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Summary

The global economy is showing new signs of weakness...

The world economy is estimated to have expanded by 3.1 per cent in 2015, over half a percentage
point less than had been projected a year earlier. If current policy responses are maintained, the out-
look is for continued economic weakening, posing significant challenges to enterprises and workers.
Indeed, over the next two years, the world economy is projected to grow by only around 3 per cent,
significantly less than before the advent of the global crisis.

The continuing slowdown in economic growth is being driven by weakness in emerging and developing
countries. China is facing a pronounced slowdown. This, combined with other factors, has contributed
to a steep decline in commodity prices, particularly those related to energy. This situation has, in turn,
affected large emerging economy commodity exporters, such as Brazil and the Russian Federation,
which have entered a period of recession. The benefits accruing to net commodity importers have been
insufficient to offset the decline affecting exporters. Another sign of economic weakness is the fact that
global trade, which had typically expanded twice as fast as the global economy, is now growing in line
with or at a lower rate than global growth.

...pushing unemployment to over 197 million in 2015...

The economic weakening has caused a further increase in global unemployment. In 2015, the number
of unemployed people reached 197.1 million — approaching 1 million more than in the previous year
and over 27 million higher than pre-crisis levels. This increase in the number of jobseekers in 2015
occurred mainly in emerging and developing countries. The employment outlook in some of these
countries, notably those in Latin America, as well as some Asian countries (especially China) and a
number of oil exporters in the Arab States region, is expected to have worsened in recent months.

In most developed economies, 2015 was marked by better than anticipated job growth, especially in
the United States and some Central and Northern European countries. However, despite recent im-
provements, unemployment rates remain high in Southern Europe, and unemployment has tended to
increase in those developed economies most affected by the slowdown in emerging Asian economies.

...and making existing jobs increasingly vulnerable.

Poor job quality remains a pressing issue worldwide. The incidence of vulnerable employment — the
share of own-account work and contributing family employment, categories of work typically subject
to high levels of precariousness — is declining more slowly than before the start of the global crisis.
Vulnerable employment accounts for 1.5 billion people, or over 46 per cent of total employment. In
both Southern Asia and Sub-Saharan Africa, over 70 per cent of workers are in vulnerable employment.

As well as having limited access to contributory social protection schemes, workers in vulnerable
employment suffer from low productivity and low and highly volatile earnings. There are also sig-
nificant gender gaps in job quality. Women face a 25 to 35 per cent higher risk of being in vulnerable
employment than men in certain countries in Northern Africa, Sub-Saharan Africa and the Arab States.

The outlook is for unemployment to increase
by a further 3.4 million over the next two years...

The global economic slowdown that occurred in 2015 is likely to have a delayed impact on labour mar-
kets in 2016, resulting in a rise in unemployment levels, particularly in emerging economies. Based on
the most recent growth projections, global unemployment is expected to rise by nearly 2.3 million in
2016 and by a further 1.1 million in 2017.

Emerging economies are expected to see an increase in unemployment of 2.4 million in 2016. This
largely reflects the worsening labour market outlook in emerging Asian economies, in Latin America
and in commodity producing economies, notably in the Arab States region and Africa.

In developed economies, the number of unemployed is expected to decline slightly, but this will only
marginally offset the increase expected in emerging economies. In a number of European countries,
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unemployment rates will remain close to historical peaks. In the United States and some other devel-
oped economies, unemployment will decline to pre-crisis rates, but the outlook is for continuing or
increasing underemployment. Depending on the economy, this takes the form of involuntary temporary
or part-time work and lower participation rates, especially among women and youth.

...and for slower progress in reducing vulnerabhle employment,
which could reach 1.5 hillion by 2016...

In the coming years, the share of vulnerable employment is expected to remain at around 46 per cent
globally. The challenge will be particularly acute in emerging economies, where the number of vulner-
able workers is projected to grow by some 25 million over the next three years.

...leading to a pause in the expansion of the middle class and,
in some cases, intensified risk of social unrest...

In emerging economies, the size of the middle class (with daily consumption levels ranging between
US$5 and US$13, in purchasing power parity (PPP) terms) rose from 36 per cent of the total popu-
lation in 2011 to just under 40 per cent in 2015. In the coming years, the present trend of an increase
in the size of the middle class is projected to slow or even end. Among developing economies, the
share of the middle class is expected to continue to increase, but more slowly than in recent years.
This report points to renewed risks of social unrest associated with slower growth in emerging and
developing economies. In these countries, slower growth and disappointing access to middle class
living standards may fuel social discontent.

The improvement in the labour market situation in developed economies is limited and uneven, and in
some countries the middle class has been shrinking, according to various measures. Income inequality,
as measured by the Gini index, has risen significantly in most advanced G20 countries. Since the start
of the global crisis, top incomes have continued to increase while the poorest 40 per cent of households
have tended to fall behind.

...stalling efforts to further reduce working poverty...

Progress in terms of employment quality at the lower end of the earnings spectrum has also begun to stall.
In 2015, an estimated 327 million employed people were living in extreme poverty (those living on less than
US$1.90 a day in PPP terms) and 967 million in moderate or near poverty (between US$1.90 and US$5
a day in PPP terms). This represents a significant reduction in extreme poverty compared with the levels
in 2000, but the improvements since 2013 have been more limited (especially within the least developed
countries). Furthermore, the number of persons employed in moderate and near poverty has increased
since 2000, and evidence from other sources suggests that working poverty is on the rise in Europe.

...and complicating the tasks of increasing growth
and meeting demographic challenges.

When there is a shortage of decent jobs, more workers may give up looking for work. In 2015, the
number of working-age individuals who did not participate in the labour market increased by some
26 million to reach over 2 billion. Participation rates are expected to stabilize at 62.8 per cent of
the global working-age population (aged 15 years and above) but then to follow a moderate down-
ward trend, reaching 62.6 per cent in 2020 and falling further in subsequent years. Only developing
economies are expected to experience stable labour force participation rates, whereas developed and
emerging economies are likely to experience further declines in activity rates. In this regard, migration
is an important mechanism for balancing labour market supply and demand across countries. The
recent surge of refugees into Northern, Southern and Western Europe has led to the need to facilitate
the labour market entry of a large number of individuals as quickly and effectively as possible. In the
long term, the influx of migrants will help to counter skills shortages in certain areas and mitigate the
risks associated with secular stagnation.
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The current slow growth in the global economy and the prospect of lower long-term growth have many
causes, but falls in the working-age population and labour force participation rates as well as rising
inequality, vulnerable employment and poor job quality, mentioned above, are prominent factors.

Policy focus on quantity and quality of jobs and tackling
income inequality is paramount.

The need to address these long-term trends adds urgency to the calls by the ILO for a shift in eco-
nomic and employment policies. It is particularly important to strengthen labour market institutions
and ensure that social protection systems are well designed, in order to prevent further increases in
long-term unemployment, underemployment and working poverty. A rebalancing in reform efforts is
also needed. In particular, financial reforms need to ensure that banks perform their role of channel-
ling resources into the real economy and into investment for sustainable enterprise expansion and job
creation.

In the short term, there is room for manoeuvre in macroeconomic policies in many countries. This
should be used to prevent a further weakening of the global economy. Further decline in commaodity
prices is likely to worsen the fiscal position among major commodity exporters but, as this report
shows, large-scale expenditure cuts by these economies would have negative global spillover effects,
thus worsening the labour market outlook in their own and other countries. In light of historically low
interest rates, countries could finance necessary infrastructure projects, which would have important
multiplier effects without imposing a big burden on the public purse.

In the medium to long term, achieving the sustainable development goals (SDGs), particularly decent
and productive employment for all, will yield significant social dividends while contributing to strength-
ening and rebalancing the global economy. A concerted effort to tackle inequality through more and
better jobs will be absolutely crucial in this regard.

In sum, making decent work a central pillar of the policy strategy would not only alleviate the jobs crisis
and address social gaps, but would also contribute to putting the global economy on a better and more
sustainable economic growth path.
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A. Recent patterns in the global economy

The global economy has weakened

According to the latest International Monetary Fund (IMF) estimates, the global economy will grow by
3.1 per cent in 2015 and 3.6 per cent in 2016 (IMF, 2015d). This projection is significantly lower than
the pre-crisis growth record and less than predicted by the IMF a year ago.! The weakening of the world
economy is being driven by the slowdown in emerging and developing economies.?

Large emerging economies, such as Brazil and the Russian Federation, have entered a period of reces-
sion, while China, along with some other emerging and developing economies, is experiencing slower
economic growth. As a group, the emerging and developing economies continue to experience levels
of growth above the global average, with projections close to 4 per cent in 2015, whereas growth in
these economies reached 4.6 per cent in 2014 and 5.0 per cent in 2013. This slowdown is due to the
effects of several long-standing drivers, notably the decline in long-term capital investment, population
ageing, rising inequality and weakening productivity gains (box 1).

The slowdown in emerging economies, coupled with a dramatic decline
in commodity prices, is dampening the recovery

China’s move away from reliance on investment and export-led economic growth constitutes a major
factor behind the global slowdown (IMF, 2015d). The Chinese Government recently announced a new
growth target for the economy of 6.5 per cent, on average, over the next five years — half a percentage
point below the previous target (CPC, 2015). Growth in the industrial sector has slowed, while imports
have declined significantly. The shift towards the service sector in China, despite this sector’s rapid
pace of growth, is not sufficient to offset the fall in Chinese exports as a component of gross domestic
product (GDP).?

Chinese imports have also fallen, with global repercussions for countries reliant on exports to China.
The IMF recently estimated that a 1 percentage point drop in China’s GDP growth would lower growth
in the rest of Asia by about 0.3 percentage points (IMF, 2015a). Europe is also heavily reliant on exports
to China, which is its second largest export market after the United States.*

As China has reduced its demand for imports, commodity prices have declined to levels comparable
to those in the early 2000s, with significant repercussions for the global economy. This has weighed
heavily on commodity exporters — including both developed (e.g. Australia and Canada) and emerging
and developing economies (e.g. oil-producing Arab countries, Brazil, Chile, Indonesia, the Russian
Federation and the Bolivarian Republic of Venezuela). In contrast, the net importers of commodities
(e.g. the European Union, India, Thailand, Turkey and the United States) have benefitted from the
decline in prices, although this benefit has not been sufficient to offset the global slowdown.

Trade and investment flows remain sluggish

Growth in global trade and investment has remained correspondingly subdued. After expanding at
6.0 per cent per year from 1990 to 2011, trade growth decelerated to only 2.7 per cent per year over
the period 2012-14 (figure 2). The sharpest decline in trade growth was observed in emerging and
developing economies, where it fell from 9.4 per cent per year (1990-2011) to 4.9 per cent per year
(2012-14); in the case of developed economies the decline was from 5.2 per cent to 1.9 per cent
per year.

This deceleration in trade growth has been attributed to a number of cyclical factors which have char-
acterized the post-crisis period. These have included weak import demand from developed economies
and, more recently, growth slowdowns in some key BRICS economies, as described above. However,
there are also structural issues at play.

First, as global value chains approach their maturation stage, the lower trade elasticity to GDP growth
(i.e. the weakened relationship between growth and trade) may partly reflect decreasing benefits
from further international fragmentation of production. This argument is backed up by recent trends
of increased substitution of domestic inputs for foreign inputs in China and stabilizing manufacturing
imports in the United States.
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What are the drivers of the global growth slowdown?

The latest macroeconomic forecasts suggest that
GDP growth will remain subdued for the next two
years, continuing the trend which has seen me-
dium-term growth projections continually revised
downwards since 2011. In fact, actual GDP is close
to 2 per cent below potential output (IMF, 2015d;
Zhu, 2015). Moreover, the output gap may widen
further over the next few years, a situation which is
largely attributable to a host of self-reinforcing fac-
tors, including:

The decline in long-term capital investment: Despite
the fact that global savings are growing, long-term in-
vestment needs, especially in terms of infrastructure,
often remain unmet (Spence et al., 2015; Baldwin
and Teulings, 2014). This situation partly reflects
adjustments following the previous credit booms
in some economies. Meanwhile, the increasing
shortage of safe assets, underpinned by the secular
decline in real interest rates over the last two dec-
ades, risks remaining a structural drag on several
major economies. In particular, safe asset shortages
may increasingly incentivize reductions in long-term
investment in favour easier-to-securitise forms of
assets (Caballero and Farhi, 2014). Particularly within
developed countries, this shift away from long-term
investment may be partially attributable to the rise
of new business models that require little physical
capital, due to their knowledge-intensive nature,
which are lowering investment demand and, in turn,
the equilibrium levels of long-term interest rates.

Slowdown in working-age population growth: The
rapidly ageing population in developed econ-
omies, slower growth of the working-age popu-
lation in emerging and developing countries and

a widespread trend towards declining labour force
participation rates are all factors which are con-
straining labour supply growth and, in turn, the po-
tential for employment growth and output expansion
(see also section D of this chapter).

Uneven distribution of gains from growth: Following
a temporary interruption in the immediate aftermath
of the crisis, the incomes of the richest 1 per cent of
the population have started to grow again at a rate
which is considerably faster than those of the rest
of the population. It is estimated that in 2016 the
richest 1 per cent of the population will own more
than 50 per cent of global wealth — an increase from
44 per cent in 2009 (Oxfam, 2015). Furthermore,
evidence shows that there has been a secular down-
ward trend in labour shares which further contrib-
utes to widening income inequality, especially across
developed countries (ILO, 2014d). Taken together,
these trends are associated with weaker consumption
and demand deficits, leading to weaker investment
demand and, ultimately, lower economic growth.

Weak total factor productivity (TFP) growth: Reduced
capital investments appear to be the main reason
behind the long-lasting slowdown in TFP in both
developed and emerging economies. In addition,
any anticipated productivity gains from the new
wave of technological advancement have not yet
materialized. At the same time, as several emerging
economies approach the global technological fron-
tier, TFP gains may stabilize at lower levels than the
pre-crisis trends. While labour productivity growth
rates have been particularly slow in regions such as
Latin America and the Caribbean, Northern Africa
and sub-Saharan Africa (figure 1).

Annual productivity growth rates (2000-15) and productivity levels (2000), by ILO region
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Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.
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Average annual trade and investment growth rates, 1991-2014 (%)
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M 19912011 M 2012-14

World Emerging Developed World Emerging Developed
and developing economies and developing economies
| economies | | economies |
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Note: World trade refers to world imports of merchandise, whereas investment refers to gross fixed capital formation. Both series are
measured in US$ at constant prices (2005) and constant exchange rates (2005) in millions. Data for 2014 are preliminary.

Source: ILO calculations based on UNCTAD Statistics 2015 (UNCTAD, 2015) and World Bank, World Development Indicators [accessed
10 December 2015].

The second issue is the persistent decline in investment spending, which is the most trade-intensive
component of domestic demand. In fact, global investment has grown by only 2.6 per cent per year
between 2012 and 2014, down from a long-term trend of 2.9 per cent between 1991 and 2011. In
2015, it is expected to expand by less than 3 per cent. Even in the case of emerging and developing
economies which have significant infrastructure gaps, investment declined to an annual average of
3.4 per cent during the period between 2012 and 2014, compared to 3.7 per cent during the period
1991 to 2011.

Achieving the goal of decent work for all has become more challenging

Against the backdrop of long-standing structural weaknesses, combined with unfavourable and volatile
current conditions in the global economy, the world of work is being deeply impacted. Decent work
gaps remain pervasive across all regions in one form or another, from high rates of unemployment
in developed economies to chronic vulnerable employment rates in many emerging and developing
economies. Examining these challenges, section B introduces headline unemployment estimates for
both the global context and by economic and ILO country groupings. Section C then examines the
implications in terms of decent work deficits and job quality, namely the prevalence of vulnerable
employment and working poverty, and section D addresses two of the key structural labour market
challenges in the medium term: reduced labour force participation and lower working-age population
growth. Section E highlights recent rises in social unrest stemming from poor labour market conditions
and section F provides an overview of the decent work element of the Transforming Our World: The
2030 Agenda for Sustainable Development, which includes 17 Sustainable Development Goals (SDGs).
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B. Worsening of the employment outlook

Unemployment increased in 2015, although less sharply than anticipated

The trends in the global economy outlined above are having a considerable impact on the labour
market. In 2015, the global unemployment rate stood at 5.8 per cent and total global unemployment
increased by over 0.7 million to reach 197.1 million (figure 3).° While this is somewhat lower than
predicted in the World Employment and Social Outlook: Trends 2015, global unemployment is still
estimated to stand at more than 27 million higher than the pre-crisis level of 2007.

Global unemployment rate and total unemployment, 2005-15

220 6.4

6.2 - Total unemployment 6.2 Global unemployment rate

(left vertical axis) (right vertical axis)
\ 6.0 6.0
200 6.0

180 198.6 5.6
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160 5.2
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Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Deteriorating employment conditions in emerging economies
were not offset by improvements in developed economies

The global developments in unemployment were very much shaped by stronger than expected labour
market conditions in developed economies. The unemployment rate for developed economies as a
group, which accounts for nearly one-quarter of global unemployment, is predicted to have decreased
from 7.1 to 6.7 per cent between 2014 and 2015. This downward trend in the unemployment rate has
been driven by improvements in the Northern, Southern and Western Europe region (from 10.7 per
cent to 10.1 per cent, with notable reductions in Germany and lItaly), and the United States (from
6.3 per cent to 5.3 per cent) (table 1).

Meanwhile, growing unemployment in emerging economies is expected to edge the unemployment
rate up slightly for this group as a whole, from 5.5 per cent in 2014 to 5.6 per cent in 2015 (table 1).

The number of unemployed is projected to increase in both 2016 and 2017

Based on the most recent economic growth projections, the number of unemployed globally is forecast
to rise by about 2.3 million in 2016, with an additional 1.1 million unemployed in 2017 (table 1). The
majority of this increase in unemployment will take place in emerging economies, which are antici-
pated to add over 2.4 million to the tally of jobless in 2016 and another 1.4 million in 2017. Emerging
economies predicted to contribute the greatest number to this total are Brazil (0.7 million) and China
(0.8 million). Similarly, developing economies will see an increase in unemployment levels of 1 million
over the two-year period. In other words, in emerging and developing economies, the number of
jobless is expected to rise by 4.8 million over the next two years. Some of that increase will be offset
by continued improvements in developed economies, where unemployment levels are anticipated to
fall by 1.4 million over the course of 2016 and 2017, driven by reductions within the EU-28 and the
United States. The global outlook in terms of unemployment will, however, depend on how commaodity
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Table 1

Unemployment rate and total unemployment: Trends and projections 2007-17

Global estimates and major country groupings
WORLD

Developed economies
Emerging economies
Developing economies

G20 Economies

G20 Advanced economies
G20 Emerging economies

EU-28
EU-19

Arab States

Saudi Arabia

Central and Western Asia
Turkey

Eastern Asia

China
Japan
Korea, Republic of

Eastern Europe
Russian Federation
Latin America and the Caribbean

Argentina
Brazil
Mexico

Northern Africa
Northern America

Canada
United States

Northern, Southern and Western Europe

France
Germany

Italy

United Kingdom

South-Eastern Asia and the Pacific

Australia
Indonesia

Southern Asia

India

Sub-Saharan Africa
South Africa

1. Global employment and social trends

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

— 5.8 5.8 5.8 5.7 197.1 199.4 200.5
— 71 6.7 6.5 6.4 46.7 46.1 45.3
T ~—— 5.5 5.6 5.6 5.6 135.3 137.7 139.1
—_— 5.5 5.5 5.5 5.5 15.1 15.6 16.1
e 5.5 5.4 5.4 5.3 123.9 124.3 123.8
- 1.3 6.8 6.6 6.5 42.2 41.2 40.2
N ~—— 4.9 4.9 4.9 4.9 81.7 83.1 83.6
—_  10.2 9.4 9.2 9.1 23.2 22.7 22.2
116 10.9 10.7 10.4 17.5 171 16.7
- 10.1 10.1 10.2 10.2 5.3 5.5 5.6
N—"" 59 5.8 5.7 5.7 0.7 0.7 0.7
—_— 9.1 9.2 9.4 9.4 6.8 7.0 71
— 9.9 10.3 10.5 10.4 3.0 3.1 3.1
— 4.5 4.5 4.5 4.6 42.1 42.4 42.7
—— 4.6 4.6 4.7 4.7 37.3 37.7 38.1
S — 35 3.3 3.2 31 2.2 2.1 2.0
—_—— 8.5 3.7 85 34 1.0 0.9 0.9
_— 6.8 6.9 7.0 6.9 10.2 10.3 10.1
—_—— 5.2 5.8 6.2 6.1 4.4 4.7 4.6
~ T — 6.4 6.5 6.7 6.7 19.9 21.0 21.2
— 7.3 6.7 6.9 6.7 1.3 1.4 1.4
— 6.8 7.2 77 7.6 7.7 8.4 8.4
— 4.9 4.3 4.1 4.0 2.5 2.4 2.4
—_— 125 12.1 11.8 11.6 8.8 8.8 8.8
— 6.3 5.5 5.1 4.9 10.0 9.3 9.0
— 6.9 6.9 6.8 6.8 1.4 1.4 1.4
— 6.3 5.3 49 4.7 8.7 7.9 77
—_—  10.7 10.1 9.9 9.7 21.8 21.4 21.0
—_— 103 10.6 10.4 10.0 3.1 3.0 2.9
— 5.0 4.6 4.6 4.7 2.0 2.0 2.0
e 12.7 12.1 12.0 11.5 3.0 3.0 29
e 6.1 5.5 5.4 5.5 1.8 1.8 1.9
— 4.3 4.4 4.3 4.2 15.1 15.2 15.1
— 6.1 6.3 6.3 5.8 0.8 0.8 0.7
—— 59 5.8 5.7 5.6 7.3 7.3 7.3
I N— 4.2 4.1 4.1 4.0 28.8 29.1 294
S ~—— 35 35 34 34 175 17.5 17.6
S———- 1.3 1.4 1.5 1.5 28.2 29.4 30.4
—_ 249 25.1 25.5 25.7 5.1 5.3 54

Note: See Appendix A for the list of country groups by geographic region and income level. Figures for 2015, 2016 and 2017 are projections.




