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FOREWORD

The ILO is committed to ensuring that constituents are provided with evi-
dence-based advice on policies that are effective in improving employment
and social outcomes. This was stated in the agenda for research agreed by
the Governing Body in November 2014, where the Research Department
was entrusted with the mission of contributing to positioning the ILO as
a principal source of expertise on key employment and social policyiissues,

including specifically the assessment of “what works”.

This Synthesis Report is the outcome of a comprehensivemulti-year
research project undertaken by the Policy Assessmient Unit 'of the ILO
Research Department, with the aint of pursuing ¢his missiont of providing
constituents with evidence of “whatworks?, In"particular, the report pro-
vides a first systematic analysis.of activéabour market policies (ALMDPs)
in Latin America and thé €aribbean (LAC) andassesses.theit effectiveness

in improving labour matket and-social conditions.

This report comes at a'tirie when governménts in LAC and elsewhere
are grappling with the challenge of creating quality, sustainable jobs. In
this regard, the findings presented here‘demonstrate that ALMPs can be
powerful poliey instrumengs as they~have the capacity to provide new job
opportunities.and ensurethe continuous upgrade of workers’ skills, thereby
improying the labour market.performance of participants in a sustainable
madnner. ALMPs ean therefore enhance the living conditions of workers and

their families;-and have the potential to reduce poverty and improve equity.

In addition to the Synthesis Report, the research project also includes:
(i) a detailed ILO Compendium of labour market policies implemented
in selected countries in the region since the 1990s; (ii) a meta-analysis
conducted to review the main results found in the literature on impact
evaluation of ALMPs, paying particular attention to evidence from LAC;
and (iii) three individual impact evaluations, conducted on selected ALMPs
in Argentina, Colombia and Peru. Each of these elements is available for
consultation at the ILO webpage (www.ilo.org/almp-americas). The pur-
pose of this report is, therefore, to present in a non-technical way the main

findings of all these elements together in a single volume, so that it can
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contribute effectively to enhancing the knowledge about “what works” in

terms of ALMPs in LAC and under what circumstances.

A central objective of the project was to remain true to the ILO’s com-
mitment to provide constituents with evidence-based policy advice that
is relevant and applicable. With this in mind, in coordination with the
ILO Regional Office for Latin America and the Caribbean and the ILO
Country Offices for the Andean Countries and for Argentina, we organized
visits to the three countries where the individual impact evaluations wer€
carried out: Argentina in May 2015 and Colombia and Refuin August
2015. In each of the three countries, meetings were held with the Ministries
of Labour, national institutes of statistics and institutions in~charge of
administering the programmes evaluated, as well‘as with trade union
confederations, employers’” organjzations, UN-agencies, universities and
research centres. These missions were central to ensuring that the research
carried out accurately represented the particular sitirations of the coun-
tries. Perhaps most imporeantly, these consultations enriched the project’s
understanding of thé'views and-prioritiestof stakeholders in terms of the
particular policies assessed, and also of the challenges affecting employment

and social conditions in‘their countfies and how: best to address them.

Finally, particular-efforts were'miade to.ensure that the analysis undertaken
in this projecttwould be'at, the forefront of research in the area of policy
evaluation~To’achieye this, a Council of Experts, composed of renowned
academic and policy expertsiin the field, was established for the project,
with the aim of ensuring research excellence, overseeing technical rigor in
the impacteyaluations and identifying gaps in the research. In addition, a
workshoplon impact evaluation of ALMPs in Latin America was held at the
ILO in*April 2015, to present work in progress from the different impact
evaluations and to receive detailed feedback from both ILO colleagues and

the Council of Experts.

We hope this report, its findings and discussions, and the different products
accompanying it, will provide useful inputs and stimulate the national and
international debate regarding the role of ALMPs in addressing employ-

ment and social issues in the LAC region.
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EXECUTIVE SUMMARY

Since 2000, the Latin America and the Caribbean region has experienced
substantial progress in labour market and social outcomes. ..

Following weak labour market performance in the 1990s, labour mar-
ket and social outcomes have improved considerably since 2000 in most
countries in Latin America and the Caribbean (LAC). In particular, aftet
having increased from 8 per cent in 1991 to nearly 11 per.cent in 2000,
the unemployment rate for the region fell steadily to reach/6.4 pef cent in
2014 (although it rose modestly to 6.5 per cent in 2015). This tepresents
the sharpest reduction registered across-all ILO regions over the past dec-
ade and a half. The fall in the regional-inemployment'rate ‘has occurred
in parallel with an increase inthe employment to population ratio (from
57.3 per cent in 2000 to 61 percent in'2015). Imporeantly, thisimeans that
employment growth has‘exceeded growth of theyworking=age population.
Over the same period;social conditionsgalso improved eonsiderably. The
share of working poorin employment (living below 3.1 USD per day) more
than halved, going from'1%:8 per cenvin 2000.£0.8.2 per cent in 2015. This
was accompanied by'd dramatic fall in inéome inequality in the majority

of the countries inthe region.

... supported by innovative social policies.

THhese)developments have been driven in part by strong economic growth
in the region+(the annual GDP growth rate in LAC averaged over 3 per
cent between 2000 and 2015). However, the active role played by govern-
ments and social partners was also central to tackling social challenges
and promoting job quality. First, a number of countries made considerable
efforts to extend national social security systems, which was facilitated by
gains in formal employment. Second, conditional cash transfers (CCTs)
constituted an important element of policy strategies in the region, the
aim being to improve the living conditions of the population and provide

social protection for those not covered by contributory schemes. In fact,
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as of 2013, the region spent 0.4 per cent of GDP on CCTs, which reached
more than 21 per cent of the population (compared with 0.1 per cent of
GDP and less than 6 per cent of the population, respectively, in 2000).
Finally, active labour market policies (ALMPs) have gained relevance in
a number of countries in the region during the past decade as tools to
address a wide range of labour market and social challenges. Between
2000 and 2010, spending on ALMPs increased in all countries for which

information is available.

