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When we open the newspaper, 
turn on the radio or switch on the 
television, which story is front-
and-centre? Jobs and the financial 

crisis. Or to be more precise, job losses and the 
financial crisis. The Bank of England estimates 
that unemployment is likely to rise to three mil-
lion in the UK during the recession. 

What about the developing world? While 
the reporting is not as thorough, there is some 
commentary. In China, around 20 million 
migrant workers have returned to the coun-
tryside after failing to find work in the cities. 
The International Labour Organization (ILO)
estimates that more than 200 million work-
ers, mostly in developing countries, could be 
pushed into extreme poverty as a result of the 
global economic downturn.

What has struck me, and has been empha-
sised by this global financial crisis, is the gulf 
between the attention paid to jobs and employ-
ment issues in public policy in the developed 
world, and the relative marginalisation of these 
issues in international development policy.

Why does this contrast exist? Is it justified? Is it 
because employment and labour market issues 
are not seen as critical for reducing poverty? I 
don’t think so. For many people in the develop-
ing world, work is critical for their livelihoods 
and well being. This was shown in the World 
Bank survey ‘Voices of the Poor’, in which more 
than 70% of those surveyed thought employ-
ment should be the route out of poverty. Amid 
a global financial crisis, could it be that the poor 
will not feel its impact through labour markets? 
Unlikely. We know that the poorest are hardest 
hit in times of economic downturn. Lessons from 
the East Asian financial crisis in the late 1990s 
tell us that young, low skilled, female, older and 
migrant workers are most likely to bear the brunt 
of rising unemployment. 

Is it because the critical importance of 
employment to poverty reduction has never 
been identified? Absolutely not. Seminal 
work on employment issues in the 1970s laid 
the foundation for our understanding of the 

human development approach, highlighting 
employment promotion as central to broad-
based economic growth and poverty reduction. 
More recently, the ILO has made great efforts 
to develop and promote the ‘decent work’ 
agenda. 

Why, then, do we find employment and labour 
market issues so seldom at the forefront of analy-
sis and policy in international development?

There are a number of possible explanations. 
The first is ideological. The creed espoused 
by free-marketeers through the Washington 
Consensus was to rely on market forces and 
encourage labour market flexibility. At the other 
end of the spectrum were activists focused on 
labour regulation and the protection of workers 
rights. This left little room for evidence-based, 
constructive discussion in international devel-
opment policy and debate about the labour 
market and its role in poverty reduction. 

The second possible explanation is political. 
Political parties in developing countries are often 
organised around labour and employment issues 
or along class-ist lines (i.e. workers’ parties, or 
parties pursuing the interests of the entrepre-
neurial class). Policy decisions on labour market 
and employment issues are often made by bal-
ancing and appeasing conflicting interests. The 
politically-charged nature of these issues makes 
donor engagement tricky, particularly if political 
realities on the ground result in policy decisions 
that deviate from donor preferences.  

The third potential explanation is analytical. 
An analytical vacuum has developed, perhaps 
as a result of ideological and political issues, 
and the subsequent reluctance of international 
development agencies to engage on the jobs 
issue. As McKinlay notes, reducing poverty 
requires a focus on macroeconomic, structural 
and equity policies. While macroeconomic 
and equity policies have had attention, even 
progressive economists struggle to formulate 
structural policies that enhance both productivity 
and equity by, for example, structuring access to 
employment opportunities (McKinlay, 2008). We 
lack the diagnostic tools to assess labour market 
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conditions in developing country contexts, limiting 
the impact of policy analysis and resulting advice. 
Standard indicators, such as the unemployment rate, 
do not provide a complete picture of labour market 
conditions, where informal employment accounts up 
to 75% of total employment (Chen, 2008).  

Time to prioritise employment?
So should we pay more attention to employment and 
labour market issues in international development 
policy? I believe so. Why? First, because labour is 
often the main asset poor people possess. It is their 
chief source of income; the most important asset 
supporting their wellbeing and survival. It is one of 
the most critical transmission channels between 
economic growth and poverty reduction, with the 
potential to reduce income poverty and help to real-
ise the Millennium Development Goals. Surely, then, 
employment and labour markets should be priori-
tised in attempts to tackle poverty.  

Second, because as Robert Zoellick, the President 
of the World Bank, has noted, ‘…the best safety net 
is a job’. While the distress of those losing jobs and 
homes here in the UK is real and valid, there is some 
form of social security to protect them in these hard 
times. Those who lose employment in the develop-
ing world rarely have any form of social security. 
Instead, they must fall back on social networks and 
even adverse coping strategies, such as crime. The 
critical role that jobs can play in protecting people 
from shocks is a solid reason for supporting policies 
that deliver productive, secure and safe jobs.

Third, because we are missing a trick when it 
comes to economic growth, employment and pov-
erty reduction. Many developing countries have had 
record economic growth in recent years, but much 
of it has been jobless. In some cases, economic 
growth has been accompanied by increased unem-
ployment, particularly among youth, and the under-
employment of large numbers of people in low pro-
ductivity jobs (World Bank, 2008). As employment 
is one of the main channels connecting economic 
growth and poverty reduction, it is vital to ensure 
that growth is ‘job-ful’, rather than jobless.

How should we ensure more attention for 
employment and labour market issues in develop-
ment policy? The first priority should be to protect 
the poor and vulnerable households that are likely 
to bear the brunt of the financial crisis. Public works 
programmes, such as those included in fiscal stimu-
lus packages announced recently, are an effective 
way to offer employment to those without work. 

Conditional cash transfers can stop families pull-
ing their children out of school and sending them 
to work. Active labour market programmes, such as 
training for young people, have been successful in 
other crises (World Bank, 2008a)

In the short to medium term, a reassessment of 
how we ‘do’ development in response to the global 
financial crisis is a chance to position employment 
and labour market issues more centrally in interna-
tional development policy. This should include the 
development and application of a more comprehen-
sive approach, shelving ideological debates over 
labour regulation and acknowledging the need for a 
more thorough, joined-up approach to labour mar-
kets in developing countries, drawing on a range of 
public policy tools. There are existing frameworks. 
The ILO’s ‘decent work’ agenda and its four pillars: 
standards, rights and work; employment creation 
and enterprise development; social protection; and 
social dialogue, is a sound basis for a balanced and 
integrated approach. The World Bank’s MILES frame-
work, which proposes a multi-sectoral focus on: mac-
roeconomic policies; investment climate, institutions 
and infrastructure; labour market regulations and 
institutions; education and skills; and social protec-
tion offers a similar approach (World Bank, 2008b). 

As with most development challenges, we need 
to move beyond seeing employment issues as ‘tech-
nical problems’ and appreciate the political and 
institutional factors that stifle employment growth 
and entrench labour market inequalities. We also 
need to appreciate that developing countries are 
at different stages of labour market development. 
Low-income countries face the challenges of large 
informal sectors and labour markets that function 
poorly. Emerging economies, with growing formal 
sector workforces, face labour market challenges that 
are similar to those experienced in OECD countries. 

While the impacts of the financial crisis are 
serious and real, it does provide an opportunity to 
reassess our priorities in international development 
policy. I believe the significant role employment can 
play in promoting economic growth and poverty 
reduction provides a strong rationale for mobilising 
around existing frameworks, such as the decent 
work agenda and the MILES framework, to ensure 
employment and labour markets are high on the 
agenda. Given the potential for more and better jobs 
for poor people, I am convinced that this is worthy of 
a strong commitment. 

Written by Kate Higgins, ODI Research  
Officer (k.higgins@odi.org.ukl). 
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