Commodity exporters’ fiscal balances have
become increasingly reliant on high prices,
creating pressure to consolidate expendi-
tures when the prices fall below the budget
benchmark. While most advanced econ-
omies (particularly in the EU) have bene-
fitted from lower commodity prices, they
would face significant repercussions from
a fiscal consolidation by commodity ex-
porters. As Figure 4 illustrates, large-scale
expenditure cuts by commodity exporters

Unemployment risks and spillover effects of a return to austerity

aimed at reducing fiscal deficits would have
global spillover effects, further worsening
the labour market outlook.' In particular,
emerging markets, among which can be
found the major commodity exporters,
face the prospect of 2 million additional
unemployed by 2017.2 Furthermore, the
efforts of developed economies to further
reduce unemployment would be affected
by lower demand due to a fall in imports
from commodity exporters.

1. In this scenario, commodity exporters are assumed to reduce their expenditures by half of the additional deficit in-
curred due to lower commodity prices by 2017. It implies that 37 countries would reduce their expenditure by an average

of 2.4 per cent of GDP.

2. One of the channels through which fiscal contraction would lead to an increase in unemployment is the decline in
public investment and, therefore, public sector employment, as is already the case with some of the Gulf Cooperation

Council (GCC) countries (see Chapter 2).

Unemployment developments in a scenario involving expenditure cuts

by commodity exporters
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Notes: Baseline corresponds to figures from table 1. The scenario of expenditure cuts assumes reduced government
expenditure by 37 commodity exporters by an average of 2.4 per cent of GDP. See Appendix D for more details.

Source: ILO calculations based on UN Department of Economic and Social Affairs, World Economic Forecasting Model
and ILO Research Department’s Trends Econometric Models, November 2015.
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exporters react to falling revenues arising from lower prices. Substantial cuts in spending would have
important spillover effects, raising global unemployment by 3.4 million over 2016 and 2017, 2 million
of which would be in emerging economies (box 2).

In terms of unemployment rates, the global estimate for 2016 is expected to remain unchanged at
5.8 per cent, improving marginally to 5.7 per cent in 2017, driven by improvements in developed econ-
omies (the unemployment rate in emerging and developing economies is forecast to remain unchanged
between 2015 and 2017 at 5.6 per cent and 5.5 per cent, respectively). There is considerable heter-
ogeneity among emerging economies, with significant increases in the unemployment rate in Brazil,
the Russian Federation and South Africa anticipated for 2016 with some modest improvements in the
former two expected in 2017. The deteriorating labour market conditions in these large economies will
have knock-on effects in their respective regions, as spillovers from migration, reductions in remit-
tances and slower earnings growth affect neighbouring economies (see Chapter 2). Meanwhile, most
of the major developed economies will see rates stabilize or continue to show modest improvements.
In the case of the EU-28, the unemployment rate is projected to be 9.1 in 2017, 1 percentage point
lower than in 2014. Similarly, in the United States, the unemployment rate is expected to dip below
5 per cent in 2016, reaching 4.7 per cent in 2017.

Change in global unemployment rate, 2015-17 (percentage points)
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Note: The chart displays the percentage point (pp) change in the projected unemployment rate between 2015 and 2017, according to a quartile distribution.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.
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C. Job quality remains a global concern

The trend in vulnerable employment is improving
but still affects 1.5 billion people worldwide

Vulnerable employment is the share of own-account and contributing family workers in total
employment. These categories of work are typically subject to high levels of precariousness, in that
persons in vulnerable employment often have limited access to social protection schemes (box 3).
Vulnerable employment accounts for over 46 per cent of total employment globally (table 2)° translating
into nearly 1.5 billion people. While the trend is downward, its prevalence in absolute terms indicates
that there are large gaps in the inclusiveness of growth patterns and the availability of decent work.

The problem of vulnerable employment is particularly acute in emerging and developing economies,
affecting over half and three-quarters of the employed population, respectively. In both Southern Asia
and sub-Saharan Africa the rates are roughly 73 per cent and 70 per cent, respectively.

Vulnerable employment and social protection

The ILO’s World Employment and Social
Outlook 2015: The changing nature of jobs
showed that workers who are in vulnerable
employment — own account and contrib-
uting family workers — have limited access
to contributory social protection schemes,
which tend to be more common among

However, the report also shows that being
in wage and salaried employment is not a
guarantee of access to social protection. In
fact, more than 40 per cent of all wage and
salaried workers are not covered by social
protection. This proportion rises to more
than 70 per cent in sub-Saharan Africa.

wage and salaried workers (figure 6). In
total, only slightly over 5 per cent of vul-
nerable employees have access to such
schemes.

Vulnerable workers lack access to social protection, most recent year available
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Source: ILO calculations based on the analysis of National Household Survey data from 94 countries.
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Vulnerable employment rate, 2016, by country

no data [J]
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Note: The chart displays the share of the employed population classified as being in vulnerable employment, based on a quartile distribution.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Table 2 Vulnerable employment rates, 2007-19 (percentages)

2007-14 2014 2015 2016 2017 2018 2019
WORLD e 46.3 46.1 46.0 45.9 45.9 45.8
Developed economies S~——— 10.5 10.4 104 10.3 10.3 10.2
Emerging economies ~—— 53.1 52.9 52.6 52.3 52.1 51.9
Developing economies — 76.8 76.7 76.6 76.5 76.3 76.2
G20 Economies RS 42.0 41.7 41.6 41.4 41.3 41.2
G20 Advanced economies ~— 9.9 9.8 9.7 9.6 9.6 915
G20 Emerging economies ~—— 53.7 53.4 5EN! 52.8 52.6 52.4
EU-28 ST 12.3 12.2 12.1 12.0 1.9 11.8
Arab States ~——— 17.5 18.0 17.7 17.7 17.8 17.9
Central and Western Asia — 33.0 32.6 2.3 32.0 316 31.1
Eastern Asia — 42.6 42.1 41.6 41.3 41.1 40.9
Eastern Europe Ne——— 11.3 11.2 11.5 11.4 11.4 11.3
Latin America and the Caribbean ~— 31.0 31.0 31.1 31.1 311 311
Northern Africa S~—— 34.2 34.0 33.8 33.6 334 33.2
Northern America — 6.5 6.5 6.4 6.3 6.2 6.1
Northern, Southern and Western Europe N~ 11.5 11.5 11.4 11.3 11.2 11.1
South-Eastern Asia and the Pacific —— 54.4 54.1 53.7 53.3 52.9 52.5
Southern Asia — 74.1 73.6 73.3 72.8 72.4 71.9
Sub-Saharan Africa —_— 69.8 69.9 69.7 69.6 69.5 69.4

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.
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Progress in reducing working poverty has stalled

The lack of productive job opportunities, coupled with an absence of adequate social protection, thrusts
large segments of the population in emerging and developing countries into low-paid employment,
often as their own employer, thereby raising the risk of poverty. Important progress has been made in
reducing the share of extreme working poor (those falling below the US$1.90-a-day threshold, 2011
PPP) in total employment over recent decades, particularly under the Millennium Development Goals
(MDGs), from 33.2 per cent to 12.0 per cent, globally, over the period 2000 to 2015 (figure 8).” A similar
trend was observed at the less than US$3.10-a-day level — the moderately poor threshold — which de-
creased from 57.3 per cent to 27.9 per cent over the same period. This trend has continued downwards
between 2014 and 2015, by 0.5 percentage points from 12.5 per cent at the extreme poverty level,
and by 0.5 percentage points from 16.4 per cent at the moderate poverty level.

Employment by economic class, 1992-2020 (percentages)

Panel A. Developing economies
ping Developed middle class and above (above $13, PPP)
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Extremely poor (less than $1.90, PPP)
0
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Panel B. Emerging economies
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Note: The chart shows employment shares by economic class for developing and emerging economies up to 2020. Economic classes are
defined by per capita per day consumption levels in US$, 2011 PPP. A consumption level above US$13 per capita per day is equivalent
to developed economies’ middle-class status.
Source: October 2015 update of the model in Kapsos and Bourmpoula (2013); ILO calculations based on ILO Research Department’s
Trends Econometric Models, November 2015.
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Despite continued improvements in reducing the shares of working poverty, efforts to reduce the
absolute numbers of working poor at both thresholds have stalled. In 2015, an estimated 327 million
employed people were living in extreme poverty and 967 million in moderate and near poverty. The
absolute number has been falling by an annual average of 4.9 per cent (extreme poor) whereas it
increased by 0.7 per cent (moderately and near poor) over the period 2000 to 2015. This has been
the case for both developing economies and emerging economies, which account for approximately
30 per cent and 70 per cent of the world’s extreme poor, respectively. However, in developing econ-
omies the rate of decline in the numbers of working poor has slowed and between 2012 and 2015
the number of extreme poor decreased by around 0.9 per cent per annum whereas the number of
moderately and near poor increased by around 5.2 per cent. This is an important development for this
low-income group — which consists predominantly of sub-Saharan African countries, including Malawi,
Mozambigue and the United Republic of Tanzania, but also encompasses Latin America and the
Caribbean countries such as Haiti, and those from Asia and the Pacific, including Cambodia and Nepal.

Informal employment remains pervasive in many developing
and emerging economies

Informal employment, as a percentage of non-agricultural employment, exceeds 50 per cent in half of
the countries with comparable data. In one-third of countries, it affects over 65 per cent of workers.
The problem of informality is rooted in the inability of countries to create a sufficient number of formal
jobs to absorb all those who want to work. When there is a lack of decent jobs, workers often turn to
informal employment, which is typically characterized by low productivity and low pay. This problem is
unlikely to recede quickly, particularly in developing economies with rapid population growth.
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D. Slowing labour force growth

Globally, there are over 2 billion working-age people who are not participating in the labour market.
Some 26 million joined these ranks in 2015. According to ILO projections, participation rates are ex-
pected to stabilize at 62.8 per cent of the global working-age population, but then follow a moderate
downward trend to 62.5 per cent until 2020 (table 3).® Developed and emerging economies are likely
to see further declines in activity rates, while developing economies are expected to experience more
stable labour force participation rates.

As highlighted in the 2015 edition of this report, falling participation rates are due to both cyclical and
structural factors. When jobs are scarce due to recession or slow recovery in the economic cycle, some
jobseekers become discouraged and drop out of the labour market. In terms of structural factors,
population ageing and increasing years spent in education in many countries result in shrinking or
slower growth in the working-age population. These two effects need to be differentiated to provide a
clearer understanding of the future path of labour force participation and to design and implement an
effective set of policy interventions.

In the case of developed economies, the decline in participation rates in the aftermath of the crisis
stemmed from weak labour market prospects, particularly for young people who often chose to extend
their education. Indeed, some developed countries that experienced sharp declines in employment
also saw a significant drop in participation rates. As labour markets improve, some of the downward
trend is likely to be reversed — this is evident from the stabilization in participation rates in many of the
developed economies.

Participation rates have also been declining in emerging economies and some developing economies.
Some of this decline is due to more young people moving into or staying longer in education rather
than entering the world of work, while in some cases fewer women are joining the labour market due
to income and wealth effects.

In developing countries, both women and men tend to have very high labour force participation rates
(82.8 per cent for males in 2015 and 71.0 per cent for females), often reflecting poverty, the lack of
social protection and the need to earn whatever income is possible to satisfy basic needs (see box 4).
In contrast, in emerging economies, the total labour force participation rate for women, which in 2015
is estimated at 46.7 per cent, is drawn downwards by chronically low levels of female participation in
the emerging economies of the Arab States, Northern Africa and Southern Asia.

Global working-age population growth stood at an annual average of 1.5 per cent between 2007 and
2014, but is slowing and is anticipated to decrease to 1.3 per cent over the next five years to 2020
(see table 4). In a number of regions, this slowing growth in working-age population is coupled with
extended life expectancy. This combination of factors could translate into increased dependency ratios,
whereby the ratio of inactive individuals to active ones increases in the total population. Only devel-
oping economies as a country-grouping are exhibiting relatively fast growth rates of the working-age
population which, in light of stagnant forecasts for female labour force participation rates, will increase
pressure to address the issue of job creation specifically targeting women (see also box 4).
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Table 3 Labour force participation rates and projections to 2020, selected country groups (percentages)

Total

WORLD ~——__ 629 62.9 62.8 62.8 62.7 62.6 62.5
Developed economies T~—_ 606 60.5 60.4 60.3 60.1 60.0 59.8
Emerging economies S~—~——___ 623 62.3 62.2 62.1 62.0 61.9 61.8
Developing economies ———~—_ /68 76.8 76.8 76.9 76.9 76.9 76.9
G20 Economies T~ 624 62.3 62.2 62.1 61.9 61.7 61.6
G20 Advanced economies T~— 601 60.0 59.8 59.7 59.5 59.4 59.2
G20 Emerging economies ~—___ 633 63.2 63.1 63.0 62.8 62.7 62.5

wa.e. ...
WORLD T 762 76.1 76.1 76.1 76.1 76.0 76.0
Developed economies - ~—_ 691 68.9 68.8 68.7 68.5 68.4 68.2
Emerging economies ~—~— 777 77.6 77.6 77.6 77.6 77.5 77.5
Developing economies - 830 82.8 82.8 82.8 82.9 82.9 82.9
G20 Economies T——~—_ 756 75.5 75.5 75.5 75.4 75.3 75.1
G20 Advanced economies - ~— 680 679 67.8 67.6 67.4 67.2 67.0
G20 Emerging economies ———_ 785 78.4 78.4 78.4 78.3 78.2 78.1
fewgte ...

WORLD T 497 49.6 49.6 49.5 49.5 49.4 49.2
Developed economies ~ — 525 52.6 52.5 52.5 52.3 52.2 52.1
Emerging economies 468 46.7 46.6 46.6 46.4 46.3 46.1
Developing economies - ~~ 710 71.0 71.0 71.0 71.0 71.0 71.0
G20 Economies T——_ 4922 49.1 49.0 48.8 48.7 48.5 48.2
G20 Advanced economies ~~ ~ bB26 52.7 52.6 52.5 52.4 52.2 52.1
G20 Emerging economies S~ 477 47.6 47.5 47.3 47.2 46.9 46.7

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Table 4 Working-age population growth rate and projections to 2020, selected country groups (percentages)

WORLD e 1.3 1.3 1.3 1.3 1.3 1.3 1.2
Developed economies — ~— 0.6 0.5 0.5 0.5 0.4 0.4 0.4
Emerging economies ——— 1.4 1.4 1.4 1.3 1.3 1.3 1.3
Developing economies —— 3.2 3.2 3.2 3.1 3.1 3.1 3.1
G20 Economies — 1.0 1.0 0.9 0.9 0.9 0.9 0.9
G20 Advanced economies — o~— 0.4 0.4 0.3 0.3 0.3 0.3 0.3
G20 Emerging economies —— 1.2 1.2 1.2 1.1 1.1 1.1 1.1
.. ...
WORLD o 1.4 1.3 1.3 1.3 1.3 1.3 1.3
Developed economies - —~—— 06 0.6 0.5 0.5 0.5 0.4 0.4
Emerging economies —— 1.4 1.4 1.4 1.3 1.3 1.3 1.3
Developing economies —_— 3.2 3.2 3.2 31 3.1 3.1 3.1
G20 Economies o 1.0 1.0 1.0 0.9 0.9 0.9 0.9
G20 Advanced economies o ~— 0.4 0.4 0.4 0.4 0.3 0.3 0.3
G20 Emerging economies — 1.2 1.2 1.2 1.1 1.1 1.1 1.1
fewate ...
WORLD o 1.3 1.3 1.3 1.2 1.2 1.2 1.2
Developed economies o o~—— 0.5 0.5 0.5 0.4 0.4 0.4 0.4
Emerging economies — 1.4 1.4 1.4 1.3 1.3 1.3 1.3
Developing economies e 3.1 31 31 3.0 3.0 3.0 3.0
G20 Economies o 1.0 0.9 0.9 0.9 0.9 0.9 0.9
G20 Advanced economies —o~— 0.4 0.3 0.3 0.3 0.3 0.3 0.3
G20 Emerging economies i 1.2 1.2 1.2 1.1 1.1 1.1 1.1

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.
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E. Intensified risks of social unrest

As growth slows in emerging and developing economies, social unrest has been on the rise (see
figure 9). After a few turbulent years in the aftermath of the global crisis, the expression of dissatisfac-
tion with the economic and social situation had started to decline in many regions (see ILO, 2015i),
but as the economic situation began to deteriorate once more, most notably in developing economies,
social unrest became more apparent.

In contrast, in the developed economies where the recovery has strengthened, social stability has
continued to improve, while emerging economies are exhibiting little change. Should the current im-
provements in labour market conditions prove to be short-lived, the situation could quickly reverse.
In both groups of countries, widespread unemployment among young males, which remains at an
elevated level in developed economies, is often a key driver behind political and social movements.

Social unrest: Change hetween 2014 and 2015

(No change)

Average change in social
unrest index 2014-15

|
N

Developing economies Emerging economies Developed economies

Note: The social unrest index for each country ranges from O (lowest) to 100 (highest). The figure shows the average change for all
countries within an income group. See Appendix A for income group classification.

Source: ILO calculations based on GDELT Event database (http://gdeltproject.org).
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F. Decent work at the heart of sustainable development

The newly adopted SDGs stress the key role of decent work in ensuring inclusive economic growth as
well as its contribution to enhancing social and environmental outcomes, addressing the three dimen-
sions of sustainable development in a balanced and mutually reinforcing way. From what was previously
only a subcomponent of the MDGs on Poverty Eradication, decent work is now brought to the forefront
of the new agenda with SDG 8: “Promote sustained, inclusive and sustainable economic growth, full

and productive employment and decent work for al

, and mainstreamed across the Agenda. Since

the quest for decent work is a universal concern, SDG 8 will provide a further impetus to address the
root causes of poverty and inequality. In view of the recent trends, the new Agenda is relevant to all
countries, developed as well as emerging and developing.

Gender equality and women’s empowerment are
key policy objectives for the 2030 Agenda for
Sustainable Development. Over the recent decade,
gaps in labour force participation rates have nar-
rowed slightly in most regions and globally there has
been a significant decrease in the number of women
in vulnerable employment. Despite this progress,
however, several gaps persist and more steps need
to be taken to address them. In particular, gender
gaps in unemployment remain significant, especially
for young women. Moreover, women continue to be
overrepresented as contributing family workers or
in other informal work arrangements, limiting their
access to social protection measures, such as pen-
sions, unemployment benefits or maternity protec-
tion. Also, in most regions of the world, women are
more likely to be underemployed and to undertake
part-time jobs or work under temporary contracts.

Women continue to suffer from significant pay
gaps, which result from occupational segregation
and discrimination as well as differences in hours
worked. In developed countries, women are particu-
larly concentrated in less well-remunerated sectors,
such as health and social work, education and other
services. In many developing and particularly low-
income economies, women are overrepresented
in time- and labour-intensive agricultural activities,
which are often poorly remunerated, if they are paid
at all. In order to address both gender employment
and pay gaps, a well-designed set of policies and
good practices is necessary. Depending on country
circumstances, these may include:

e availability of part-time opportunities for those
who voluntarily choose them, ensuring that these
are not concentrated in low-paid work

e vocational training and apprenticeship pro-
grammes for youth, and especially young women,
to facilitate a smoother transition from school to
work

Source: ILO, 2016b (forthcoming).
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e educational programmes, training, mentorship
and exposure to encourage more young women
to enter non-stereotypical fields of study and
work

e accessible and affordable childcare and good
quality care for the elderly, as well as adequate
maternity protection, and paternity and parental
leave aimed at fathers.

To bring gender issues into the mainstream of so-
ciety, a set of specific strategic approaches and in-
stitutional processes need to be adopted in national
public and private organizations, at both central
and local policy level. Gender mainstreaming aims
to transform discriminatory social institutions that
might be embedded in laws, cultural norms and
community practices. Sound legal frameworks that
ban employment discrimination based on gender,
maternity, paternity and family responsibilities must
also be effectively enforced and provide for adequate
redress. Legal and other barriers to employment and
career progression, including restrictions on own-
ership, access to land or to financial services, as
well as restrictions applying to female employment
in certain occupations and during certain working
hours must also be addressed through effective law
and policy.

In this respect, government budget and fiscal
measures can play an important role in promoting
women’s development and gender equality, par-
ticularly when countries recognize that govern-
ment budgets are not gender-neutral and fiscal
measures may have different impacts on men and
women. “Gender budgeting” — by incorporating
gender issues into the regulations and practices un-
derlying the budget — has been used to achieve a
wide variety of goals, including increased access to
education, childcare and health services, as well as
higher rates of female labour force participation and
reduced violence against women.



Indeed, decent work cuts across several goals in addition to SDG 8. For instance, access to decent
employment opportunities and the extension of social protection floors to all are the most effective
ways to ensure that those living below the poverty line are able to lift themselves and their families
above any given poverty threshold (SDG 1). Ensuring healthy lives and the promotion of well-being
(SDG 3) as well as providing access to education and the opportunity to develop the skills necessary
for decent jobs (SDG 4) are a precondition for a productive workforce. The empowerment of women
and achieving gender equality (SDG 5) are central dimensions of the decent work agenda, notably in
raising female labour force participation and tackling gender wage gaps (see box 4). In this same vein,
reducing labour market imbalances would contribute significantly to addressing inequality within and
among countries (SDG 10). The new Agenda calls for greater compliance with international and national
labour standards for all groups of working people, particularly migrant workers and those in informal
and vulnerable forms of work (SDG 8, target 8).° SDG 9, on sustainable industrialization, calls for in-
clusive and sustainable industrialization and that, by 2030, industry’s share of employment and GDP
should be significantly increased, in line with national circumstances, and that its share be doubled in
the least developed countries. The implementation of the labour market and social protection policies
listed in the ILO Global Jobs Pact is mentioned as means of achieving the decent work outcomes in the
new Agenda. Furthermore, elements of the decent work agenda can be associated with environmental
outcomes, notably in the areas of sustainable consumption and production (SDG 12), climate change
(SDG 13), preservation of the oceans (SDG 14) and promotion of peaceful societies, the rule of law and
strengthened institutions (SDG 16).

