average, about half as much as manual and non-manual workers earn in  modern business enterprises.

32. In the CIS countries, self-employment has been limited to subsistence agriculture and small-scale trade. In Poland, for instance, 4.8 per cent of the population aged 15 and above were engaged in informal activity in 1998, of whom 3.8 per cent were in urban areas and 6.4 per cent in rural areas. Informal employment was performed by 5.5 per cent of the employed, by 14.6 per cent of the unemployed and 2.4 per cent by the economically inactive. A survey conducted in the Russian Federation showed that 7.5 million people or 6.5 per cent of the population aged 15 and more were engaged in the informal sector. The share of adults with second jobs is estimated at 35 to 40 per cent. 

33. The numbers of women workers in the informal sector have been rising considerably in many countries. As men become unemployed and underemployed, households, especially poor households, increasingly depend on women’s income. Limited wage employment opportunities for women in the formal sector has pushed more women into self-employment, largely in micro-businesses.

Changing patterns of employment and income security

The pressures of global competition have led both developing and developed countries to change working patterns and practices. “Atypical” or “non-standard” forms of work have emerged in some sectors.  These new ways of working increase the vulnerability of workers in terms of irregularity and low levels of income and adversely affect their conditions of employment, including a lack of access to social protection.  New forms of work usually offer lower levels of social security coverage.  Concerns have been expressed about the quality of self-employment jobs, particularly with regard to pay and working conditions. The self-employed work longer hours under 
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poorer working conditions and are less likely to enjoy family-friendly benefits, such as maternity leave and child day care. 

35. In Latin America, for example, one of the manifestations of increased job insecurity was the rise of waged workers who had temporary jobs in microenterprises. Temporary employees are found among people with low levels of education and women. The insecurity of employment is also reflected in the high proportion of urban wage earners who work without contracts. In 1998, this proportion accounted for 22 per cent in Chile and 38 per cent in Mexico.
 The incomes of these workers are significantly lower that those of permanent employees.  In Bolivia and Paraguay, over 60 per cent of wage-earners did not have access to social security in 1997, over 90 per cent of whom were working in microenterprises. 

36. Self-employment has become an important source of job growth in many developed countries.   It has grown faster than civilian employment as a whole in the 1990s in most OECD countries, in particular in Canada and Germany. In some, especially  Germany and the United Kingdom, the growth was accompanied by government programmes designed to encourage self-employment and foster entrepreneurship. 
 However, its share of total employment worldwide is still small, with an average of 12 per cent in 1998, 7 per cent in the United States, 23 per cent in Italy, 25 per cent in the Republic of Korea and Turkey, and 26 per cent in Mexico. 
 

37. During the 1990s, part-time, casual work and other work-sharing arrangements have also increased as a proportion of total employment. Between 1990 and 1999, they rose from 13 per cent to 16 per cent in the European Union, from 13 to 15 per cent in Europe as a whole and from 14 per cent to 16 per cent in OECD countries. Temporary employment is increasing too, for example, the available data show that between 1990 and 1997, temporary employment increased from 10 to 12 per cent in 12 European Union (EU) countries.

38. Labour market flexibility has increased in transition economies. In central Europe, it is manifested though adjustment in the number of workers, while part-time or short-time work is still limited in the formal economy, although widespread in the informal sector. In the CIS countries, labour market flexibility takes the form of fluctuations in hours worked and real wages and in unregistered employment. In 1997, part-time employment accounted for 5.9 per cent of the labour market in the Czech Republic, 5 per cent in Hungary and 12.2 per cent in Ukraine. 

39. Women account for 80 per cent of all part-time employment in the EU, with an average of 32 per cent of all women workers employed in part-time jobs. 
 For example, almost one fourth of the workforce in the United Kingdom now carries out at least some of its work at home. Part-time work has been also prevalent among women workers in the transition economies. For example, in Hungary, the share of women working part-time has increased from under 2 per cent before transition to 9 per cent in 1997.

Policy issues

40. Expansion of employment opportunities is a necessary condition for enabling the poor to help themselves out of poverty.  In all countries, the challenge is to ensure that growth is employment-generating. There is considerable scope for creating new jobs by reorienting investment policies in a pro-poor and employment-intensive direction. Many countries are exploring strategies for stimulating the development of small and medium-sized enterprises that encourage employment creation.  Many developed countries have initiated programmes that create new jobs in social services and local environmental works. These jobs are relatively employment-intensive and often respond to the growing need for personal services in an ageing society. Another source of new jobs which entails little additional costs is the adoption of employment-intensive techniques for infrastructure investment. Such technologies, when applied to certain categories of public works, such as rural roads, environmental rehabilitation, irrigation and water supply systems, have been demonstrated to be cost-effective.

41. As to labour market policies, many countries have paid attention to the quality of employment and the growing problem of the working poor. There is a growing desire to integrate income support policies for the excluded and vulnerable with active labour market policies in favour of those able to work.

42. The challenge of employment policy is not just to create jobs, but also to create what is called “decent” work. It is important to aim to reduce job insecurity,  improve productive potential, improve the quality of employment and, where possible,  ensure  adequate access to social protection.  In addition to providing the informal sector with training, credit, infrastructure and technical and entrepreneurial advisory services, increasing attention should be paid to the demand side, through addressing those who purchase and outsource the informal sector’s goods and services. Attention should be given to the various global production chains through which goods and services find their way into international markets. The poor, especially women, should be given improved access to productive resources, such as credit, technology and marketing techniques to get into self-employed business. 

Strengthening economic linkages between the informal and formal sector is important. 

43. With increasing job and income insecurity, renewed focus on social protection requires urgent attention. Such systems should include the working poor and the vulnerable. The concept of social protection needs to be incorporated into a comprehensive employment policy framework, which should be also concerned about the consequences of job loss during economic crises and restructuring. Attention should be given to establishing a system of unemployment insurance and expanding systems of social assistance to provide basic income security for the informal sector workers. In this regard, enhanced development cooperation has a critical role to play in helping developing countries overcome resource and capacity constraints. 
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