The widespread prevalence of forced labour, human trafficking
and child labour hinders the availability of decent employment for all,
including for future generations

The Sustainable Development Agenda calls for immediate and effective measures to eradicate forced
labour, to end modern slavery and human trafficking, prohibit and eliminate the worst forms of child
labour and end child labour in all its forms by 2025. The ILO estimates that there are 21 million people
worldwide who are victims of forced labour — trapped in jobs into which they were coerced or deceived
and which they cannot leave (ILO, 2012). Of these, 90 per cent are exploited in the private economy
(through sexual exploitation or employment in domestic work, agriculture, construction and manufac-
turing), while another 10 per cent are in state-sanctioned forced labour (prisons, work imposed by
military, etc.).

Emerging and developing countries in the Asia and the Pacific region account for the largest share of
forced labour (including human trafficking) in the world — 56 per cent (11 million) — followed by Africa
at 18 per cent (3.7 million) and Latin America and the Caribbean at 9 per cent (1.8 million)." The
highest number of victims per thousand inhabitants can be observed in Central and Eastern Europe
(at 4.2) and sub-Saharan Africa (4.0).

At the same time, the ILO estimates that 168 million children aged between 5 and 17 are involved
in child labour across the world, constituting 10.6 per cent of all children in the age group." Of this
number, 85.3 million are in hazardous work, constituting 5.4 per cent of the total age group (ILO, 2013).
While these figures remain very high, progress has been made since the start of the millennium. This
figure represents a decrease in child labour from 245.5 million (15.5 per cent) and, with regard to haz-
ardous work, from 170.5 million (11.1 per cent) in 2000. Globally, child labour rates are slightly higher
for boys than girls (50.7 per cent and 49.3 per cent of the total, respectively). However, girls’ involve-
ment in child labour is likely to be underestimated due to shortcomings in data concerning household
work, particularly hazardous chores, as well as other, less visible forms of labour.
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Monitoring progress will require comparable, reliable and timely data

There are 169 targets within the 17 SDGs, and currently over 200 indicators have been proposed to
track these (see Appendix C). By the end of 2016, governments are scheduled to agree on a final list of
indicators. However, comparable, reliable and timely data are required to track the indicators and these
are often lacking. Innovations will be required to encompass several dimensions, including scaling up
administrative registers (proven to be an efficient and inexpensive method of data collection), ensuring
that the national statistics offices (NSOs) have the capacity and technology to collect high-quality inter-
nationally comparable data and enabling harmonization and cross-country comparability of data (box 5).

SDGs and the importance of comparable, reliable and timely data

The ILO has made significant progress in col-
lecting data on indicators such as informal
employment in collaboration with govern-
ments’ NSOs, but such information is often
produced only on an irregular basis. There is
a clear need for labour statistics to go beyond
the headline indicators that are commonly
collected by NSOs. To achieve this end,
efforts must be made to enhance capacity
and ensure that new methodologies and
technologies are widely shared (SDG 17).

Many innovations have been introduced to
facilitate the examination of labour market

1. Global employment and social trends

outcomes, such as working poverty and
vulnerable employment. It is likely that
the SDGs will herald further innovations in
terms of indicators, data collection methods
and dissemination. Furthermore, countries
will adapt the SDGs to meet their own
needs in terms of tracking progress and
achievements, as was the case with the
MDGs. Over the next 15 years, new ways
of measuring progress within the SDGs are
likely to emerge, which will enhance the un-
derstanding of the development challenges
facing the global community.






gions (see Appendix A for a list of ILO countries and regional classifications). In terms of un-

employment, the short-term outlook shows that Europe and Central Asia and Northern America
will do relatively well in comparison to other regions, including Latin America and the Caribbean, the
Arab States, Asia, and Sub-Saharan Africa. However, unemployment levels and rates do not often
capture well the extent of the labour market and social challenges. This is particularly the case in
the emerging and developing economies, where the persistence of vulnerable employment, informal
employment and working poverty is of key concern (ILO, 2015i). Even in Europe and Central Asia and
Northern America, where unemployment is expected to decline, long-term unemployment and youth
unemployment remain significant labour market and social challenges. In this respect, all countries and
regions of the world are confronting the challenge of creating sufficient quality employment.

Q s highlighted in Chapter 1, labour market and social conditions vary considerably across re-

With that in mind, this chapter will assess both across and within regions (i) recent economic and
labour market developments; (ii) short-term employment and social prospects; and (iii) major deficits
and challenges to achieving success in terms of the SDGs.

A. Africa

NORTHERN AFRICA

Signs of economic recovery are surfacing, although security
and political factors continue to weigh on growth

Despite continuing regional conflicts and difficult political transitions in a number of countries, Northern
Africa is expected to register a slow but steady economic rebound over the next few years. GDP is
estimated to have expanded by 3.7 per cent in 2015 — after having bottomed out at 2.0 per cent in
2011 - and the region is projected to continue growing at rates close to 4 per cent or higher over the
forecast horizon (IMF, 2015d). However, a number of country-specific risks persist. The decline in
tourism revenue due to the uncertain security situation is severely affecting Tunisia, where GDP growth
is expected to have been a mere 1 per cent in 2015, down from 2.3 per cent of 2014. Likewise, GDP
growth in 2015 will have remained subdued in Libya (2.1 per cent)*” and Algeria (3.1 per cent). On
the upside, economic growth in Egypt and Morocco has proven to be more resilient to geopolitical
tensions in the region (although recent developments in the former may negatively affect the outlook).
GDP growth in 2015 is expected to have reached 4.8 per cent in Morocco and 4.2 per cent in Egypt,
the best performance for both countries since 2011.

In line with the stronger growth outlook, productivity growth is also projected to pick up in coming
years, increasing from 1.1 per cent in 2015 to 2.1 per cent by 2017 (table 5). Yet, productivity gains
remain weak compared to productivity performances in some regions at a similar stage of economic
development. There are also a number of structural and institutional factors hampering firm creation
and growth prospects. These factors include: cumbersome bureaucracy for businesses, in particular
small firms; low participation of women in the labour force; and low levels of entrepreneurial activity.

Unemployment appears to be on a downward trend, but labour market distress
remains pervasive, particularly among women and youth

Against this background, there are some signs that employment creation in the Northern Africa is
strengthening. This has led to the first decline in the incidence of unemployment since 2011. The
unemployment rate is expected to have reached 12.1 per cent in 2015 — down from 12.5 per cent in
2014 - and is projected to further decline over the next couple of years (table 5).
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Labour market outlook for Northern Africa (2000-17)

2000-07 2008-13 2014 2015 2016 2017

Labour force participation rate 47.4 47.7 48.0 48.2 48.3 48.3
Unemployment rate 13.4 11.4 12.5 12.1 11.8 11.6
Employment growth 2.9 1.9 1.5 2.5 2.1 2.2
Vulnerable employment 36.7 337 34.2 34.0 33.8 33.6
Working poverty (less than US$1.90) 8.6 6.0 5.2 5.2 5.3 5.2
Working poverty (between US$1.90 and US$3.10) 26.4 20.5 19.0 18.8 18.6 18.2
Productivity growth 19 0.8 -0.4 1.1 1.8 2.1

Note: Employment and productivity growth figures present percentage growth rates. Employment figures refer to the total economy.
Labour productivity is measured as real output per worker, PPP-adjusted. Vulnerable employment share is defined as the sum of own-
account workers and contributing family workers in total employment.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Growth remains too low and not sufficiently inclusive to make a significant impact on youth un-
employment, however. Northern Africa has, as a whole, the highest regional youth unemployment rate
in the world, at close to 30 per cent in 2015, and there are no signs that it will fall significantly in the
near future. Moreover, the unemployment rate masks the fact that the labour force participation rate
in the region remains among the world’s lowest, standing at 48.2 per cent in 2015 against a global
average of 62.9 per cent. This is mainly due to the extremely low participation rates among women and
youth —at 22.5 per cent and 31.9 per cent respectively in 2015.

In addition, a large share of youth, particularly young women, find themselves not in education,
employment or training (NEET). Recent data show that, among those aged 15-29 years old, NEETs
account for 32 per cent in Tunisia (reaching some 42 per cent of young women) and 40 per cent in
Egypt (64 per cent of young women) (ILO, 2015e). These NEET figures are particularly worrisome
because inactivity at an early stage in life has a negative impact on employability, future earnings and
access to quality jobs.

Targeted policy interventions are needed in the areas
of youth policy and activation strategies

The increased access to education over the past decade has resulted in more young people aspiring to
jobs in professional occupations. Unfortunately, there are currently not enough jobs available within this
category to meet the supply of graduates. Some steps in this direction have been taken, by increasing
investment in stronger skills identification and anticipation systems, in particular at the sectoral level. It
should be noted that the region sends a relatively large share of skilled workers abroad, underscoring
the range of factors at play in matching potential employers with skilled workers.

Several countries in Northern Africa are starting to devote more attention to the design and imple-
mentation of active labour market programmes, targeting young graduates in particular. These invest-
ments in labour market measures are funded through public sector financing and through resources
from development partners. For instance, the Government of Tunisia has established an employment
fund to support activation measures, while the Government of Morocco is looking into the feasibility
of establishing a similar mechanism. Public employment services in Northern Africa are chronically
understaffed, however, and they often do not have the means or the expertise to provide services of
sufficient quality.

Meanwhile, more than one in three workers are in vulnerable employment and 24 per cent of people
employed find themselves under the poverty threshold of US$3.10 per day (PPP) (table 5). Despite
some improvement in working conditions, the quality of employment remains an issue of particular
concern in the context of the SDGs (see box 6).
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SDGs and the labour market in Northern Africa

As this section has shown, economic growth
in Northern Africa has continued despite
the ongoing political crises and instabili-
ties. However, the continued turmoil has
dampened social progress in the region,
particularly when it comes to providing
better employment opportunities for youth,
bridging the participation and employment
gaps between men and women and en-
hancing overall job quality in the region.
The region faces considerable challenges
in achieving the SDGs, in particular:

e High unemployment and youth un-
employment rate (targets 8.5, 8.6
and 8.8): As it stands, the youth un-
employment rate in Northern Africa is
at 30 per cent, reaching 45 per cent for
female youth. Addressing this challenge
is of particular importance, as high rates
of unemployment have been linked to
political instability in the region. It has
been argued that lack of decent work
opportunities was one of the triggers of
the Arab Spring Uprisings in 2011 and
political instability has undermined at-
tempts to implement strategies designed
to promote youth employment.

e Forced labour, modern slavery and
human trafficking (target 8.7): Cases
of forced labour, modern slavery and

human trafficking of workers from
Northern Africa demonstrate that this
issue continues to demand attention.
Child labour remains high across the
region, with 9.2 million child labourers
reported in Northern Africa and the
Middle East (ILO, 2013a). In Egypt,
around 1.6 million children (aged 5-17)
are considered child labourers. In
Sudan, it is estimated that 4 per cent of
the labour force is composed of children
aged 6-9 years old, representing some
47 per cent of children.

Uneven social protection (target 1.3):
The coverage of social protection sys-
tems including social assistance is
uneven and fragmented in the Northern
Africa region. Pension coverage varies
across the region, reaching 30-40 per
cent of the workforce in countries
such as Algeria, Egypt, Morocco and
Tunisia, but reaching a very small
proportion of the population in coun-
tries such as Sudan (Maxwell et al.,
2012). Furthermore, informal workers
(40-60 per cent of employment) are
not covered by any social protection
scheme. Health systems in the region
are also largely inadequate and the cuts
in public spending on health care have
had detrimental effects.

SUB-SAHARAN AFRICA

Growth in sub-Saharan Africa remains solid but highly uneven across countries,
with commodity price declines weighing negatively on exporters

Economic progress in the African continent has been significant in recent years (ILO, 2015a). With an
average rate of growth of 5 per cent per annum since the late 1990s, Africa is one of the fastest growing
regions of the world (UNECA, 2015). Growth in sub-Saharan Africa has weakened recently, falling to
3.6 per cent in 2015 from 4.9 per cent in 2014, but is expected to recover partially in the course of
2016, to reach 4.2 per cent (IMF, 2015d).

China is the main trading partner for the region. However, China has been gradually moving away
from a reliance on manufacturing, construction and exports, and towards a focus on services sectors
and consumption, which has reduced its demand for raw materials. The consequent sudden drop in
commodity prices and slowdown in international trade have worsened the outlook for the sub-Saharan
Africa region considerably. The region is entering this more difficult period for growth with a more
constrained space for public sector spending than at the beginning of the global financial crisis (IMF,
2015b). To address these shifts in the international environment, the continent needs to diversify
and move into higher value-added activities in manufacturing (ILO, 2015g). Meanwhile, tourism also
provides an opportunity for diversification away from commodities. Sub-Saharan Africa welcomed
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The Ebola epidemic in Western Africa

According to the World Health Organization
there have been a total of 28,607 reported,
confirmed, probable and suspected cases
of Ebola virus in Guinea, Liberia and Sierra
Leone, with almost 11,314 reported deaths
as of 1 November 2015. The vast majority
of confirmed cases of Ebola affected the
most productive segment of the popu-
lation — people aged 15-45 years. The world
of work has been hard hit as businesses
have seen their activities significantly re-
duced or stopped, particularly in the mining
and agricultural sectors. Workers lost their
jobs and many households had to struggle

to find new ways of earning a living to com-
pensate for lost incomes. Social unrest and
industrial conflicts have taken place. Ebola
has aggravated poverty, unemployment and
informality, creating a vicious circle leading
to even greater fragility. Based on World
Bank estimations, economic growth in 2015
in Guinea and Sierra Leone is estimated to
have fallen to —0.2 per cent and -23.5 per
cent respectively (World Bank Group, 2015).
As a subregion, West Africa’s growth is esti-
mated to have fallen to 5 per cent in 2015,
lower than the 6 per cent recorded in 2014
(AfDB et al., 2015).

around 35.9 million international tourists in 2014, up from 9.6 million in 1990. Tourism receipts grew
to US$25.9 billion in 2014 (up from US$25.3 billion in 2013). Tourism to the region is forecast to grow
to an estimated 88 million international arrivals by 2030 (UNWTO, 2015).

Steady progress has been made in attracting foreign direct investment (FDI). The stock of FDI is
three-quarters higher than in 2007, and now exceeds Official Development Aid (ODA). About a quarter
of this investment has come from large emerging economies in Asia (particularly China) and Latin
America (ILO, 2015g). However, investments have been concentrated largely in natural resources, and
have only recently diversified slightly more towards agriculture and services.

Unfortunately, only nine of the region’s 34 least developed countries (LDCs) reached GDP growth
of 7 per cent or more in 2014, equivalent to the SDG target 8.1 goal for addressing poverty through
inclusive growth (box 8).

Political instability, armed conflicts, terrorism and social unrest continue to prevent better social and
economic performances in some parts of sub-Saharan Africa. In addition, country-specific setbacks
have had negative impacts on growth in the region, such as labour disputes and power supply prob-
lems in South Africa and the Ebola virus epidemic in Guinea, Liberia and Sierra Leone (see box 7).

Creating productive jobs remains a key challenge for the region

The lack of economic diversification in sub-Saharan Africa has been a factor in subdued labour
productivity growth, especially in comparison to other developing countries. Output per worker is
expected to have grown by only 0.5 per cent in 2015, picking up to 1.7 per cent by 2017 (table 6),
although productivity performance varies across major economies in the region. While above-average
productivity growth (3 per cent or higher) has been registered in Ethiopia, Kenya and Tanzania, Angola,
Cote d’lvoire and South Africa posted negative productivity growth in 2015.

Although productivity gains are forecast to improve over the next few years in virtually all the economies
of the region, the current figures highlight the difficulty sub-Saharan Africa has had in increasing agri-
cultural productivity and reducing reliance on natural resources. There is also a high productivity gap
between informal and formal enterprises in Africa (AfDB, 2012; Stampini et al., 2011).

The unemployment rate for the region moved up slightly to 7.4 per cent in 2015, from 7.3 per cent in
2014. Unemployment rates for women are estimated at 8.5 per cent in 2015, up from 8.4 per cent in
2014, while for men rates were estimated at 6.4 per cent in 2015 and 6.2 per cent in 2014. However,
unemployment rates in the region are low because broad gaps in social protection force people to work,
even if sporadically and informally. Instead, employment growth in the region closely follows labour
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Table 6

Labour market outlook for sub-Saharan Africa (2000-17)

2000-07 2008-13 2014 2015 2016 2017
Labour force participation rate 69.8 69.9 70.0 70.2 70.3 70.4
Unemployment rate 8.1 7.6 7.3 7.4 7.5 7.5
Employment growth 3.0 3.0 3.4 3.0 3.0 31
Vulnerable employment 72.9 71.4 69.8 69.9 69.7 69.6
Working poverty (less than US$1.90) 49.3 399 35.2 343 33.1 31.7
Working poverty (between US$1.90 and US$3.10) 23.8 27.7 29.6 29.7 30.0 304
Productivity growth 2.9 1.8 1.5 0.5 1.2 1.7

Note: Employment and productivity growth figures present percentage growth rates. Employment figures refer to the total economy.
Labour productivity is measured as real output per worker, PPP-adjusted. Vulnerable employment share is defined as the sum of own-
account workers and contributing family workers in total employment.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

force growth (between 3.1 and 3.3 per cent for 2012-15) (ILO, 2015g) and underemployment is a
significant factor. In Cameroon, for instance, underemployment is estimated to stand at 75.8 per cent
of total employment (ILO, 2015g); and in Ghana, with a low unemployment rate of 5.2 per cent, more
than one-third of the population is underemployed, and the composite measure of underutilization is
47.0 per cent.”?

The vast majority of workers find themselves in informal or vulnerable employment

According to various studies, the informal economy in the region contributes 50-80 per cent of GDP,
60-80 per cent of employment and 90 per cent of new jobs (UNU-WIDER, 2014). Nine out of ten
workers in both rural and urban areas are estimated to hold only informal jobs (ILO, 2009). The share of
informality varies across the region: informal employment is lower in southern Africa, where it ranges from
32.7 per cent in South Africa to 43.9 per cent in Namibia. In the other sub-Saharan African countries for
which data are available, the percentage exceeds 50 per cent and reaches as high as 76.2 per cent in the
United Republic of Tanzania, 89.2 per cent in Madagascar and 93.5 per cent in Uganda (ILO, 2013c).

Unfortunately, most people in informal work are in low-skilled jobs, exposed to inadequate and
unsafe working conditions, with inadequate training opportunities, low wages and long working hours,
and no social protection. Data from Zimbabwe help to demonstrate the close link between informal
employment, low income levels and underutilization of skills: 86 per cent of individuals in informal
employment in Zimbabwe are engaged as unskilled workers, and only 8.3 per cent are in the profes-
sional or skilled category.™

Meanwhile, the incidence of vulnerable employment remains pervasive in the region, at almost 70 per
cent of total employed against a global average of 46.3 per cent. More importantly, this share shows
no sign of decreasing in the foreseeable future, casting doubts on the region’s ability to reduce infor-
mality and improve job quality. In almost all sub-Saharan African countries, a higher share of women
than men is estimated to be active in the category of contributing family workers in 2015. The highest
shares of female contributing family workers out of total female employment are found in Senegal, at
75.9 per cent; Burkina Faso, at 69.1 per cent; and Ghana, at 49.5 per cent. The corresponding shares
for men in these countries are estimated at 53.6 per cent, 23.5 per cent and 28.3 per cent in the same
year. Labour force survey data from various countries of the region also indicate that women are overly
represented in informal own-account work."®

Not surprisingly, given the prevalence of informality and lack of productive employment opportunities,
sub-Saharan Africa has the highest emigration rate globally. According to UN population statistics, the
region has an emigration rate of 1.5 per cent, against a global average of around 1 per cent. Countries
with high emigration rates include The Gambia, Cote d’lvoire, Somalia, Tonga and Zimbabwe. Evidence
indicates that lack of decent work opportunities — including high incidence of working poverty and lack
of adequate social protection — is a significant determinant of this emigration (ILO, 2014c).
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After leaving school, a striking majority of young people enter the informal economy,
while many migrate, looking for opportunities elsewhere

The prominence of the informal economy in most sub-Saharan African countries stems from the limited
formal job opportunities available to the most vulnerable populations, such as the poor, women and
youth. The youth unemployment rate stood at 11.1 per cent in 2015, up from 10.9 per cent in 2014.
It is higher for young women (12.5 per cent in 2015) than young men (9.8 per cent in 2015). Youth
employment growth remains below overall employment growth (at 2.7 per cent in 2015) (ILO, 2015b).
As a consequence, informal employment tends to be the first job for most youth in sub-Saharan Africa.
According to ILO data from school-to-work transition surveys in eight sub-Saharan African countries,
at least eight in ten young workers are in informal employment (ILO, 2015d)."* Many African students
have interrupted periods of education, alternating with significant work breaks, exposing them early on
to informal work and making it more difficult for them to acquire either proper academic qualifications
or quality work experience.

Working poverty is on the decline, but inequalities persist

Sub-Saharan Africa has the world’s highest poverty levels, and although poverty has declined in recent
years, it has fallen at a much slower pace than in other regions (IMF, 2015b). In 2012, the poverty
headcount ratio (at US$1.90 a day) was at 42.7 per cent, down from 56.8 per cent in 1990. By way
of comparison, the most recent poverty rates stand at 18.8 per cent in Southern Asia, down from
50.6 per cent, and 7.2 per cent in South Eastern Asia and the Pacific, down from 60.6 per cent, over
the same period.

Working poverty is also gradually declining. The share of workers in poverty — i.e. those living on less
than US$3.10 per day, PPP — stood at 64 per cent in 2015 and it is expected to decline only slightly
in the next two years (table 6). Furthermore, one-third of all workers are in extreme poverty (less than
US$1.90 per day, PPP). Sub-Saharan Africa has the second highest income inequality in the world,
after Latin America and the Caribbean. On average, the poorest quintile receives 5.9 per cent of the
income (or consumption) while the richest quintile attracts 49 per cent, in countries for which data are
available.”” Income inequality is highest in middle-income countries and some oil-exporting countries,
and it has not declined despite high growth. Indeed, higher GDP growth appears to have gone hand in
hand with increases in inequality, which is partly explained by weak economic governance and a high
dependence on commodity exports (IMF, 2015b). This is particularly harmful considering the evidence
showing that inequality negatively affects growth and macroeconomic stability over the long term.

A more positive achievement for Africa can be found in its rising developing middle class. The share
of workers earning between US$5 and US$13 a day has reached 13.6 per cent of total employees, up
from 10.1 per cent in 2000. However, this development is slower in sub-Saharan Africa in comparison
to other regions, particularly Northern Africa (box 8).
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Closing gaps with the SDGs in sub-Saharan Africa

With its abundant natural resources and young
population, Africa stands a good chance of
achieving the recently agreed SDGs (ILO, 2015a).
However, various obstacles still stand in its way,
most notably the significant decent work gaps in
the continent, which — unless appropriately ad-
dressed — put at risk the achievement of these
global goals. The ILO’s constituents in Africa
adopted Transforming Africa through Decent Work
for Sustainable Development at their Regional
Meeting held in Addis Ababa 30 November to 3
December 2015, which sets out policy priorities
and the ILO’s role in promoting decent work and
inclusive development in the continent.

e GDP per capita growth (target 8.1): GDP
growth in Sub-Saharan Africa (PPP weighted)
remained at a high level over the past ten
years (5.9 per cent on average for 2004-14),
with only a recent decline to 3.6 per cent.
However, this growth has largely been driven
by commodity price cycles and it remained
uneven across countries.

e Decent work (target 8.5): Despite relatively
low unemployment rates and high labour
force participation, underemployment,
working poverty and poor job quality remain
significant problems. Underemployment can
reach over 75 per cent in some countries, and
extreme poverty still touches 34.3 per cent
of the employed population. The proportion
of the working-age population legally cov-
ered by an old-age pension is lowest across
all regions, at just above 35 per cent (ILO,
2015h). Protection against unemployment is
almost non-existent in the region, and where
it is available it only covers employees (SDGs
1 and 10). In response to these critical chal-
lenges, 46 ILO member States in the region
have made progress in mainstreaming decent
work into their national development strategies
and frameworks, while 34 states have made
progress in adopting integrated strategies for
sustainable enterprises with a special focus on
supporting women entrepreneurs. A few coun-
tries have put in place policies to formalize en-
terprises (ILO, 2015a) (target 8.3).

e Youth unemployment (target 8.6): Overall,
educational attainment has improved, with
41 per cent of young people in the region at-
taining secondary education, compared with
26 per cent in 2000. Estimates indicate that
in 2010, there were 44.7 million NEETs in
sub-Saharan Africa (WEF, 2013).

2. Employment and social trends by region

ILO labour standards: Ratification of the ILO
fundamental Conventions is high in the region:
only six countries have not ratified one or more
of the eight fundamental Conventions (ILO,
2015b). However, countries in the region lack
sufficient institutional capacity for enforcement,
as evidenced by the widespread breaches of
the core standards (target 8.8). According to
the latest ILO global and regional estimates,
the sub-Saharan Africa region has the highest
incidence of child labour, with one in five chil-
dren involved. In absolute terms, 28.4 per cent
of children aged 5-17 years old — or 58 mil-
lion — were in child labour (ILO, 2013), as com-
pared to 14.8 per cent in Asia and the Pacific
and 9 per cent in Latin America. Furthermore,
in the region, 38.7 million children aged 5-17
years old find themselves in the worst forms of
child labour (ILO, 2015b). Forced labour and
human trafficking continue to be significant in
the continent: out of a global estimated 21 mil-
lion persons in conditions of forced labour
(including trafficking), 3.7 million are found in
Africa (target 8.7) (ILO, 2013).

Gender equality: The region’s level of gender
inequality is better than only that of the
Arab States and Northern Africa, as meas-
ured through the UN Gender Equality Index.
However, the percentage of women in non-ag-
ricultural wage employment in sub-Saharan
Africa has increased from 24 per cent to 34 per
cent in the past 25 years (SDG 5) (ILO, 2015a).

Access to employment for workers with
disabilities: In terms of progress towards
anti-discrimination, Malawi and Zambia en-
acted the Disability Act 2012 and Persons
with Disabilities Act 2012, respectively. Also
Cameroon, Ethiopia and Niger have recently
legislated on the promotion of employment for
people with disabilities. South Africa published
the Pay Equity Regulations in 2014, including
criteria and guidelines to assess work of equal
value.

Social dialogue and collective bargaining:
Effective social dialogue is necessary for in-
clusive and sustainable growth. While data
are not sufficient to comprehensively evaluate
the status of social dialogue and collective
bargaining in the region, trade union den-
sity in general is low (generally below 5 per
cent; highest in South Africa at 24.9 per cent
(2008)). Collective bargaining coverage is gen-
erally at 10 per cent or less of total employment
(SDG 9) (ILO, 2015a).



B. Americas

NORTHERN AMERICA

Expansionary monetary policy and lower oil prices have helped to fuel economic growth
in the United States and job creation has continued at a healthy rate since 2013™

Economic growth in the United States is expected to strengthen. Having grown at 2.4 per cent in
2014, it is expected to grow by 2.6 per cent in 2015 and 2.8 per cent in 2016." The strengthening of
the outlook stems from lower oil prices and increased consumer spending, recovering housing and
labour markets and improved financing conditions for businesses. As a result, the economy is on
the mend and labour market conditions are continuing to improve. The Federal Reserve’s decision
to continue its expansionary monetary policy throughout 2015 has further boosted the domestic and
global economy.

In November 2015, the unemployment rate in the United States stood at 5.0 per cent, down from
5.8 per cent in November 2014 (the number of unemployed declined by 1.1 million from 9.0 million
to 7.9 million). The unemployment rate has fallen 3 percentage points from its level of 8.0 per cent
in January 2013. While job creation has been robust, part of the fall in the unemployment rate is due
to large numbers of discouraged workers and declining labour force participation rates (table 7). The
share of those without employment for 27 weeks or more in total unemployed stood at 25.7 per cent
(2.1 million) in the United States in November 2015. The youth unemployment rate (aged 16-19) de-
clined from 16.6 per cent in November 2014 to 15.7 per cent in November 2015, yet remains high in
comparison to the adult rate (ILO 2015¢).

The decline in commodity prices dampened Canada’s growth in 2015
and the unemployment rate has crept up

In the first half of 2015, the Canadian economy contracted by 0.8 per cent during the first quarter and
0.5 per cent during the second quarter of 2015 (quarter-on-quarter percentage change), largely due
to lower oil and commodity prices (Bank of Canada, 2015). Qil- and gas-related industries account for
9 per cent of Canadian economic activity and contraction of this sector (3.1 per cent in the second
quarter of 2015, year-on-year) has had important negative spillover effects. The non-energy commod-
ity-related industries, which account for another 8 per cent of the economy, also contracted over the
same period (by 1.6 per cent, year-on-year). In the last two quarters of 2015, GDP growth is expected
to have improved and, as a result, annual GDP growth is estimated at 1.0 per cent in 2015 and 1.7 per
cent in 2016 (considerably lower than the 2.4 per cent achieved in 2014) (IMF, 2015d).%°

As commodity prices tumbled, demand for the Canadian dollar (CAD) followed suit. Between January
2012 and the end of 2015, the CAD depreciated by more than 30 per cent against the United States
dollar (US$).”* There was some speculation that a falling CAD would boost the competitive position of
the Canadian manufacturing sector and lead to stronger export growth. Such a development would
also have led to more regionally balanced economic growth within the country.?? However, this has not
materialized, at least in terms of manufacturing employment. Since the middle of 2012, when the CAD
began to depreciate, manufacturing employment in Canada has trended downwards (although there
have been some recent improvements towards the end of 2015) (figure 10).”

The unemployment rate increased from 6.7 per cent in November 2014 to 7.1 per cent in November
2015. Since January 2013, the unemployment rate in Canada has hovered around 7 per cent. In
2014, the share of long-term unemployed (those without employment for more than a year) in total
unemployed stood at 12.9 per cent (163,000) in Canada, one of the lowest shares among the OECD
countries (OECD, 2015). At the same time, the youth unemployment rate (aged 15-24) in Canada
stood at 12.7 per cent in November 2015, down from 16.4 per cent in July 2010, and is only just over
double the adult rate (6.1 per cent), considerably below the global average of 2.9 per cent (ILO, 2015c¢).

Overall employment creation in Canada has not been adequate to absorb new labour market entrants
and this has translated into higher unemployment. The gains in competitiveness from relatively lower
priced goods may take time to develop fully. The sector must also face the challenge presented by
the emergence of lower cost competitors in other countries, such as Mexico, combined with structural
transformation and new manufacturing methods.
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Figure 10

Manufacturing employment in Canada and the United States (January 2007 = 100)
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Source: ILO calculations based on Statistics Canada and the United States Bureau of Labor Statistics.

Labour force participation has fallen considerably in the United States,
while it has undergone only a modest decline in Canada

In the case of the United States, the participation rate remained stable at 66 per cent between 2003
and 2008, but it has since fallen precipitously by 3.4 percentage points: between November 2008
and November 2015, it dropped to 62.5 per cent. Falling participation rates are due to both cyclical
and structural factors. Estimates vary depending on the study and the methodology used, but all of
them show the importance of both structural and cyclical factors for declines. According to Braun et
al. (2014), half of the decline in US participation rates is attributable to lower participation rates among
older cohorts in the context of an ageing population; one-sixth of the decline is due to cyclical factors
in line with previous recessions; one-third is due to other factors (excluding both ageing and cyclical
factors) specific to the financial and economic crisis of 2007.

Meanwhile, the participation rate in Canada stood at 65.8 per cent in November 2015, down from
67.4 per cent in November 2008, representing a decline of 1.6 percentage points. Looking ahead,
the participation rate is expected to continue to decline, albeit at a modest pace in comparison to the
United States (table 7).

Labour market outlook for the next two years is stronger
in the United States than in Canada

The ILO projections indicate that the unemployment rate in the United States will continue its down-
ward trend over the next two years, reaching 4.7 per cent in 2017 (table 7). The expected decline in
the United States is a result of the continuing policy of robust job creation (1.7 per cent in 2015 and
1.1 per cent in 2016) but is also a reflection of the ongoing slide in labour force participation rates.
Labour productivity is anticipated to pick up in the United States in the coming years but remains a
key policy concern.

In the case of Canada, the unemployment rate is forecast to hold steady at just under 7 per cent,
with employment growth expected to keep pace with labour force growth. Meanwhile, annual labour
productivity growth will slowly pick up in 2016, rising to 1.9 per cent in 2017.

2. Employment and social trends by region



Labour market outlook for Northern America (2000-17)

2000-07 2008-13 2014 2015 2016 2017

Labour force participation rate  United States 65.5 63.6 62.2 62.1 62.0 61.8
Canada 66.4 66.6 65.7 65.6 65.4 65.2
Unemployment rate United States 5.1 8.3 6.3 5.3 49 4.7
Canada 7.0 7.4 6.9 6.9 6.8 6.8
Employment growth United States 0.8 -0.1 1.7 1.7 1.1 0.7
Canada 2.0 0.9 0.7 0.8 11 0.5
Productivity growth United States 1.8 1.0 0.8 0.9 1.7 2.0
Canada 0.8 0.5 2.0 0.3 0.6 1.9

Note: Employment and productivity growth figures present the percentage growth rate. Employment figures refer to the total economy.
Labour productivity is measured as real output per worker, PPP-adjusted.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

SDGs for the United States and Canada

As highlighted in Chapter 1, unlike the e Youth unemployment and inactivity

MDGs, the SDGs apply to all countries, (target 8.6): In both countries the youth
including the developed economies, such unemployment rate has undergone a
as Canada and the United States. The welcome decline in the past few years,
goals that are particularly salient to these but the rates remain more than twice
economies in terms of labour market issues those for adults, as discussed above.
include achieving gender equality (SDG 5), Moreover, youth not in education,
decent and productive employment for all employment or training (i.e. NEETSs) are
(SDG 8) and reducing inequality (SDG 10). estimated to account for 16.5 per cent
of all youth (aged 16-24) in the United
Among the indicators that have been pro- States in 2012 and 13.3 per cent (aged
posed for SDG 8, those particularly relevant 15-24) in Canada in 2013 (ILO, 2015e).
to Canada and the United States include: Programmes to facilitate the entry of
e Gender pay gap (target 8.5 and SDG 5): young people into the labour market
The current (October 2015) ratio of will be key, and both the countries have
women'’s to men’s weekly earnings in the made progress on this front in the past
United States is 81 per cent, relatively few years. Moreover, in the case of the
unchanged in the past decade; in the United States, strong job creation will
case of Canada, the ratio to women’s to help reduce youth unemployment.
men’s earnings is 85 per cent. Achieving e Rights of migrant workers (target 8.8):
gender parity in pay will require both Historically, both countries have been
government efforts to enforce equal pay welcoming to migrant workers, and
laws and societal changes regarding their large service sectors tend to rely
famlly responsibilities and aVa||ab|||ty of heav”y on migrants_ It will be important
quality, affordable child and elder care. to ensure continued access to r|ghts

for migrant workers, including undocu-
mented workers.
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The new SDGs present several challenges,
notably to reduce inequality and the gender pay gap

Among the 17 goals of the recently adopted SDGs, Goal 10 is to “reduce inequality within and among
countries”. Importantly, there is strong evidence that shows that rising income inequality undermines
growth and employment creation (ILO et al., 2015). Furthermore, a joint communiqué by the G20
leaders in November 2015 highlighted the fact that rising inequalities not only had a negative impact
on growth but also posed significant risk to social cohesion and general well-being. Yet, income in-
equality, as measured by the Gini index, continues to rise in the United States, while in Canada it has
remained stable in recent years. In particular, in the United States, the Gini coefficient (on disposable
income basis) has risen from 0.31 in 1980 to 0.40 in recent years, whereas in Canada it has remained
unchanged at roughly 0.32 over the past decade (ILO et al., 2015).

Recent evidence suggests that weakening of labour market institutions (including low unionization
rates) is strongly linked to the rise in income inequality among the developed economies (Jaumotte and
Buitron, 2015). Moreover, in the case of the United States, the principal source of inequality lies in the
labour market, i.e. wages (Rani and Furer, forthcoming). The recent push in the United States to raise
the minimum wage represents a step towards tackling income inequality, but clearly more measures
will be needed to reverse the inequality trend.

Achievement of the SDGs will also require efforts to close the gender gap, address youth unemployment
and inactivity and integrate migrant workers successfully into the labour market (box 9).

LATIN AMERICA AND THE CARIBBEAN

The economic slowdown in the region has wersened

Economic growth in Latin America and the Caribbean (LAC) continued to decelerate, with Brazil — the
largest economy in the region — entering a severe recession. The region registered sustained growth
in the 2000s, and relatively strong growth at the onset of the crisis, but economic growth began
to slow in mid-2011 and the economic outlook has been repeatedly adjusted downwards in recent
years (IMF, 2015d). In 2015, GDP growth in LAC is estimated at 0.3 per cent, the second lowest rate
worldwide (after Eastern Europe). This recent slowdown, as discussed in Chapter 1 in the context of
emerging market economies, reflects a combination of the decline in commodity prices and structural
factors. Indeed, the prices of all main exports from the region have fallen significantly since 2011,
including food and beverage products (-29 per cent), metals (-54 per cent) and petroleum (-60 per
cent).”” As discussed in Chapter 1, the most notable structural factor affecting the region is weak
productivity gains.?

However, this deceleration in growth rates is not uniform across the region. In particular, countries in
Central America — which experienced less sustained growth in the boom years of the 2000s — are now
growing at a robust pace, partially thanks to their closer economic interconnection with the United
States. GDP growth in 2015 is estimated at 4.0 per cent in Nicaragua and 6.0 per cent in Panama,
for example.

By contrast, South American countries — which grew faster than the regional average in the 2000s — are
currently experiencing a marked slowdown in economic performances. These differences are due in
part to their higher exposure to China (Brazil is a case in point, with GDP expected to have contracted
by 3 per cent in 2015) and reliance on commodities.

Labour market improvements have lost momentum

Labour markets in the region showed resilience in the first phase of the slowdown, from mid-2011 to
2014, but signs of deterioration have emerged, both in terms of the quantity of jobs created as well as
the quality of those jobs. Overall employment growth at 1.5 per cent in 2015 is projected to decline to
1.2 per cent in 2016, compared to an average of 2.5 per cent between 2000 and 2007 and 1.7 per
cent between 2008 and 2013 (table 8).

2. Employment and social trends by region



Labour market outlook for Latin America and the Caribbean (2000-17)
2000-07 2008-13 2014 2015 2016 2017

Labour force participation rate 64.8 65.5 65.0 65.2 65.2 65.2
Unemployment rate 8.6 6.8 6.4 6.5 6.7 6.7
Employment growth 2.5 1.7 19 1.5 1.2 1.5
Vulnerable employment 34.8 31.8 31.0 31.2 313 31.3
Working poverty (less than US$3.10) 16.3 9.6 8.3 8.2 8.1 8.0
Productivity growth 1.1 1.3 -0.6 -1.0 0.1 1.2

Note: Employment and productivity growth figures present percentage growth rate. Employment figures refer to the total economy. Labour
productivity is measured as real output per worker, PPP-adjusted. Vulnerable employment share is defined as the sum of own-account
workers and contributing family workers in total employment.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

As a result, the unemployment rate for the region, at 6.5 per cent in 2015, may rise in 2016 and remain
at 6.7 per cent through to 2017. Unemployment, however, is only part of the story in terms of the risks
associated with the current slowdown. Indeed, progress in reducing vulnerable employment has come
to a halt. After trending downward over the past decade, it is expected to edge up 0.1 percentage points
in 2016 (the first time it has increased since 2009). As a result, 90.4 million people in LAC will be in
vulnerable employment in 2016, compared to 89.1 million in 2015.

On the upside, working poverty has decreased considerably. The share of working poor at the
US$3.10-a-day (PPP) level is projected to continue to fall to 8.1 per cent by 2016, compared to an
average of 16.3 per cent between 2000 and 2007 and 9.6 per cent over the period 2008-13. However,
this trend could be threatened by a recent slowdown in wage growth — see discussion below.

The slowdown poses risks to the substantial gains in quality employment
and socio-economic achievements of the past decade

The LAC region continues to be challenged by the persistently high share of informal employment —
estimated at 46.8 per cent of total non-agricultural employment in 2013 (ILO, 2014a). The situation
varies considerably across countries, with the share of non-agricultural informal employment ranging
from 36.4 per cent in Brazil to above 70 per cent in Honduras and Guatemala. Informal employment
disproportionately affects women, youth and households at the bottom of the income distribution.

Wage growth has begun to slow. Overall wage growth was 0.3 per cent in 2014, compared to 3.9 per
cent before the crisis, in 2006 (ILO, 2014a). Real minimum wages increased by 2.1 per cent in 2014,
compared to an average growth rate of 4.2 per cent between 2006 and 2012.%

The slowdown in real wages might slow poverty reduction and the progress made on income in-
equality — domains in which the region had made remarkable achievements during the 2000s.
Reductions in income inequality have stagnated in some countries since 2010, with the Gini coefficient
actually increasing in five out of 15 countries between 2010 and 2012 (Cord et al., 2014) (figure 11).
Similarly, after an impressive drop in the poverty rate of 15.8 percentage points in the region in the
decade leading to 2012 (ECLAC, 2015), the poverty rate stabilized at around 28 per cent of the popu-
lation from 2012 to 2014.

Efforts may also be merited to improve active labour market policies, which, if designed properly, can
help to combat informality and poverty and improve quality employment outcomes (box 10).

These trends also point to the need to strengthen social protection systems to sustain living standards
during an economic downturn. Many countries in LAC have increased the coverage of health and
pension schemes, with the share of the working-age population legally covered by an old-age pension
increasing from an average of 69.1 per cent in 2000 to 94.7 per cent in 2013. By contrast, legal cov-
erage of unemployment benefits is still very low (at 29.4 per cent of the labour force) and progress has
stalled (ILO, 2015g).
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Active labour market policies in Latin America and the Caribbean

Active labour market policies (ALMPs) have
gained importance in LAC as policy instru-
ments to improve the functioning of the
labour market. Indeed, public expenditure
on ALMPs has increased in most countries
in the region for which information is avail-
able. In most of the countries in the region,
expenditure on ALMPs has largely out-
paced public spending on unemployment
insurance (Cerutti et al., 2014).

These trends reflect the increasing efforts
to complement interventions targeted at

poverty reduction (such as conditional
cash transfers) with policies aimed at in-
creasing the employability of the labour
force. Concerns about stagnant productivity
growth (as discussed above) have also en-
couraged governments to invest in training
components of ALMPs. Evidence from
evaluations of public work programmes and
public employment systems in the region
shows that the design of these interventions
is crucial for ensuring their success in terms
of sustained reductions in informality and
poverty (ILO 20164, forthcoming).

Coverage is lower for own-account and unpaid family workers than for dependent employees, as is gen-
erally true around the world. This generates substantial differences between legal and effective coverage
across categories of workers. Interventions to extend the reach of social security represent a key com-
ponent of the strategy that LAC countries will need to adopt to meet the SDGs (see box 11 for details).
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The SDGs in Latin America and the Caribbean

The SDGs provide an opportunity to reas-
sess the needs and priorities for equitable
and sustainable development in the coming
years. Under the MDG framework, extreme
poverty in the region was reduced from
22.6 per cent to 11.5 per cent between
1990 and 2011 (ECLAC, 2015) and uni-
versal primary education was achieved.
Despite this, major gaps remain. Inequality
levels remain highly problematic in a
number of countries and progress towards
eliminating hunger and undernourishment
has been insufficient. Low productivity
growth, gender gaps in the workplace, a
large informal economy and major shortfalls
concerning labour rights persist in some
countries. As such, the region’s priority
areas under the SDGs are likely to include
the following:

e Productivity, diversification, technological
upgrading and innovation (target 8.2): As
detailed above, the slowdown in growth
rates experienced in the LAC region
points to the need for improvements
in productivity through innovation and
technological upgrading. Further, the
region remains highly vulnerable to com-
modity prices, which points to the need
for further efforts towards economic and
trade diversification.
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e Decent work, entrepreneurship and
formalization (target 8.3): There
are 130 million workers in informal
employment in the region (47 per cent
of the total) and some 80 per cent of all
informal employment is concentrated
in own-account workers, SMEs and
domestic work. The high incidence of
informal employment is problematic in
terms of low wages, low productivity and
foregone tax revenues, which could fund
necessary public investments in infra-
structure and social services.

e Protection of labour rights and promotion
of safe and secure working environments
for all workers (target 8.8): A significant
proportion of workers, especially own-ac-
count workers, domestic workers and
those in the informal sector, are not cov-
ered by labour laws and, when they are,
there is often insufficient compliance.

e Fxpanding opportunities for youth (tar-
gets 8.5, 8.6 and 8.12): In terms of un-
employment rates, youth levels are triple
that of adults in the region and some
22 million young people aged 15-24 do
not work or study. The absence of decent
work opportunities available for youth
means that many enter into informal and
vulnerable employment arrangements.



C. Arab States

The decline in oil prices has worsened the outlook for Gulf Cooperation Council
countries, while others face geopolitical tensions and uncertainty

As oil prices continued to fall during 2015, GDP growth for the Gulf Cooperation Council (GCC) coun-
tries as a group is expected to have declined to 3.4 per cent in 2015, from 3.6 per cent in 2014.” The
fall is most marked in Saudi Arabia, where the estimated 3.4 per cent GDP growth in 2015 falls short
by more than 1 percentage point compared to the October 2014 forecast (and significantly below the
average growth rate of 5.5 per cent between 2000 and 2011), while estimated growth in Bahrain was
down 2.1 percentage points.

The fall in oil export earnings in 2015 is estimated at US$287 billion (21 per cent of GDP) for GCC
countries and US$90 billion (11 per cent of GDP) for non-GCC countries (IMF, 2015d). As a result,
these countries are expected to see their budget surplus (4.5 per cent in 2014) turn into a deficit (8 per
cent of GDP in 2015) Many economies in the region are heavily reliant on revenues from oil exports
and as a result are likely to cut public spending. This may include cuts to public sector employment,
which is relatively high in the region compared to international standards.?

Meanwhile, other countries in the region — such as Iraq, Jordan, Lebanon and Yemen — continue to
suffer from political instability and geopolitical tensions and, in some cases, active conflict. This has
considerably slowed economic growth in Jordan and Lebanon: GDP growth in 2015 is estimated at
2.0 per cent and 2.9 per cent, respectively. This is far below the averages of 5.8 per cent and 4.8 per
cent achieved in these countries between 2000 and 2011. In the case of Irag and Yemen, lower oil
prices have also played a role in the deterioration of the economic outlook. In Syria, the ongoing military
conflict overshadows economic and labour market developments in the country.

Unemployment, vulnerable employment and working poverty
are expected to remain elevated in non-GCC countries

As economic growth in the region is predicted to improve modestly in 2016, labour market conditions
in GCC countries are expected to stabilize (table 9). In 2016, employment growth (1.6 per cent) is
expected to moderately outpace labour force growth and, as a result, the unemployment rate will im-
prove marginally to 4.6 per cent, remaining constant through 2017. However, in non-GCC countries,
unemployment is expected to remain elevated and increase further to 15.4 per cent in 2016 (improving
slightly in 2017).

In addition, vulnerable employment in non-GCC countries rose by more than a full percentage point
in 2015. It is expected to improve in 2016, but at above 33 per cent, this means that almost 8 million
workers in non-GCC countries are in vulnerable employment. This is in contrast to GCC countries,
where the share of vulnerable employment is less than 3 per cent.

Similarly, incidence of working poverty (less than US$3.10 per day, PPP) in non-GCC countries in-
creased from 31.8 per cent in 2014 to 38 per cent in 2015 (table 9). It is projected to decrease to
36 per cent in 2016 and 34.4 per cent in 2017. The projected levels of working poverty are still higher
than the average between 2008 and 2013 and similar to the incidence observed in 2000-07. In
case of GCC countries, while the incidence of working poverty is low (at 6.9 per cent in 2015), it has
increased slightly since 2011.

Furthermore, a large share of the population in the region continues to remain outside the labour
market. The labour force participation rate in non-GCC countries is expected to have reached only
44 3 per cent in 2015, whereas in GCC countries it should have remained slightly above the global
average at 63.9 per cent of the working-age population in 2015. This difference largely reflects the
extremely low participation rate among women in non-GCC countries. At only 18.0 per cent in 2015,
this remains almost 10 percentage points below the rate observed in GCC economies.

Meanwhile, the risk of youth labour market detachment remains a largely unresolved issue throughout
the region. Only one-quarter of the youth population in GCC countries is actively engaged in the labour
market, while less than one in five youths is in the labour market across non-GCC economies. Such
low participation rates among women and youth are partly due to deep-rooted social and economic
traditions, but a high reliance on public sector employment has also played a key role in this regard.
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Labour market outlook for Arab States (2000-17)
2000-07 2008-13 2014 2015 2016 2017

Labour force participation rate GCC 57.2 62.0 63.7 63.9 63.6 63.2
Non-GCC 447 44.2 44.3 44.3 44.5 44.6
Unemployment rate GCC 4.4 4.5 4.7 4.7 4.6 4.6
Non-GCC 15,5 14.4 15.1 15.2 15.4 15.3
Employment growth GCC 6.0 6.3 2.9 2.9 1.6 1.4
Non-GCC 3.0 2.6 2.7 2.4 2.9 34
Vulnerable employment GCC 3.9 2.9 2.7 2.7 2.7 2.7
Non-GCC 36.0 311 381 34.2 333 331
Working poverty (less than US$3.10)  GCC 6.7 6.7 6.9 6.9 6.8 6.8
Non-GCC 34.4 31.9 31.8 38.0 36.0 34.4
Productivity growth GCC -0.7 2.4 0.1 0.3 1.7 1.7
Non-GCC 1.1 3.3 -0.4 -1.3 1.9 1.4

Note: Employment and productivity growth figures present percentage growth rates. Employment figures refer to the total economy.
Labour productivity is measured as real output per worker, PPP-adjusted. Vulnerable employment share is defined as the sum of
own-account workers and contributing family workers in total employment. GCC aggregate refers to those countries belonging to the
Gulf Cooperation Council, namely Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and United Arab Emirates. Non-GCC refers to the country
group comprising Iraq, Jordan, Lebanon, West Bank and Gaza Strip, and Yemen.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Despite significantly rising educational attainment across most of the region, mismatch of skills and
employment opportunities continues to be cited by the private sector in the Arab States. For example,
more than half of employers in Lebanon say the lack of an adequately educated workforce is the major
constraint to their firm’s growth. The challenge is to better match the skills of young graduates with
those actually demanded in the private sector. There have been concerted efforts in that direction
recently, with the creation of vocational training and other types of skills training programmes.

The issue of weak job creation in the face of a rapidly growing labour force is expected to exacerbate in
the near future, particularly in countries such as Iraq, Jordan and Lebanon where the influx of Syrian
refugees is steadily growing (box 12).

Migrant workers tend to be engaged in low-paid work
with substandard working conditions

The incidence of migrant workers in the total regional employment is the highest in the world at
35.6 per cent — representing some 11.7 per cent of all migrant workers globally (ILO, 2015f). The GCC
alone accounts for some 29 million migrants, mostly from Southern Asia and South-Eastern Asia and
the Pacific, especially in recent years, but also from other neighbouring Arab, countries such as Egypt.
Migrants make up the bulk of the private sector workers in the GCC, where they are considered as
temporary workers. They are often paid low wages and confronted with significantly poorer working
conditions. The proportion of migrants to total population averages 41 per cent for the GCC as a
whole, but it varies widely, from around 30 per cent in Oman and Saudi Arabia to 87 per cent in Qatar
(Baldwin-Edwards, 2011).

The Arab States also typically experience large movements of people within the region — a situation
that has been exacerbated by outflows of individuals from Iraq, Syria and elsewhere. Indeed, most
recent estimates suggest that by the end of 2014 there were already 2.5 million refugees in the region,
and that millions more from the region had moved elsewhere. Aside from the humanitarian crisis this
represents, the massive movement of people is affecting the economies and labour markets of both
the sending and receiving countries (box 12).

World Employment and Social Outlook — Trends 2016

Table 9



Most recent estimates suggest that some
60 per cent of the global refugee population is
from the Arab States, mostly as a result of on-
going conflicts in Iraq, Libya, Syria and Yemen.!
Around 4 million refugees are from Syria and
Irag alone, with many temporarily sheltered
in neighbouring countries. For example, in
Lebanon, refugees comprise 25 per cent of the
population, and in Jordan they make up 10 per
cent of the population, while Turkey is host to
some 2.3 million Syrian refugees.

Ongoing conflicts affect economic activity and
growth by reducing the stock of human capital
and physical infrastructure, disrupting produc-
tion and trade, creating prolonged uncertainty
and weakening confidence in many economies
of the region (IMF, 2015d).For instance, in Syria
it will take an estimated 20 years of 3 per cent
annual GDP growth for the country to attain the
same level of output as in 2010. Studies indi-
cate that post-conflict recovery depends largely
on the economic/institutional development of
the country, the structure of the economy (for
example, whether it relies on oil or not), the
duration of the war and international help (Sab,
2014; UN ESCWA, 2014). For example, GDP
recovered in Lebanon only after 20 years, while
in Kuwait it took seven years and in Iraq it re-
covered within 12 months.

Refugee crisis and economic challenges for the Arab States region

In the receiving countries, inflows of migrants
have had strong fiscal implications, over-
stretching public services and posing the chal-
lenge of integrating migrants into the workforce
(Stave and Hillesund, 2015). Migrants often
find employment only in the informal sector
in the short term. There are other spillovers
in countries neighbouring Syria and Iraq, in-
cluding disruption in regional commerce and
flows of capital, and price effects due to a
surge in housing and real estate demand (IMF
2014 and 2015c). Some estimates suggest
that for Lebanon and Jordan, the direct fiscal
costs associated with Syrian crisis related to
health, education, and infrastructure amounts
to roughly 1 per cent of GDP.? Nevertheless,
and despite the estimated short-term costs for
host countries’ economies, the large influx of
migrants typically represents a resource in the
longer term. As refugees gradually integrate in
local labour markets, economic growth and
domestic demand are expected to improve.
For instance, a preliminary ILO study shows
that Syrian direct investment inflows have
benefitted Jordan by accelerating industrial
activities, while also creating employment op-
portunities for both Syrians and Jordanians
(ILO, 2014b).

1. Libya is included in the statistics here, but in the ILO classification of countries and regions it is part of the Northern Africa
region. Source: UNHCR Population Statistics Database: http://popstats.unhcr.org/en/overview#_ga=1.76466773.1982046382.

1450473222 [accessed 17 December 2015].

2. https://www.imf.org/external/np/g20/pdf/2015/111515background.pdf [accessed 19 December 2015].

Success in terms of the SDGs will require peace
and the tackling of gender gaps and youth unemployment

Beyond the need to restore peace in order to resume economic growth, the region also faces specific
challenges in achieving the SDGs. Closing the gender gap in labour market outcomes is one (see
box 13). The unemployment rate for females is almost three times greater than that for males and is
currently the highest in the world. Moreover, the gap in labour force participation rates between males
and females is also the widest, reaching values on the order of 55 percentage points, against a world
average of 26 percentage points.

The youth unemployment rate is also high. At 28.4 per cent in 2015, it is almost five times higher than
joblessness rates for adults (figure 12).% Given the increased educational attainment of youth in the
region and the lack of adequate jobs — or of opportunities to be engaged productively in society more
generally — social unrest has generally been high. Indeed, with the exception of Bahrain, where the
youth unemployment rate is lower than the average, there seems to be a positive relationship between
the youth unemployment rate and the incidence of recorded unrest in the region. Of course, political
and democratic factors are often the primary cause of unrest, but the lacklustre job market has also
provided impetus for it. With the exception of Qatar and the United Arab Emirates, most countries in
the region seem to have witnessed an increase in the incidence of social unrest in the past five years.
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Gaps in gender and youth labour market outcomes in the Arab States, 2015

60

45

30

Percentage points

15

Men-women labour force participation gap
(left vertical axis)

6.0
Il world
I Arab States
4.5
2
3.0 %
o
1.5
0

Youth-to-adult unemployment rate
(right vertical axis)

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

The SDGs and Arab States

The Arab States region made significant progress
in achieving many of the MDGs, but the ongoing
conflicts in the region have reversed some of these
achievements (UN ESCWA, 2013). Not surprisingly,
many of the decent work deficits continue: high un-
employment rates (especially for youth and women),
uneven social protection, deteriorating working con-
ditions and inadequate labour standards, including
protection of workers’ rights. These labour market
challenges will require attention if SDG 8 and tar-
gets 8.5 to 8.8 are to be met by the Arab States,
as are challenges regarding social protection and
migrant and domestic workers. In particular:

e Achieving full and productive employment and
decent work for all women and men (target 8.5):
This target will require the Arab States to address
the growing decent work deficits in the region,
including the lack of employment opportunities
for youth and women (who are increasingly better
educated).

e Reducing the proportion of youth not in
employment, education or training (target 8.6):
Currently, one in three male youths in the Arab
States is unemployed, while almost one in two
female youths is unemployed. As such, achieving
this target will require substantial effort in the
region. It is closely linked to skills development
(target 4.4), which would help address youth
unemployment by addressing skills mismatch.
Although most countries in the region have a
youth strategy, they typically face a lack of re-
sources or uncertainties due to geopolitical
tensions.

e fradicating forced labour, modern slavery,
human trafficking and worst forms of child labour
(target 8.7): Given the heavy reliance on migrant

workers, the risk of forced labour or trafficking in
the Arab States cannot be ignored. Furthermore,
with the growing refugee crisis (see box 12),
child labour is becoming more prevalent in the
conflict-ridden countries (Irag and Syria) and the
recipient host countries (Lebanon and Jordan).

Protecting labour rights and promoting safe and
secure working environments for all workers, in-
cluding migrant workers (target 8.8): Involvement
of social partners in economic and develop-
ment policy has been limited or, in some cases,
non-existent in the Arab States. Currently in
many countries there is no genuine freedom of
association, which prevents advocacy and estab-
lishment of worker’s rights through representative
and democratic trade unions.

Targets 1.3 on social protection floor and 10.4
on wages and social protection for addressing in-
equality are equally important for the Arab States.
Currently, social protection systems in the region
remain uneven and fragmented. Pension cov-
erage is relatively low and health systems are gen-
erally not given full priority or adequate funding.
However, there are considerable differences
between GCC and non-GCC countries, with the
former offering better access to social protection
and health services.

Targets 5.4 on domestic workers and 10.7 on mi-
grant workers are highly relevant for the region.
The influx of refugees and the reliance on migrant
workers raises issues of fair treatment. For ex-
ample, there are over 2.1 million domestic workers
in the region (representing 3.6 per cent of total
paid employment), who need better protection,
access 1o basic rights and better working condi-
tions (ILO, 2013b).
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D. Asia and the Pacific

China’s slower growth, coupled with a prolonged slump
in commodity prices, have weighed on the region’s growth

The Asia-Pacific economy has been affected by weaker than expected growth in China, which accounts
for some 40 per cent of the region’s total output, combined with lower commodity prices, disproportion-
ately impacting the region’s commaodity exporters. While the relationship is far from one-dimensional
(see Chapter 1), with different degrees of exposure and vulnerability, as reflected by the variation shown
in figure 13, it does remain a significant evolution for the region.

In 2015 China’s economic growth dropped below 7 per cent (to 6.8 per cent) for the first time in more
than two decades. As China ramps up investment in technology-intensive manufacturing and shifts its
focus further towards services and higher value-added sectors, there will be new opportunities available
in the country and for its trading partners, particularly ASEAN economies. China’s One Belt, One Road
initiative to rebuild Silk Road trade links will likely help mitigate job losses in China’s construction sector,
while also propping up demand for raw materials and generating jobs in the region.

Reduced demand for raw materials will, however, weigh on export demand for many of its major
regional trade partners and consequently on jobs in the region, including in Australia, Indonesia and
Mongolia, all of which recorded a drop in growth rates in 2015. Countries with relatively less commodity
dependence, such as Thailand and Viet Nam, continued to enjoy rising growth rates. Overall, however,
the region’s growth declined from 5.5 per cent to 5.3 per cent from 2014 to 2015, considerably lower
than the 5.6 per cent annual average over 2010-14.

A major risk to the region’s economic outlook, and therefore its employment and social outlook, in 2016
is the degree to which the region’s major commodity exporters can compensate for reduced export
demand from China. Developing and emerging markets in Asia and the Pacific are also expected to
face capital outflows and volatility in financial markets. This is likely to result in reduced FDI and tighter
financial conditions in the region, hampering business creation and expansion. The expected further
appreciation of the US dollar may also create unfavourable terms of trade for merchandise exporters,
including India, and poses particular problems for those Asia-Pacific firms with substantial foreign debt.

Trade linkages to China and changes in GDP growth, selected countries (percentages)
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Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.
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With over half the world’s population, a third
of the world’s GDP and some of the highest
economic growth rates in the world, the
Asia and the Pacific region faces the chal-
lenge of combining rapid growth with suf-
ficient job creation in an environmentally
sustainable manner — priority areas identi-
fied by a regional discussion on the post-
2015 agenda (ECE et al, 2013). These bring
to the fore the key components of the post-
2015 sustainable development agenda, not
least the goal to promote sustained, inclu-
sive and sustainable economic growth, full
and productive employment and decent
work for all (SDG 8). For the Asia and the
Pacific region, there is a particular need
to decouple economic growth from envir-
onmental degradation through progressive
improvements to resource efficiency in con-
sumption and production (target 8.4). With
the commitments adopted in Paris at the
Conference of Parties (COP) XXI, the path
has become somewhat clearer.

e Poverty reduction: Foremost to the re-
gion’s sustainable development is the
need to eradicate extreme poverty
(target 1.1) and reduce overall pov-
erty (target 1.2), given that over half
of the world’s extreme poor reside in
Asia-Pacific. Decent and productive
employment opportunities are funda-
mental in this regard, placing greater
urgency on the need for increased
productivity of the poorest (target 8.2), to
achieve full and productive employment
and decent work for all women and
men (target 8.5). An essential element
of poverty elimination will be to provide
adequate social protection floors in every
country (target 1.3).

e Youth challenges: According to a recent
report (RCM-UNDG, 2015), some of the
region’s youth face particular vulnerabil-
ities, including early and forced marriage
(target 5.3) and violence against young
females (target 5.2). In other countries,
the challenges lie more in creating a
number of sufficient quality jobs for the
increasing share of youth completing
tertiary education. The RCM-UNDG
report notes progress with respect to
youth civic engagement and the position
of youth as partners in development
(SDG 17).
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Balancing economic, social and environmental SDGs in Asia-Pacific

e Gender equality: Women face significant
disadvantages in the labour market in
the Asia and the Pacific region, par-
ticularly in Southern Asia. Steps are
needed to recognize the contribution
to economies of unpaid care and do-
mestic work in the provision of public
goods and services and infrastructure,
including through social protection pol-
icies (target 5.4). Some innovations
have been adopted in this regard, such
as India’s National Rural Employment
Guarantee, which provides households
a guarantee of 100 days’ paid work on
useful public projects. After nearly a
decade, the NREG has reduced poverty
and drawn millions of women into paid
work. The region also needs to under-
take reforms to give women equal rights
to economic resources, in accordance
with national laws (target 5a).

e Migrant workers: Protecting labour rights
and promoting safe and secure working
environments, in particular for migrant
workers (target 8.8), is highly relevant in
a region that is home to millions of mi-
grant workers, and which sends far more
to other countries. Facilitating remit-
tances between these workers and their
home countries can also help reduce
inequality (target 10c).

e Natural disasters and climate change:
Particular attention must be paid to the
region’s susceptibility to natural disasters
and climate change. With narrow mar-
gins between extreme and moderate
poverty, millions are at risk of hunger
and destitution deriving from exposure
to natural hazards and climate change.
There is therefore a dire need to improve
resilience in this regard (target 13.1). The
inadequacies of the region’s social pro-
tection systems (target 1.3) exacerbate
the situation.

e Resource management: Other priority
areas identified in a regional consult-
ation include the need to improve energy
access and natural resource manage-
ment, with particular emphasis on the
management of marine ecosystems, and
to provide support specifically for small
island developing states, particularly in
the Pacific (target 13b), and small-scale
farmers (target 2.3).




Lacklustre progress in job creation

Overall, despite the creation of 21 million net new jobs in 2015, total employment growth continues to
fall short of working-age population growth. The ratio of employment to the working-age population is
expected to have slightly decreased in 2015 and to continue trending downwards over the next couple
of years. Moreover, of the jobs that are created, many are in informal and vulnerable arrangements.

A major explanatory factor behind lower employment rates in the Asia and the Pacific region is the
tendency for more young people to move into secondary and tertiary education (ILO, 2015e). Despite
this welcome trend, the incidence of unemployment among those youth who do enter the labour market
still remains significantly higher than that for their adult counterparts, at around five times as high in
South-Eastern Asia and the Pacific, and three to four times as high in Eastern Asia and Southern Asia.
Moreover, school-to-work transitions surveys in the region reveal that youth are often in an employment
position that does not match their qualifications (RCM-UNDG, 2015). Those with higher levels of edu-
cation are often able to afford to wait longer for more suitable employment; while those with lower levels
of education often have little option but to accept any form of employment that is available.

Labour force participation for women remains an ongoing challenge, particularly in Southern Asia,
where the gap is the third highest of all global subregions after the Arab States and Northern Africa.
The female labour force participation rate in Southern Asia in 2015 is estimated at 28.2 per cent. This
is far lower than the participation rate of 61.9 per cent in Eastern Asia and 58.8 per cent in South-
Eastern Asia and the Pacific. Moreover, the gender gap in labour force participation has worsened in
Southern Asia over the past decade. In 2015, female participation was 51.1 percentage points lower
than male participation, representing a gender gap 4.0 percentage points higher than a decade earlier
(box 14). While the gap in Eastern Asia is narrower than in Southern Asia, it has also widened over the
past ten years.

Encouraging signs of reductions in vulnerable employment and working poverty

The share of workers living in poverty —i.e. those living on less than US$3.10 (PPP) per day —in 2015
is expected to have declined to 11.2 per cent in Eastern Asia, 25.7 per cent in South-Eastern Asia and
the Pacific and 45.5 per cent in Southern Asia (table 10). In the case of Southern Asia, the number of
workers living in extreme poverty (less than US$1.90 per day, PPP) has declined considerably since
2000 - from 42.2 per cent in 2000 to 33.0 per cent in 2008 and 18.1 per cent in 2015. It is projected
to continue to fall over the next two years.

This may be partly explained by the fact that a number of economies are gradually moving towards the
production of higher value-added products, which is typically associated with higher pay and better
quality jobs. Labour market tightness in several countries is partly contributing to widespread pay in-
creases, which are also benefitting workers at the lower end of the wage distribution. Minimum wage
policies and increases have made a particularly important contribution in the region. For example,
Myanmar implemented its first minimum wage in 2015, to improve workers’ incomes while establishing
itself as an alternative garment manufacturing destination in the region, and Cambodia, Indonesia and
Viet Nam all implemented significant increases in minimum wages in some sectors or regions. This
virtuous trend is expected to continue over the next couple of years in each of the subregions, though
the incidence of working poverty in Southern Asia will remain second only to that in sub-Saharan Africa.

As most of the countries in the region continue to grow and as they develop better institutional cap-
acities, the share of vulnerable employment is expected to gradually fall across the region. Yet vulner-
able employment remains comparatively high, especially in South-Eastern Asia and the Pacific and
Southern Asia, where it reached 54.1 per cent and 73.6 per cent respectively in 2015. Countries with
large informal sectors, such as Cambodia, Indonesia and Myanmar, continue to have high shares of
vulnerable employment, in the order of 60 per cent, and there are no signs that they will decrease over
the next couple years.
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Labour market outlook for Asia and the Pacific (2000-17)

Labour force
participation rate

Unemployment
rate

Employment
growth

Vulnerable
employment

Working poverty
(less than
US$1.90)

Working poverty
(between
US$1.90

and US$3.10)

Productivity
growth

Note: Employment and productivity growth figures present percentage growth rates. Employment figures refer to the total economy.
Labour productivity is measured as real output per worker, PPP-adjusted. Vulnerable employment share is defined as the sum of own-
account workers and contributing family workers in total employment. Working poverty figures for Eastern Asia do not consider Japan

Eastern Asia

South-Eastern Asia and the Pacific
Southern Asia

Eastern Asia

South-Eastern Asia and the Pacific
Southern Asia

Eastern Asia

South-Eastern Asia and the Pacific
Southern Asia

Eastern Asia

South-Eastern Asia and the Pacific
Southern Asia

Eastern Asia

South-Eastern Asia and the Pacific
Southern Asia

Eastern Asia

South-Eastern Asia and the Pacific
Southern Asia

Eastern Asia

South-Eastern Asia and the Pacific
Southern Asia

since the incidence of working poverty in the country is negligible.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Regional cooperation and protection of migrant workers

With a significant flow of Asia and the Pacific
workers to Gulf States, major recipient coun-
tries such as Qatar have pledged reforms in
2015. In South-Eastern Asia and the Pacific,
the ASEAN Declaration on the Protection
and Promotion of the Rights of Migrant
Workers (2007) requires the AEC to uphold
the rights of migrant workers, although the
declaration has yet to be implemented.

In late 2014, some Asian governments in-
cluded the protection of migrant workers
in the agenda for regional cooperation in
the South Asian Association for Regional

Cooperation (SAARC). This is particularly
relevant for a country such as Nepal: in
2014, more than half a million Nepalese
left the country in search of work abroad
and, in 2011, one in four households had a
member working abroad (compared to one
in ten in 2001).* To improve management of
migration channels and safety for workers,
in early October 2015 the ILO (jointly
with the EU, the Foreign Employment
Promotion Board and the Non-Resident
Nepali Association) inaugurated a Foreign
Employment Information and Counselling
Centre.

* Migration Policy Institute. Redefining Nepal: Internal migration in a post-conflict, post-disaster society, http:/www.
migrationpolicy.org/article/redefining-nepal-internal-migration-post-conflict-post-disaster-society.
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2000-07 2008-13 2014 2015 2016 2017
73.4 69.9 69.6 69.5 69.3 69.1
70.2 70.2 70.1 69.9 69.9 69.9
598 56.2 54.5 54.4 54.5 54.6

43 4.4 4.5 4.5 4.5 4.6
6.1 4.8 4.3 4.4 4.3 4.2
46 4.3 4.2 41 41 4.0
0.9 0.4 0.4 0.3 0.2 0.1
1.8 19 15 14 14 15
2.3 0.9 1.7 21 2.0 2.0
55.1 46.3 42.6 421 41.6 41.3
59.6 56.4 54.4 54.1 53.7 68,3
79.4 76.1 74.1 73.6 733 72.8
20.8 7.7 5.2 4.9 4.6 4.4
27.6 13.1 8.9 8.4 8.0 7.6
39.0 27.1 19.3 18.1 17.0 16.1
22.1 111 7.0 6.3 5.7 5.2
255 21.6 18.4 17.3 16.2 15.0
32.2 Sk 28.4 27.4 26.3 25.1
57 57 51 4.9 4.8 4.7
31 2.7 27 2.8 31 3.4
4.1 4.6 4.5 4.3 4.6 4.8

Tahle 10




New regional integration agreements could offer employment gains,
but require additional measures to tackle inequality

The Asia and the Pacific region has been actively working to integrate its economies through a variety
of negotiated agreements. Among them are the ASEAN Economic Community (AEC) and the Trans
Pacific Partnership (TPP).

The AEC is expected to result in net job creation, facilitated in part by greater labour mobility across
the subregion. Projections suggest that 14 million additional jobs could be created by 2025 as a result
of the AEC coming into play, if the agreement is implemented in full (ILO and ADB, 2014). Much of the
region’s migration is fuelled by flows from poorer countries with more youthful populations to richer,
often ageing, economies. Between 1990 and 2013, for instance, Malaysia, Singapore and Thailand
emerged as major migration hubs and now collectively account for approximately 97 per cent of
intra-ASEAN migrants. Increased trade flows within the AEC itself are likely to have an impact on jobs,
primarily those in manufacturing and more labour-intensive industries.

While offering potential benefits, current AEC arrangements could also fuel inequalities between coun-
tries. At present, Mutual Recognition Arrangements (MRAs) have been made in ASEAN member states
for a few, mostly high-skilled professions, namely accountancy, architecture, dentistry, engineering,
medicine, nursing, surveying and tourism. These MRAs cover only a small share of total employment
in member states (0.3 per cent in Indonesia, 0.8 per cent in Thailand and 1.4 per cent in Viet Nam).
As a result, labour migrants in jobs outside of these MRAs will continue to have their qualifications
unrecognized while the focus on high-skilled jobs in the MRAs may create a “brain drain” in countries
unable to offer competitive salaries.

Agreement on the TPPs is the latest arrangement to facilitate integration in the region as it involves a
number of Asia and the Pacific signatories. When the TPP agreement comes into effect over coming
years, it offers potential economic and employment opportunities, although, like the AEC, there is a
risk that countries compete in “race to the bottom” competitiveness measures. To mitigate this, and at
a time of greater global attention to working conditions and standards in global value chains, the TPP
includes an agreement among all signatory states to “adopt and maintain in their laws and practices the
fundamental labour rights as recognized in the ILO 1998 Declaration.” This requires governments, as
well as firms, to take further action to improve working conditions and rights at work, and also among
migrants (box 15). For instance, Malaysia is expected to address migrant labour issues in the short
term, and in Viet Nam the Government has already announced its commitment to revise labour laws in
line with ILO’s fundamental principles. For non-signatories that have made clear their intention to join
the TPP, such as Indonesia, this may also trigger improved efforts to raise standards for their workers.
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E. Europe and Central Asia

NORTHERN, SOUTHERN AND WESTERN EUROPE

GDP growth is showing modest signs of recovery in European countries,
but exposure to emerging markets poses a risk in 2016

Northern, Southern and Western Europe continues to emerge slowly from the global crisis and the
ensuing sovereign debt crisis. The region’s economy is expected to have expanded by 1.6 per cent in
2015, up from 1.3 per cent in 2014 and 0.2 per cent in 2013. In fact, many economies that had regis-
tered either zero or negative growth rates between 2012 and 2014 are finally expected to post positive
GDP growth in 2015. These include Cyprus (1.2 per cent), Italy (0.9 per cent), Portugal (1.6 per cent),
Slovenia (2.6 per cent) and Spain (3.1 per cent). The recent positive economic performance is broadly
based, stemming from increased consumption growth, increased exports, and macroeconomic ad-
justments, notably quantitative easing by the European Central Bank (European Commission. 2015a).

Despite the fact that close to 65 per cent of trade in the region is with other countries within the region,
Northern, Southern and Western Europe is closely linked to China and other emerging markets, with
nearly a quarter of the region’s exports going to emerging economies, with China accounting for a sub-
stantial portion.*® In particular, a recent estimate by the IMF suggested that a slowdown in emerging
markets could lead to a decline in output in the euro area by 1.5 per cent, with Germany particularly
exposed (IMF, 2014). The economic performance of the emerging markets in 2016 and 2017 will there-
fore undoubtedly shape the economic outlook of the region. However, the strength of the US economy
should help dampen some of downside risks arising from emerging markets.

Labour market conditions are slowly improving
and may continue to do so in the short term

Given the modest recovery in economic performance, labour markets across the region have started im-
proving, including in those countries belonging to the euro area (box 16). The regional unemployment rate
is expected to have reached 10.1 per cent in 2015, down from 10.7 in 2014 — the lowest rate since 2011
(table 12). Improvements have been most notable in Southern Europe. In Greece, Portugal and Spain, the
unemployment rates have fallen from their very high peaks, declining on average by almost 2 percentage
points in the past year alone (although in the case of Greece and Spain they remain above 20 per cent).
Youth employment is expected to have decreased in the region, but only modestly, from 21.8 per cent
in 2014 to 20.6 per cent in 2015 (the highest rates globally after the Arab States and Northern Africa).

The regional unemployment rate is projected to continue to fall steadily over the next couple of years
reaching 9.7 per cent by 2017 (table 12). If predicted levels are reached these will be the lowest since
2009. Declining energy prices and depreciation of the Euro have supported faster-than-expected
employment creation in export-oriented Southern European countries, such as Spain, Portugal and,
more recently, Italy.

Nonetheless, at the end of the forecast horizon virtually all the countries in the region, with the excep-
tion of Germany and the United Kingdom, will continue to post unemployment rates higher than the
pre-crisis level. In addition, the long-term unemployed continue to comprise a large share of the total
number of unemployed in the region. In the second quarter of 2015, around half of all unemployed
persons in the region had been without work for one year or longer. Moreover, in many economies,
the share of long-term unemployed continues to increase. For instance, between the second quar-
ters of 2013 and 2015, the rate substantially increased in Bulgaria (+7.4 percentage points), Cyprus
(+10.1 percentage points) and Greece (+8 percentage points) (Eurostat, 2015). Workers unemployed
for long periods risk losing their skills, face reduced employability and are at greater risk of poverty.
Nearly half of all unemployed people are at risk of poverty.

In many countries in the region, the employment rebound has come at the expense of job quality, as
non-standard employment (e.g. temporary and part-time jobs) have accounted for a relatively larger
fraction of jobs created. In addition, almost 10 per cent of all employed people in the region earn less
than 60 per cent of median income.

Weak job creation prospects in the region are also reflected in the relatively low labour force partici-
pation rate, which is expected to hover at around 57.6 per cent for the next couple of years. This stands
as one of the lowest rates globally — the world average participation rate is 62.8 per cent.
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Table 11

Table 12

Labour market outlook in the euro area, 2015-17

According to the new ILO regional classi-
fication, the group Northern, Western and
Southern Europe covers 34 countries, in-
cluding virtually all the economies in the euro
area with the exception of Slovakia (which is
considered under the ILO’s Eastern Europe
region, see Appendix A). Although the coun-
tries in the euro area account for only 65 per
cent of the labour force in the Northern,
Western and Southern Europe region, the
following analysis briefly summarizes labour
market developments specific to the euro
area in light of their relevance in the current
policy discussion.

The euro area’s economy is projected to have
grown by 1.5 per cent in 2015, with growth
to accelerate slightly over the next couple of
years, up to 1.7 per cent in 2017. This rep-
resents a notable improvement considering
that GDP had contracted by an average of
0.5 per cent between 2012 and 2013, ex-
panding only modestly in 2014 (+0.8 per

cent). As a result, the unemployment rate
should have declined to 10.9 per cent in
2015, down from 11.6 per cent in 2014
(table 11). Yet, joblessness in the euro area
will remain significant. The unemployment
rate is expected to remain above 10 per cent
over the whole forecast horizon, decreasing
by only half a percentage point by 2017,
compared with the average unemployment
rate of 6.6 per cent in 2017 across the main
developed countries.

The projected pace of employment creation
will remain too slow to make a significant
dent in unemployment. The number of em-
ployed people is expected to have grown
by only 0.6 per cent in 2015, further rising
by an average of only 0.2 per cent per year
over the period 2016-17. The labour force
participation rate is set to marginally de-
crease in the euro area, partly reflecting
growing discouragement among long-term
unemployed and youth.

Labour market outlook for the euro area (2000-17)

2000-07 2008-13 2014 2015 2016 2017

Labour force participation rate 55.8
Unemployment rate 8.6
Employment growth 1.3
Productivity growth 1.0

56.8 56.6 56.5 56.4 56.2
10.0 11.6 10.9 10.7 10.4
-0.5 0.3 0.6 0.2 0.2

0.3 0.4 0.9 14 15

Note: Employment and productivity growth figures present percentage growth rates. Employment figures refer to the total
economy. Labour productivity is measured as real output per worker, PPP-adjusted.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Labour market outlook for Northern, Western and Southern Europe (2000-17)

2000-07 2008-13 2014 2015 2016 2017
Labour force participation rate 56.9 57.8 57.7 57.7 57.6 575
Unemployment rate 8.2 9.7 10.7 10.1 9.9 9.7
Employment growth 1.1 -0.3 0.7 0.7 0.3 0.2
Productivity growth 1.3 0.1 0.4 0.9 1.4 1.6

Note: Employment and productivity growth figures present percentage growth rates. Employment figures refer to the total economy.

Labour productivity is measured as real output per worker, PPP-adjusted.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.
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Tackling the refugee crisis

The recent influx of refugees into the region is creating new challenges for the labour market and social
integration (box 17). Integrating refugees into the labour market will be important for helping the new-
comers to establish new livelihoods and to ease their social integration into the receiving countries. It
will also help to alleviate any short-term pressures on public services. Key to this will be ensuring there
are effective active and passive labour market policies. In the long term, the influx of migrants will help
to counter skills shortages in certain areas and mitigate the risks associated with low population growth
and declining labour force participation rates (OECD 2015).*

Influx of refugees into Europe

Monthly arrivals of refugees to the region via the
Mediterranean Sea in 2015 have far exceeded
those experienced in 2014 (figure 14), with arrivals
increasing fourfold in 2015 compared to a year
earlier — from 216,054 in 2014 to 806,000 in 2015
(as of November only). Moreover, 2014 had al-
ready seen a fourfold increase compared to 2013.
The recent surge is mainly a result of individuals
fleeing war-torn countries. Indeed, close to 80 per
cent of the arrivals are from Afghanistan, Irag and
Syria.* The number of asylum applications in the
EU-28 was close to two-thirds of a million in the
first eight months of 2015, compared to roughly
half a million in 2014. For example, in Germany
alone, a quarter of a million people sought asylum
in the first eight months of 2015, accounting for
one-third of all applicants for the EU as a whole.

The emergence of new migration routes has meant
that the influx has affected many countries in

Europe, from the Balkans to those of Western and
Northern Europe. Member states of the EU have
agreed upon actions to handle the influx of refugees:
(i) Operational measures: Migration Management
Support Teams have been established in “hot-spots”
where migrants tend to land first in Europe (Greece
and ltaly); (i) Budgetary support: the EC has pro-
posed amendments to its 2015/16 budget in order
to boost the resources allocated to the refugee crisis
by €1.7 billion; in total, the EC will spend €9.2 billion
in 2015 and 2016 on the refugee crisis. Member
states are expected to match this spending with
their national allocations; and (iii) /mplementation
of EU law: Member states are expected to adhere
to the Common European Asylum System, which
is geared towards helping people in need of inter-
national protection (European Commission. 2015b)
Furthermore, there are efforts to find political solu-
tions in the originating countries and to engage re-
gional allies such as Lebanon and Turkey.

* UNHCR Population Statistics Database: http://popstats.unhcr.org/en/overview#_ga=1.76466773.1982046382.1450473222

[accessed 17 December 2015].
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Applying the SDGs in Europe

Despite its relative prosperity, Europe faces several of
the key challenges addressed in the SDGs, in particular
SDG 8: Promoting inclusive and sustainable economic
growth, employment and decent work for all. Seven
years after the global crisis in 2008-09, Europe has not
fully recovered its economic potential, although there
have been some improvements in economic and labour
market performance in the past few years. Questions
remain as to its capacity to achieve sustained economic
growth (target 8.1), especially in times of low inflation
and deceleration in emerging market export partners.

e Decent work: The very high levels of long-term un-
employment in the region raise serious concerns
about the deficit of adequate quality employment
creation. To achieve target 8.5 on full and productive
employment and decent work for all by 2030,
European countries will need a comprehensive ap-
proach to restore growth and address deficits in job
quality.

e Youth unemployment: Since the beginning of the
global recession, youth unemployment has risen
rapidly and the share of NEETs remains high (ILO,
2015c). European countries should substantially
improve access to education and training schemes,
including technical and vocational schemes, to
ensure that youth are endowed with the relevant
skills (targets 8.6 and 4.4).

e [nvestment: Strengthened investment is needed to
increase productivity (target 8.2) and a sustainable

industrial sector (target 9.2). The recent Investment
Plan proposed by the European Commission, which
aims to counteract the current weak trend in invest-
ment, is a step in this direction. If the programme
is carefully designed and the funds are allocated to
places of greatest need, over 2.1 million net new
jobs could be created by mid-2018 (ILO, 2015a).

e |nequality and relative poverty (SDG 10): The trend
of rising inequality and relative poverty (targets 10.1
and 10.4) and the declining labour share raise
serious challenges. These require consideration of
how to make income distribution more equitable,
including through strengthened wage setting mech-
anisms. Special attention should be paid to social
dialogue and collective bargaining at all levels, to
help restore the link between the evolution of wages
and productivity.

Monitoring of the SDGs should be integrated into the
current framework adopted by the European countries
in the context of the EU2020 Strategy and recently re-
designed with the implementation of the European se-
mester. European countries and authorities must ensure
that SDGs are correctly included in the EU’s objectives
and guidelines and monitored by existing bodies, such
as the EU Employment Committee and the EU Social
Protection Committee. Moreover, SDGs should be taken
into account in the process of definition and monitoring
(multilateral surveillance) of the country-specific recom-
mendations endorsed by the European Council.

Over the medium term, ensuring job quality remains a challenge

Full-time employment in the Northern, Southern and Western Europe region has declined in recent
years, while part-time and temporary employment has grown. The share of full-time work arrangements,
which represented over 80 per cent of total employment in 2007, fell by over 3 percentage points by
2015. Conversely, in recent years, part-time employment has been accounting for a disproportionate
share of employment creation, increasing its share in total employment to over 22 per cent in 2015.
Moreover, part-time employment is often involuntary, as workers who cannot find full-time employment
are forced to take up part-time work. This issue is particularly acute in some Southern European coun-
tries. For instance, in 2014, 71.2 per cent of part-time workers in Greece were on an involuntary basis,
while the share was above 64 per cent in ltaly and Spain and over 50 per cent in Portugal.

Likewise, temporary work contracts continue to represent a significant share of total employment in
the region, at around 15 per cent in 2015. Although the incidence of temporary employment seems
to have stabilized since 2014, a number of countries, including the Netherlands, Portugal and Spain,
continue to post shares of temporary employment of around 20 per cent or higher. But, while in the
Netherlands only 44 per cent of temporary employees cite the lack of permanent job opportunities
as their main reason for being in temporary work, the figure rises to over 83 per cent in Portugal and

peaks at 91 per cent in Spain.

The current patterns of employment creation risk exacerbating the already high level of income in-
equality in the region. Temporary employees are usually found to earn lower wages than their peers
with open-ended contracts, while part-time workers face on average a 20—40 per cent higher prob-
ability of being in poverty than their counterparts with higher work intensity. This couples with the
fact that workers in these forms of employment typically experience reduced levels of social security,
lower participation in training schemes and limited career prospects. High and rising levels of income
inequality have also been shown to chip away long-term growth and job creation (ILO, 2015c). Going
forward, it will be important for the region to tackle these issues as part of the regional strategy to
reduce inequality and achieve the SDGs by 2030 (see box 18).
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EASTERN EUROPE AND CENTRAL AND WESTERN ASIA

Lower oil prices and a slowdown in the Russian Federation,
the region’s largest economy, have had a detrimental impact

Given the reliance of Eastern Europe and Central and Western Asia on oil, several countries in the
region have been severely affected by the decline in oil prices. The economy of the Russian Federation
is expected to have contracted by 3.8 per cent in 2015. Similarly, GDP growth in Azerbaijan has slowed
down sharply, following the fall in oil prices (the oil sector accounts for 50 per cent of GDP). Qil pro-
duction and export volumes contracted in the second half of 2015 and are likely to continue this trend
in 2016.% In contrast, oil importers in the region — Armenia, Belarus, Georgia, the Kyrgyz Republic,
Moldova and Tajikistan — have benefited from the lower oil prices. But this has not been enough to
offset the fallout from the recession in the Russian Federation, given that many of these countries rely
heavily on exports to and remittances from that country. Meanwhile, geopolitical tensions in the region
have had negative repercussions on countries in the subregion (IMF’s 2014 and 2015c).* For instance,
in Ukraine the economy contracted by 6.8 per cent in 2014 and by an estimated 10 per cent in 2015,
which has also affected several other economies in the region.

Given the high number of migrants working in the Russian Federation (estimated at close to 4 million),
the significant decline in GDP in the country has inevitably affected remittances to other countries in
the region. Remittances to Eastern Europe and Central Asia fell by 6.3 per cent in 2014 and an esti-
mated 12.7 per cent in 2015, with Central Asian economies particularly hard hit (World Bank 2015b).
In 2014, for example, remittances to Armenia declined by 11 per cent, Tajikistan by 8 per cent, Ukraine
by 27 per cent and Uzbekistan by 16 per cent. In several countries in the region remittances account
for a substantial share of GDP. Indeed, Armenia and Tajikistan are some of the most remittance-de-
pendent countries in the world: for Armenia they represent 21 per cent of GDP and Tajikistan, 49 per
cent of GDP.

In Eastern Europe, labour market conditions have improved
but the outlook is less positive

After falling for seven consecutive years, the unemployment rate in Eastern Europe reached a low of
6.8 per cent in 2014. However, this positive trend is projected to come to a halt over the next couple
of years as GDP growth is expected to slow down considerably compared to the past decade. As a
result, the regional unemployment rate is projected to have increased slightly to 6.9 per cent in 2015,
remaining essentially stable afterwards (table 13).

Aggregate figures mask significant heterogeneity across countries. In particular, unemployment will
continue to fall in virtually all the Eastern European countries belonging to the European Union, and
especially so in Czech Republic, Poland and Slovakia. Conversely, joblessness is projected to increase
until 2017 in the Russian Federation, as well as in neighbouring economies such as Belarus, which
are negatively affected by the economic contraction in the Russian Federation. Employment in the
region is estimated to have contracted by 0.5 per cent in 2015, and is projected to drop further by
0.7 per cent and 0.6 per cent in 2016 and 2017, respectively. On the upside, the share of vulnerable
employment — at 11.2 per cent of total employment in 2015 — is constantly decreasing and slowly
approaching to values typically observed in advanced European countries.
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Table 13

Labour market outlook for Eastern Europe and Central and Western Asia (2000-17)

2000-07 2008-13 2014 2015 2016 2017

Labour force Eastern Europe 58.6 59.6 60.0 60.2 60.2 60.0
participation rate Central and Western Asia 56.2 56.7 57.8 58.2 58.3 58.3
Unemployment rate ~ Eastern Europe 9.2 7.3 6.8 6.9 7.0 6.9

Central and Western Asia 9.8 9.3 9.1 9.2 9.4 9.4
Employment growth ~ Eastern Europe 0.9 -0.1 0.1 -0.5 -0.7 -0.6

Central and Western Asia 1.5 2.5 1.8 1.5 1.2 1.3
Vulnerable Eastern Europe 12.3 11.4 11.3 11.2 11.5 11.4
employment Central and Western Asia ~ 41.9 347 330 326 323 31.9
Working poverty Eastern Europe 4.6 33 3.3 3.2 3.1 31
(less than US$3.10) Central and Western Asia 23.6 10.9 7.9 7.4 7.0 6.6
Productivity growth Eastern Europe 5.3 1.7 0.8 -1.0 1.6 2.6

Central and Western Asia 4.7 1.5 1.8 1.7 21 2.7

Note: Employment and productivity growth figures present percentage growth rates. Employment figures refer to the total economy.
Labour productivity is measured as real output per worker, PPP-adjusted. Vulnerable employment share is defined as the sum of own-ac-
count workers and contributing family workers in total employment.

Source: ILO calculations based on ILO Research Department’s Trends Econometric Models, November 2015.

Central and Western Asia continues to grow, but face the twin challenge
of lacklustre job creation and high levels of vulnerable employment

Despite the negative headwinds, economic growth in Central and Western Asia is projected to continue
in the near future.* On the back of this growth, employment is projected to have increased by 1.5 per
cent in 2015 and to increase again by 1.2 per cent in 2016 (table 13). However, despite GDP growth
remaining close to 4 per cent in the coming years, employment growth is far from commensurate. This
is in part because the region has low employment rates; at 52.9 per cent in 2015, the regional rate is
considerably below the global average of 59.2 per cent. The regional unemployment rate is expected to
have remained stable at 9.2 per cent in 2015 and to increase to 9.4 per cent in 2016. At the same time,
youth unemployment with a rate close to 17 per cent remains a major challenge in the region, especially
in countries such as Armenia and Georgia, where more than three out of ten young people are jobless.

Meanwhile, the region has made significant progress in reducing the incidence of working poverty
(defined at less than US$3.10 per day, PPP), particularly due to reduction in Central and Western
Asia — it declined from 23.6 per cent in 2000-07 to 10.9 per cent in 2008-13 (table 13). By 2017,
working poverty is projected to fall below 7 per cent, which is a considerable improvement for this
region. In case of Eastern Europe, incidence of working poverty is much lower — at 3.3 per cent in
2014 and is projected to edge slightly downwards by 2017 (to 3.1 per cent). However, the incidence
of vulnerable employment remains relatively high in the region — at 32.6 per cent of total employment
in 2015 — which continues to be a concern. Although the share of vulnerable employment has been
constantly declining since 2001, the pace of improvement has slowed down considerably compared
to the first half of the past decade. Further progress in this regard remains paramount, especially in
countries such as Azerbaijan and Georgia, where vulnerable employment accounts for over 50 per cent
of total employment. These labour market and socio-economic challenges will need to be addressed
if the newly adopted SDGs are to be achieved (see box 19).
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Among the 17 SDGs, SDG 8 calls for sus-
tained economic growth rates that enable
growth of productive employment and
decent work. Countries in Eastern Europe
and Central and Western Asia seem to be
well placed to maintain growth rates above
those of higher income countries in Europe.
In the lead-up to the global crisis in 2008,
many countries in the region, including
Armenia, Azerbaijan, Belarus, Georgia,
Kazakhstan, the Russian Federation and
Ukraine, posted average annual GDP per
capita growth rates above 7 per cent. Since
the onset of the crisis, most countries have
not done nearly as well, but there are some
notable exceptions, such as Turkmenistan
and Uzbekistan. Labour market tar-
gets within SDG 8 that are pertinent to the
region include the following:

e [nformal employment as a share of
total non-agricultural employment
(target 8.3): Informal employment re-
mains high in countries such as Armenia
(19.8 per cent of all employment),
Moldova (15.9 per cent) and Turkey
(30.6 per cent). Labour market and
macroeconomic policies to encourage
formalization will be vital for creating pro-
ductive employment in the region.

e High youth unemployment rate
(target 8.6): Youth unemployment in
the region remains a major issue, albeit
with considerable heterogeneity across
countries. Moreover, countries in Central

The SDGs in Eastern Europe and Central and Western Asia

and Western Asia have not been able to
translate their growth into sustained job
creation. Here the role of policy is im-
portant in achieving better employment
outcomes for young and increasingly
well-educated workers.

e forced labour (target 8.7): The region

has a high share of forced labour victims
per thousand inhabitants — at 4.2, com-
pared to 1.5 in developed economies
and the EU. Addressing the causes of
forced labour is an important issue, as
is reducing the prevalence of vulnerable
employment.

® [ncome inequality and relative poverty

(SDGs 1 and 10): Since 2007, income
inequality in the region has declined in
countries such as Belarus, Georgia (al-
though in absolute terms it is still high
in Georgia), Kazakhstan, Kyrgyzstan
and Ukraine, but has increased in the
case of Armenia, the Russian Federation
and Turkey (table 14). Meanwhile the
high share of people living below the
respective national poverty line remains
of concern in Armenia and Kyrgyzstan.
This calls for renewed policy interven-
tions to address inequality and poverty,
including efforts to ensure stronger link-
ages between productivity and wage
growth, sound minimum wage policies,
broader coverage of social protection
schemes and stronger dialogue between
employers and workers.

Income inequality and poverty developments in Eastern Europe

and Central and Western Asia

Country Gini index Poverty rate (per cent)

2007 2013 or latest 2007 2013
Armenia 29.8 315 27.6 32.0
Belarus 28.7 26.0 7.7 515
Georgia 40.6 40.0 20.1 14.8
Kazakhstan 29.6 26.4 12.7 29
Kyrgyzstan 334 274 35.0 37.0
Russian Federation 39.2 41.6 3.3 10.8
Turkey 38.4 40.2 8.4 2.3
Ukraine 29.6 24.6 7.1 8.4

Note: Figures for the Gini index in Armenia, Belarus, Georgia, Kazakhstan and Ukraine refer to 2013,
while for others they refer to 2012. Poverty rates are based on country-specific national poverty

thresholds.

Source: ILO calculations based on World Bank, World Development Indicators.
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10.

11.

12.

Import values were cut by 19 per cent in October
2015 compared to the previous year.

See Appendix B for a detailed explanation of un-
employment estimations over time.

This is mainly because the relationship between
imports and services output is not strong.

The US economy is relatively shielded from
these effects; in fact, a 1 per cent drop in China’s
growth rate would translate into a mere 0.06 per
cent drop in GDP in the United States.

Throughout this report the terms Developed,
Emerging and Developing economies correspond
to World Bank income classifications, where
Developed denotes high-income, Emerging
denotes upper and lower middle-income and
Developing denotes low-income status.

Between 2000 and 2015, the share of vulnerable
employment in total employment declined from
52.7 per cent in 2000 to 46.1 per cent.

Global estimates exclude “Developed Economies
and EU” countries, as per regional groupings of
Annex 5 in ILO, 2015c.

The sharpest decline took place during the crisis
years, between 2007 and 2010 (see table 3).

The ILO and other UN agencies are currently
involved in identifying specific indicators within
each target, which would help in monitoring
progress made by countries in achieving the
SDGs. The final list of indicators should be fi-
nalized by the end of 2016. Indicators under
discussion include the growth rate of GDP per
employed person, share of informal employment
in non-agriculture employment, earnings, un-
employment, percentage of youth not in edu-
cation, employment or training, child labour and
forced labour, occupational injuries, government
spending on social protection and employment
programmes and collective bargaining rates.

Note that these figures are estimates by the ILO.
Statistics on forced labour are rarely collected by
National Statistics Offices.

The ILO Minimum Age Convention, 1973 (No.
138) sets the general minimum age for admission
to employment or work at 15 (13 for light work)
and the minimum age for hazardous work at 18
(16 under certain strict conditions). Therefore all
children working under the age of 15 (or 13 for
light work), as well as children under 18 working
in hazardous labour, are considered to be child
labourers.

In Libya, the political transition has been marred
by political instability and the lack of a functioning
and recognized transitional government.

2. Employment and social trends by region

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

Labour underutilization is a measure that at-
tempts to provide a more comprehensive view of
underutilized labour in the labour force. This indi-
cator captures mismatches between the demand
and supply of labour due to insufficient labour
absorption. It signals situations of unmet need for
employment within the population.

Zimbabwe Labour Force and Child Labour
Survey, 2014.

Mali Enquéte sur la main-d’ceuvre 2004;
Tanzania Integrated Labour Force Survey
2005-6; Madagascar Enquéte Périodique
aupres des Ménages 2005; Mauritius Continuous
Multipurpose Household Survey 2009; Ethiopia
Labour Force Survey 2004 (urban areas).

SWTS countries include Benin, Liberia,
Madagascar, Malawi, the United Republic of
Tanzania, Togo, Uganda and Zambia.

World Bank Poverty data, http://data.worldbank.
org/topic/poverty [accessed 5 November 2015].

The Federal Reserve did not explicitly mention
slowdown in emerging markets but noted that it
is “monitoring global economic and financial de-
velopments” (Board of Governors, Press Release,
28 October 2015).

In the third quarter of 2015, the US economy
showed some modest signs of slowing to 2.1 per
cent annual growth — albeit revised upwards from
preliminary estimates of 1.5 per cent — mainly
due to slower export growth that was partially
offset by strong consumer spending.

According to the Bank of Canada, GDP growth
in 2016 and 2017 will be 2 and 2.5 per cent
respectively.

The appreciation of the US$ against the CAD and
other currencies is also a result of quantitative
easing by the Federal Reserve and the overall
strength of the US economy.

Manufacturing is typically located in central
Canada whereas mining and extraction are in
western Canada.

Note that, in terms of its share of total employment,
there has been a trend decline in manufacturing
employment in both Canada and the United States

Final prices are considered as those of October
2015. Source: IMF Primary Commodity Prices
Database.

Underlying this weak performance is low total
factor productivity growth rather than capital
or labour input growth. This reflects the limited
capacity of economies in the region to innovate,
for example by promoting technological change.

The data represent the weighted average from a
subsample of 17 countries.



27.

28.

29.

30.
31

The Arab States region comprises 12 countries,
of which six are GCC countries — Bahrain, Kuwait,
Oman, Qatar, Saudi Arabia and United Arab
Emirates.

Kuwait has already announced an 18 per cent cut
in spending for its 2015/16 budget, for example.
One notable exception is Saudi Arabia, which an-
nounced a fiscal spending package worth 4 per
cent of GDP in February 2015.

Note that there are some exceptions in the region,
namely Qatar and United Arab Emirates, where
the unemployment rate is around 10 per cent or
less, considerably lower than the average.

IMF, Direction of Trade Statistics.

The risk here is of secular stagnation, as de-
scribed by Hansen (1938) and Summers (2014).

32.
33.

34.

This is characterized by low long-term growth
stemming from both demand- and supply-side
factors, which create a vicious cycle of low rate of
interest, low investment, low aggregate demand,
low productivity gains, low population growth and
declining labour force participation. To break out
of this vicious cycle of low long-tem growth will
entail policies that go beyond immigration and
require, in addition, innovative policies aimed at
raising participation rates and working-age popu-
lation growth (Baldwin and Teulings, 2014).

EIU October 2015 country reports.

See the IMF’s 2014 and 2015 Spillover Reports
for more information.

Note that Russian Federation and Ukraine are
part of the Eastern Europe subregion.
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Appendix A. Country, regional and income groupings

Africa

Northern Africa
Algeria

Egypt

Morocco

Sudan

Tunisia

Western Sahara

Sub-Saharan Africa

Angola

Benin

Botswana

Burkina Faso

Burundi

Cameroon

Cape Verde

Central African Republic

Chad

Comoros

Congo

Congo, Democratic
Republic of the

Cote d’lvoire

Djibouti

Equatorial Guinea

Eritrea

Ethiopia

Gabon

Gambia

Ghana

Guinea

Guinea-Bissau

Kenya

Lesotho

Liberia

Madagascar

Malawi

Mali

Mauritania

Mauritius

Mozambique

Namibia

Niger

Nigeria

Rwanda

Réunion

Sao Tome and Principe

Senegal

Sierra Leone

Somalia

South Africa

Swaziland

Tanzania, United
Republic of

Togo

Uganda

Zambia

Zimbabwe

Appendix A

Americas

Latin America
and the Caribbean
Antigua and Barbuda
Argentina
Bahamas
Barbados
Belize
Bolivia, Plurinational State
of
Brazil
Chile
Colombia
Costa Rica
Cuba
Dominican Republic
Ecuador
El Salvador
French Guiana
Grenada
Guadeloupe
Guatemala
Guyana
Haiti
Honduras
Jamaica
Martinique
Mexico
Nicaragua
Panama
Paraguay
Peru
Puerto Rico
Saint Lucia
Saint Vincent
and the Grenadines
Suriname
Trinidad and Tobago
United States Virgin Islands

Uruguay
Venezuela, Bolivarian
Republic of

Northern America
Canada
United States

Arab States

Bahrain

Iraq

Jordan

Kuwait

Lebanon

Oman

Qatar

Saudi Arabia

United Arab Emirates
West Bank and Gaza Strip
Yemen

Asia and the Pacific

Eastern Asia
China

Hong Kong, China
Japan

Korea, Republic of
Macau, China
Mongolia

Taiwan, China

South-Eastern Asia

and the Pacific

Australia

Brunei Darussalam

Cambodia

Fiji

French Polynesia

Guam

Indonesia

Lao People’s Democratic
Republic

Malaysia

Myanmar

New Caledonia

New Zealand

Palau

Papua New Guinea

Philippines

Samoa

Singapore

Solomon Islands

Thailand

Timor-Leste

Tonga

Vanuatu

Viet Nam

Southern Asia
Afghanistan
Bangladesh

Bhutan

India

Iran, Islamic Republic of
Maldives

Nepal

Pakistan

Sri Lanka

Europe and Central Asia

Northern, Southern

and Western Europe

Albania

Austria

Belgium

Bosnia and Herzegovina

Channel Islands

Croatia

Denmark

Estonia

Finland

France

Germany

Greece

Iceland

Ireland

Italy

Latvia

Lithuania

Luxembourg

Macedonia, the former
Yugoslav Republic of

Malta

Montenegro

Netherlands

Norway

Portugal

Serbia

Slovenia

Spain

Sweden

Switzerland

United Kingdom

Eastern Europe
Belarus

Bulgaria

Czech Republic
Hungary

Moldova, Republic of
Poland

Romania

Russian Federation
Slovakia

Ukraine

Central and Western Asia
Armenia
Azerbaijan
Cyprus
Georgia

Israel
Kazakhstan
Kyrgyzstan
Tajikistan
Turkey
Turkmenistan
Uzbekistan



Developed economies

Argentina
Australia

Austria

Bahamas
Bahrain
Barbados
Belgium

Brunei Darussalam
Canada

Channel Islands
Chile

Croatia

Cyprus

Czech Republic
Denmark
Equatorial Guinea
Estonia

Finland

France

French Guiana
French Polynesia
Germany

Greece

Guam

Hong Kong, China
Hungary

Iceland

Ireland

Israel

[taly

Japan

Korea, Republic of
Kuwait

Latvia

Lithuania
Luxembourg
Macau, China
Malta

Martinique
Netherlands

New Caledonia
New Zealand
Norway

Oman

Poland

Portugal

Puerto Rico
Qatar

Russian Federation
Réunion

Saudi Arabia
Singapore
Slovakia

Slovenia

Spain

Sweden
Switzerland
Taiwan, China
Trinidad and Tobago
United Arab Emirates
United Kingdom
United States

United States Virgin Islands

Uruguay
Venezuela, Bolivarian
Republic of

Emerging economies

Armenia

Bangladesh

Bhutan

Bolivia, Plurinational State
of

Cameroon

Cape Verde

Congo

Cote d’lvoire

Djibouti

Egypt

El Salvador

Georgia

Ghana

Guatemala

Guyana

Honduras

India

Indonesia

Kenya

Kyrgyzstan

Lao People’s Democratic
Republic

Lesotho

Mauritania

Moldova, Republic of

Morocco

Myanmar

Nicaragua

Nigeria

Pakistan

Papua New Guinea

Philippines

Samoa

Sao Tome and Principe

Senegal

Solomon Islands

Sri Lanka

Sudan

Swaziland

Tajikistan

Timor-Leste

Ukraine

Uzbekistan

Vanuatu

Viet Nam

West Bank and Gaza Strip

Western Sahara

Yemen

Zambia

Albania

Algeria

Angola

Azerbaijan

Belarus

Belize

Bosnia and Herzegovina

Botswana

Brazil

Bulgaria

China

Colombia

Costa Rica

Cuba

Dominican Republic

Ecuador

Fiji

Gabon

Guadeloupe

Iran, Islamic Republic of

Iraq

Jamaica

Jordan

Kazakhstan

Lebanon

Libya

Macedonia, the former
Yugoslav Republic of

Malaysia

Maldives

Mauritius

Mexico

Mongolia

Montenegro

Namibia

Panama

Paraguay

Peru

Romania

Saint Lucia

Saint Vincent and the
Grenadines

Serbia

South Africa

Suriname

Thailand

Tonga

Tunisia

Turkey

Turkmenistan

Developing economies

Afghanistan

Benin

Burkina Faso

Burundi

Cambodia

Central African Republic

Chad

Comoros

Congo, Democratic
Republic of the

Eritrea

Ethiopia

Gambia

Guinea

Guinea-Bissau

Haiti

Korea, Republic of

Liberia

Madagascar

Malawi

Mali

Mozambique

Nepal

Niger

Rwanda

Sierra Leone

Somalia

Tanzania, United
Republic of

Togo

Uganda

Zimbabwe

G20 economies

G20 advanced economies
Australia

Canada

EU-28

France

Germany

Italy

Japan

Korea, Republic of
Russian Federation
Saudi Arabia
United Kingdom
United States

G20 emerging economies
Argentina

Brazil

China

India

Indonesia

Mexico

South Africa

Turkey
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Appendix B. Labour market estimates and projections

The source of all global and regional labour market estimates in this World Employment and Social
Outlook report is ILO, Trends Econometric Models (TEM), November 2015. The ILO Research
Department has designed and actively maintains econometric models which are used to produce
estimates of labour market indicators in the countries and years for which country-reported data are
unavailable. These allow the ILO to produce and analyse global and regional estimates of key labour
market indicators and related trends.

The Global Employment Trends (GET) Model is used to produce estimates and projections — disag-
gregated by age and sex as appropriate — of unemployment, employment and status in employment.
The output of the model is a complete matrix of data for 178 countries. The country-level data can
then be aggregated to produce regional and global estimates of labour market indicators, such as the
unemployment rate, the employment-to-population ratio, status in employment shares and vulnerable
employment rate.

Prior to running the GET Model, labour market information specialists in the Research Department, in
cooperation with ILOSTAT and specialists in ILO field offices, evaluate existing country-reported data
and select only those observations deemed sufficiently comparable across countries using criteria
including: (1) type of data source; (2) geographic coverage; and (3) age group coverage.

e With regard to the first criterion, in order for data to be included in the model, they must be derived
from either a labour force survey or a population census. National labour force surveys are generally
similar across countries, and the data derived from these surveys are more readily comparable than
data obtained from other sources. A strict preference is therefore given to labour force survey-based
data in the selection process. However, many developing countries which lack the resources to
carry out a labour force survey do report labour market information based on population censuses.
Consequently, due to the need to balance the competing goals of data comparability and data cov-
erage, some population census-based data are included in the model.

e The second criterion is that only nationally representative (i.e. not prohibitively geographically limited)
labour market indicators are included. Observations corresponding to only urban or only rural areas
are not included, as large differences typically exist between rural and urban labour markets, and
using only rural or urban data would not be consistent with benchmark data such as GDP.

e The third criterion is that the age groups covered by the observed data must be sufficiently compa-
rable across countries. Countries report labour market information for a variety of age groups and the
age group selected can have an influence on the observed value of a given labour market indicator.

Apart from country-reported labour market information, the GET Model uses the following benchmark files:
e United Nations World Population Prospects, 2015 revision for population estimates and projections;

¢ |LO Economically Active Population, Estimates and Projections (EAPEP) for labour force estimates
and projections;

e |IMF/World Bank data on GDP (PPP, per capita GDP and GDP growth rates) from the World
Development Indicators and the World Economic Outlook October 2014 database;

e World Bank poverty estimates from the PovcalNet database.

Estimates of labour market indicators

The GET Model produces estimates of unemployment rates to fill in missing values in the countries and
years for which country-reported data are unavailable. Multivariate regressions are run separately for
different regions in the world in which unemployment rates, broken down by age and sex (youth male,
youth female, adult male, adult female), are regressed on GDP growth rates. Weights are used in the re-
gressions to correct for biases that may result from the fact that countries which report unemployment
rates tend to differ (in statistically important respects) from countries that do not report unemployment
rates.! For 2015, a preliminary estimate is produced, using quarterly and monthly information available
up to the time of production of this World Employment and Social Outlook report (November 2015).

The model also estimates employment by status using similar techniques to impute missing values at
the country level. In addition to GDP growth rate, the variables used as explanatory variables are the
value added shares of the three broad sectors in GDP, per capita GDP and the share of people living
in urban areas. Additional econometric models are used to produce global and regional estimates of
working poverty and employment by economic class (Kapsos and Bourmpoula, 2013).
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Projections of lahour market indicators

Unemployment rate projections are obtained using the historical relationship between unemployment
rates and GDP growth during the worst crisis/downturn period for each country between 1991 and
2005, and during the corresponding recovery period.” This was done through the inclusion of inter-
action terms of crisis and recovery dummy variables with GDP growth in fixed effects panel regres-
sions.? Specifically, the logistically transformed unemployment rate was regressed on a set of covariates,
including the lagged unemployment rate, the GDP growth rate, the lagged GDP growth rate and a set
of covariates consisting of the interaction of the crisis dummy and the interaction of the recovery-year
dummy with each of the other variables.

Separate panel regressions were run across three different groupings of countries, based on:
(1) geographic proximity and economic/institutional similarities;

(2) income levels;*

(3) level of export dependence (measured as exports as a percentage of GDP).”

The rationale behind these groupings is as follows. Countries within the same geographic area or with
similar economic/institutional characteristics are likely to be similarly affected by the crisis and have
similar mechanisms to attenuate the impact of the crisis on their labour markets. Furthermore, because
countries within given geographic areas often have strong World Trade Organization (WTO) and finan-
cial linkages, the crisis is likely to spill over from one economy to its neighbour (e.g. Canada’s economy
and labour market developments are intricately linked to developments in the United States). Countries
with similar income levels are also likely to have similar labour market institutions (e.g. social protection
measures) and similar capacities to implement fiscal stimulus and other policies to counter the crisis
impact. Finally, as the decline in exports was the primary crisis transmission channel from developed to
developing economies, countries were grouped according to their level of exposure to this channel, as
measured by their exports as a percentage of GDP. The impact of the crisis on labour markets through
the export channel also depends on the type of exports (the affected sectors of the economy) involved,
the share of domestic value added in exports and the relative importance of domestic consumption (for
instance, countries such as India and Indonesia, with a large domestic market, were less vulnerable
than countries such as Singapore and Thailand). These characteristics are controlled for by using fixed
effects in the regressions.

In addition to the panel regressions, country-level regressions were run for countries with sufficient
data. The ordinary least squares country-level regressions included the same variables as the panel
regressions.

To take into account the uncertainty surrounding GDP prospects, as well as the complexity of cap-
turing the relationship between GDP and unemployment rate for all the countries, a variety of ten
(similar) multilevel mixed-effects linear regressions (varying-intercept and varying-coefficient models)
are utilized. The main component that changes across these ten versions is the lag structure of the
independent variables. The potential superiority of these models lies in the fact that, not only is the
panel structure fully exploited (e.g. increased degrees of freedom), but also it is possible to estimate
the coefficients specifically for each unit (country), taking into account unobserved heterogeneity at
the cluster-level and correcting for the random effects approach caveat that the independent variables
are not correlated with the random effects term.

Overall, the final projection was generated as a simple average of the estimates obtained from the three
group panel regressions and also, for countries with sufficient data, the country-level regressions.
For a selection of countries (44 out of 178), an average of another set of forecast combinations was
made according to judgemental examination in order to represent more realistically the recent trends
observed in each country’s economic forecast.
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Short-term projection model

For G7 countries, the preliminary unemployment estimate for 2014 and the projection for 2015 are
based on results from a country-specific short-term projection model. The ILO maintains a database
on monthly and quarterly unemployment flows that contains information on inflow and outflow rates
into and out of unemployment, estimated on the basis of unemployment by duration, following the
methodologies proposed by Shimer (2012) and Elsby et al. (2013). Seven different models are specified
that either project the unemployment rate directly or determine both inflow and outflow rates, using
ARIMA, VAR, VARX and combined forecast techniques. The short-term projection model relies on sev-
eral explanatory variables, including hiring uncertainty (Ernst and Viegelahn, 2014), policy uncertainty
(Baker et al., 2013) and GDP growth. For the final forecast, projections of one of the seven models are
chosen for each country, based on results from a pseudo-out-of-sample analysis.

Social unrest indicator

The social unrest index is an indicator that provides a reflection of social health at the national level.
The index uses data from the GDELT project on events around the world classified as “protests” (code
14 in the database). Many different types of protest behaviours are recorded, such as street protest,
riots, rallies, boycotts, road blockages and hunger strikes.

The index ranges from O to 100 and is normalized for each country, so that the value in each year
represents its value relative to its historic maximum (100) and minimum (0). For instance, while in 1996
Egypt had a value of O for this indicator, the country reached its maximum of 100 in 2011 during the
Arab Spring. The index is computed from a log-transformation of the share of protest events in the total
number of events in a year and country, as reported by the GDELT project.

Social unrest is a relative concept across countries. An equal value of the underlying absolute metric
in two countries does not imply identical conditions of social unrest in these countries due to inherent
differences in countries’ culture, history and reporting. The social unrest index allows a cross-country
comparison in terms of identifying which countries or regions are currently experiencing periods of
heightened unrest. However, it is neither conceptually nor mathematically possible to state that one
country experiences, say, 10 per cent more unrest than another.

Changes to the estimates and projections:
Trends Econometric Models 2015 vs. 2014

As for previous editions of TEM, global and regional unemployment levels and rates have been revised
to take into account new information on unemployment rates as well as revisions to labour force and
economic growth historical data and projections. Sources of discrepancy between the TEM November
2015 and the TEM November 2014 unemployment figures may be summarised as follows:

New unemployment rate data entries reported in national labour force surveys: Overall, the TEM
November 2015 shows 115 new reported observations as compared with the TEM November 2014. Of
these new data points, 91 were projected unemployment rates in the TEM November 2014, whereas
24 concern nine small economies that were not included in the previous edition because of the lack
of official unemployment estimates (e.g. French Guiana, Guam and Saint Lucia). Some 40 per cent
of these new data refer to 2014, while another 38 per cent concern the period 2011-13. Among the
most influential new data entries for global unemployment figures are: Nigeria (2012-14), Mongolia
(2011-12), Iran (2011-14) and Pakistan (2009-14).

Backward revisions to historical unemployment rates: Some 52.7 per cent (705 observations) of the
unemployment rates observed in the TEM November 2015 between 2008 and 2014 have been sub-
ject to backward revisions. Yet, the magnitude of these changes is negligible in the large majority of
cases. In only 3.2 per cent of cases (44 observations in total) were revisions larger than 0.1 percentage
points, and in only six cases were they larger than 1 percentage point. Notably, these include: Tunisia
in 2012 (+3.6 ppt) and 2013 (+2.6 ppt); Ghana in 2013 (+3.4 ppt); and Namibia in 2012 (+10.7 ppt)
and 2013 (+10.7 ppt).
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Revisions to past and projected labour force data: The TEM November 2015 uses a new labour force
series which takes into account the 2015 Revision of World Population Prospects by the United Nations,
Department of Economic and Social Affairs, Population Division. The world population revision has in turn
affected the /LO Estimates and Projections of the Economically Active Population for the whole estimation
period 1991-2017. Differences in the labour force data between the TEM November 2015 and the TEM
November 2014 are, however, more marked over the forecast horizon. In particular, the total labour
force has been revised downward by over 20.7 million in 2015 and by over 22 million in 2016 and 2017.

Revisions to past and projected GDP growth rates: Between the IMF World Economic Outlook (WEO)
October 2014 and the WEO October 2015 updates, the forecast for global real GDP growth rate in
2015 was revised downwards by 0.7 percentage points, while it was revised downwards by 0.4 and
0.3 percentage points for 2016 and 2017 respectively. Regarding the historical series, real GDP growth
was revised upward by 0.1 percentage points for 2014. These changes to GDP growth past data and
projections have led to small revisions in the estimated relationship between unemployment rate and
GDP growth rate.

As a result of the changes described above, the baseline projection for the global unemployment rate
was revised downwards by 0.1 percentage points for the years 2015 and 2016 and by 0.2 percentage
points for 2017 (see table Al).

Global unemployment projections: Differences between TEM 2015 and TEM 2014

Unemployed (millions)

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Nov-14 178.6 199.0 196.6 195.4 197.4 200.1 201.3 204.4 206.7 208.8

Nov-15 177.0 197.7 195.1 193.8 196.2 198.6 196.4 197.1 199.4 200.5
Nov-14 5.7 6.3 6.1 6.0 6.0 6.0 59 59 59 59
Nov-15 5.6 6.2 6.1 6.0 6.0 6.0 5.8 5.8 5.8 5.7

Source: ILO calculations based on Research Department’s Trends Econometric Models, November 2015 and November 2014.

Table A1

Endnotes

For instance, if simple averages of unemployment rates
in reporting countries in a given region were used to
estimate the unemployment rate in that region, and
the countries that do not report unemployment rates
should happen to differ from reporting countries with
respect to unemployment rates, without such a correc-
tion mechanism the resulting estimated regional un-
employment rate would be biased. The “weighted least
squares” approach adopted in the GET Model corrects
for this potential problem.

The crisis period comprises the span between the
year in which a country experienced the largest drop
in GDP growth, and the “turning point year” when
growth reached its lowest level following the crisis,
before starting to climb back to its pre-crisis level.
The recovery period comprises the years between the
“turning point year” and the year when growth has re-
turned to its pre-crisis level.

In order to project unemployment during the current
recovery period, the crisis-year and recovery-year

dummies were adjusted based on the following defin-
ition: a country was considered to be “currently in
crisis” if the drop in GDP growth after 2007 was larger
than 75 per cent of the absolute value of the standard
deviation of GDP growth over the 1991-2008 period
and/or larger than 3 percentage points.

The income groups correspond to the World Bank
income group classification of four income categories,
based on countries’ 2008 gross national income
(GNI) per capita (calculated using the Atlas method):
low-income countries, US$975 or less; lower mid-
dle-income countries, US$976-US$3,855; upper
middle-income countries, US$3,856-US$11,905;
and high-income countries, US$11,906 or more.

The export dependence-based groups are: highest
exports (exports =70 per cent of GDP); high exports
(exports <70 per cent but =50 per cent of GDP);
medium exports (exports <50 per cent but =20 per
cent of GDP); and low exports (exports <20 per cent
of GDP).
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Appendix C. Sustainable Development Goals (SDGs)

Table A2 SDG targets and suggested indictors for Goal 8

Target Suggested indicator
Target 8.1 Sustain per capita economic growth e GDP per capita, PPP
Target 8.2 Achieve higher levels of economic productivity through e Growth rate of GDP per employed person

diversification, technological upgrading and innovation

Target 8.3 Support productive activities, decent job creation, e Share of informal employment in non-
entrepreneurship, creativity and innovation, and encourage the formalization agricultural employment by sex
and growth of micro-, small- and medium-sized enterprises (MSMESs)

Target 8.4 Improve progressively, through to 2030, global resource
efficiency in consumption and production and endeavour to decouple
economic growth from environmental degradation

Resource productivity

Target 8.5 By 2030, achieve full and productive employment and decent * Average hourly earnings of female and

work for all women and men, including for young people and persons with male employees by occupation (wages/
disabilities, and equal pay for work of equal value gender wage gap)
* Unemployment rate by sex, age group
and disability
Target 8.6 By 2020, substantially reduce the proportion of youth not in ¢ Percentage of youth (aged 15-24) not in
employment, education or training education, employment or training (NEET)
Target 8.7 Take immediate and effective measures to eradicate forced e Percentage and number of children aged
labour, end modern slavery and human trafficking and eliminate child labour 5-17 years engaged in child labour
Target 8.8 Protect labour rights and promote safe and secure working * Frequency rates of fatal and non-fatal
environments for all workers, including migrant workers occupational injuries and time lost due
to injuries

Number of ILO Conventions ratified
by type of Convention

Target 8.9 By 2030, devise and implement policies to promote sustainable e Tourism direct GDP
tourism that creates jobs and promotes local culture and products

Number of jobs in tourism industries

Number of commercial bank branches
and ATMs

Percentage of adults with a formal
account

Target 8.10 Promote and strengthen access finance

Target 8.a Increase Aid for Trade support for developing countries, in Aid for Trade commitments and
particular least developed countries (LDCs) disbursements

Target 8.b By 2020, develop and operationalize a global strategy for youth e Total government spending in social
employment and implement the Global Jobs Pact protection, employment programmes and
collective bargaining rates

Note: The suggested indicators are preliminary proposals and are pending ongoing discussions.

Source: UN Statistics.
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Appendix D. Methodological approach to spending cut scenario

This appendix describes the methodology used to estimate the expected spending cuts by commodity
exporters as well as the resulting job losses. Table A3 presents government spending cuts for countries
that are under severe fiscal strain due to low commodity prices. Commodity exporters were identified
using data from Economist (2015). Among these, countries under fiscal strain were identified by com-
paring the projected budget deficit for 2015 in the IMF World Economic Outlook (WEQ) October 2014
database, which was based on high commodity prices, with the projected budget deficit for 2015 in
the IMF WEO October 2015 database, which was based on low commodity prices. Additionally, the
commodity exporter needed to have an estimated government budget deficit of more than 2 per cent
in 2015.

The deficit deterioration in the IMF projections for 2015 represents the fiscal impact of lower com-
modity prices. The scenario assumes spending cuts to be half the size of the deterioration between
the 2014 and 2015 estimates for 2015, as measured by GDP percentage points. These cuts would
probably be implemented over the course of two years to avoid disrupting the domestic economy.

Some of these countries have enough financial resources to avoid applying these cuts in the medium
term or can resort to international financial markets to compensate for the shortfall in commodity
income. In contrast, other countries might face difficulties in accessing foreign financing. The course
of action for commodity exporters will ultimately depend on the duration of this market slump.
Consequently, the proposed scenario is fairly realistic on aggregate.

Estimated government spending cuts

Country Main Size of spending Country Main Size of spending

Export cuts due to Export cuts due to
commodity prices commodity prices
Algeria Qil -3.88 Niger Metals -0.60
Armenia Metals -0.88 Nigeria Qil -0.61
Belize Foods -1.02 Norway QOil -1.45
Benin Metals -1.26 Oman Oil -9.09
Bolivia Metals -2.59 Panama Foods -1.07
Botswana Metals -0.74 Paraguay Foods -0.64
Brazil Foods -2.09 Peru Metals -0.84
Chad Oil -0.61 Qatar Oil -4.08
Chile Metals -0.69 Russia QOil -1.63
Colombia Oil -1.02 Rwanda Metals -0.83
Congo Br. Qil -4.62 Saudi Qil -9.84
Eqg. Guinea Qil -0.95 Sierra Leone Metals -0.82
Iran Oil -7.62 Suriname Metals -1.05
Kazakhstan Qil -2.14 Togo Metals -1.28
Kenya Foods -1.01 Turkmenistan il -0.80
Kuwait Oil -12.02 Uganda Oil -0.78
Lao P.D.R. Metals -0.81 Ukraine Foods -0.51
Liberia Metals -3.45 UAE Oil -6.90
Lybia Foods -24.06 Venezuela Qil -4.94
Malawi Foods -1.10 Vietnam Foods -3.33
Mauritania Metals -2.69 Yemen Oil -2.22
Mongolia Metals -0.74 Zambia Metals -1.47
Montenegro Metals -1.86 Zimbabwe Metals -0.79
Namibia Metals -1.57

Notes: The table compiles the projected spending cuts to be implemented by commodity exporters.
Source: ILO calculations based on the IMF’s World Economic Outlook 2014 and 2015 estimates.
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Table A4

Impact of spending cuts

The implementation of spending cuts around the world due to low commodity prices is set to have
an effect not only on commodity exporters, but also on the world economy as a whole. The scenario
has been simulated in the World Economic Forecasting Model by UN DESA, a global model that takes
international demand spillovers into account. Table A4 presents the effect of this shock in spending on
the GDP growth rate for key regions around the world.

The results show that the impact of this shock on the world’s economy is somewhat mild. However, the
effect is very strong in the Arab States region, which is heavily dependent on oil exports. Conversely,
regions such as Eastern Asia and Northern America (net commodity importers) are also negatively
affected by these spending cuts, but the size of the effect is negligible.

Impact of spending cuts on economic growth

Impact of shock on the growth rate of GDP
(percentage points)

2016 2017
World -0.32 -0.34
Arab States -2.28 -2.27
Eastern Asia -0.09 -0.13
Eastern Europe -0.66 -0.59
Central and Western Asia -0.20 -0.26
Latin America and the Caribbean -0.50 -0.56
Northern Africa -0.63 -0.65
Northern America -0.04 -0.07
Northern, Southern and Western Europe -0.09 -0.14
South-Eastern Asia and the Pacific -0.17 -0.17
Southern Asia -0.73 -0.73
Sub-Saharan Africa -0.39 -0.40

Note: The table shows the effect of spending cuts implemented by commodity exporters
on economic growth around the world.

Source: World Economic Forecasting Model, UN DESA.

The “missing” unemployment effect

A large reduction in employment in the Arab States region should be expected given the relatively large
negative effect of spending cuts on GDP growth for this region. However, according to ILO estimates,
the unemployment rate will remain essentially unchanged for 2016 and 2017.

Migrant workers from Southern Asia represent a sizeable share of the population and working force in
many Arab States countries. For example, the Gulf Labour Markets and Migration programme estimates
that foreign workers made up 32 per cent of Saudi Arabia’s population and about 56.5 per cent of the
employed population, as of mid-2013. Therefore, any mass layoffs can be expected mostly to affect
these foreign workers, who are often forced to return to their country of origin when they lose their job.
In other words, the unemployment rate might not change much in the countries in question, but the
number of unemployed people in the region would certainly increase.
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Appendix E.

Labour market and social statistics by ILO Region
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Northern Africa
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Sub-Saharan Africa
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Latin America and the Caribbean
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Northern America
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Arab States
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Eastern Asia
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South-Eastern Asia and the Pacific
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Southern Asia
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Northern, Southern and Western Europe

Total unemployment (millions)
30

20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17

W Vulnerable employment (millions) == Share in vulnerable employment (%)

25 12.0
118

20
116
15 114
W 11.2
110

5
10.8
e LB B i 4 i B i 4 i 8 5 B B B 0 & 5 By

20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19

Total employment (millions)
200

190

180

170
20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17

Appendix E

Total unemployment rate (%)

11.5
11.0 AN

10.5 / \
o /—

00 ,/

N \_/

7.0

20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17

Labour force participation rate (%)
58.5

. N —
™~

56.5 —N\

-

55.5

20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

Productivity growth (%)

) \
) \

20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20




Eastern Europe
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Central and Western Asia
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The world economy continues to grow at a disappointing pace, and
over 2016 and 2017 it is projected to continue growing well below the
levels achieved prior to the onset of the crisis. As a result, global un-
employment is expected to increase by nearly 2.3 million in 2016, and
by a further 1.1 million in 2017. Like 2015, most of this increase will
take place in emerging markets.

Job quality is also deteriorating. While there has been a decrease
in vulnerable employment and working poverty rates, vulnerable
employment still accounts for over 46 per cent of total employment
globally, affecting nearly 1.5 billion people.

The World Employment and Social Outlook (WESO) - Trends 2016
provides a global overview of these worrying trends, and presents un-
employment projections until 2017 by income and regional groups, as
well as projections on several dimensions of job quality until 2020. It
also examines the major challenges these trends pose in achieving the
newly adopted Sustainable Development Agenda.
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