Despite the remarkable progress, the shift towards a more knotwledge-dizven

economy, based on higher-quality jobs, remains incomplese™,.

The improvements at the aggregate level mask, to ‘some extent, the fact
that the pace and quality of changes with respeet to thestructural com-
position of the labour market ltas been less(than stellar. In particular, the
shift towards quality produétive'employment in the.past decade has been
less pronounced in LAC.than in other regions, Overally the size of the
service sector increased-only modestly, from 60.8 to 63.3 per cent of total
employment, whereasithat of the agricultural sector increased slightly (by
2.5 percentage points) .and’employment in industry remained stable (the
opposite took place id other regions where'strong gains in service sector
employment occutted alongside declines in agricultural employment).
Additionally, the skills.composition‘ef'the workforce and its occupational
distribution have only mdrginally improved. In fact, employment in high-
skilled-eccupations ‘increased only slightly, from 17.6 to 19.9 per cent,
while the sharé of employment in occupations requiring low and medium
skills decreased by 0.6 and 1.5 percentage points, respectively, during the
15 years.to 2015. This suggests that the employment shift to the service
sector has not translated into higher-skilled jobs.

And despite recent improvements, high levels of informal employment
persist. This is one of the main concerns in the region. In 2013, informal
employment represented almost half of total non-agricultural employment
(46.8 per cent). Although historical data are limited, the evidence shows
that the share of informal employment increased in the first half of the

|
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2000s, reaching 52 per cent of total non-agricultural employment in 2005,
before gradually declining to its current level. As a result, most countries
in LAC still have a higher share of informal employment than countries
with similar income levels in other geographical regions. For example,
the share of informal employment (in total non-agricultural employment)
is still above 70 per cent in Bolivia, Honduras and Nicaragua and above
50 per cent in Colombia, Mexico and Peru; while in countries in Africa
and Central Asia with similar income levels, the share of informal employ-

ment is generally below 50 per cent.

The slow pace of labour market transformation in LAC(inypart ¢xplains
the limited improvement in labour productivity (i.e. from a yearly average
of 0.5 per cent in the 1990s to 0.7 per, cent since the beginning of the
2000s). In fact, while some countties-achieved. serong gains, on average,
productivity growth rates in LAC sirice 2000 have been among the lowest
registered in any region. Forlexample,"between 2000 dnd 2015, the second
lowest recorded productivity growth'rate, after BAC’s, was 2.8 per cent in
Central and Western Asia:

. which has been braught to thefore in the context of the current economic

slowdown.and its suplicatious for employment and social outcomes.

Since 2012, GDP"growth\has trended downwards, even contracting in
2015, and theregion’s economy, is expected to grow significantly below the
world average in the comingyears. The decline in external demand (most
notably from China) and the fall in commodity prices are the most prom-
inent factors ‘behind this downturn. This has unveiled some structural
weakfiésses that accumulated in the regional economy (e.g. low produc-
tivity), as well as the excessive reliance on commodity exporting during

the boom years.

The recession and protracted slowdown have already started to weigh
heavily on employment and social conditions. In particular, the regional
unemployment rate in LAC registered the second consecutive annual

increase in 2015 — reaching 6.5 per cent of the labour force. Similarly,
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employment growth is expected to reach only 1.2 per cent in 2016 — com-
pared with an average growth of 2.7 per cent between 2008 and 2013. As
a result, achievements obtained since the 2000s in terms of job quality
and social inclusiveness have recently stalled and, in some instances, have
already started to reverse. For instance, the Gini index of income inequal-
ity increased between 2012 and 2013 in eight out of 13 countries with

available information.

Moving forward, a new policy strategy is needed to address existipg vulnerabilities
and help countries transition to a new growth model. ..

A reorientation of policy strategies is needed to prevent the current
slowdown from translating into structural stagnation;-to boost futther eco-
nomic and social progress and to avoid-ateversal of past labour market and
social achievements. The potential'eConomic'gains fronrincreased labour
market participation are likélyto have réached a platcau, while traditional
sources of growth for thesegion have proven togenerate high macroeco-
nomic volatility with Tiegative spillover effects'on individual well-being. As
such, future labourimarketand social improvements'will critically rely on
shifting the economy towards morecompetitive:specializations and higher
productivity growth"< and on the presence,of public policies to encour-
age this change. With this in,mind,\a new policy approach is required
that complements‘the-innovatiye income generation polices of the past
decades (such-as conditional and ‘unconditional cash transfers, typically
implemented during)previous crises) with policies aimed at increasing
and improving the quantity and quality of the demand and the supply of
labour either directly (e.g. employment creation) or indirectly (e.g. train-

ing),suchias ALMPs.

... and the evidence to date demonstrates that ALMPs can act as a central pillar
of labour market and social policies in this regard. ..

A functional system of ALMPs in the region, and elsewhere, can ensure the
continuous upgrade of workers’ skills, improve the quality of the match-

ing between workers and employers and directly or indirectly promote

‘ Executive summary



productive employment creation. More generally, a comprehensive set of
ALMPs can substantially support and facilitate the shift of the labour
market in LAC towards high-value-added economic specializations and
enhance productivity growth in the region. Importantly, these policies
are capable of improving not only the labour market performance of par-
ticipants in a sustainable manner, but also their living conditions and
those of their families. This is particularly the case in developing and
emerging economies, where ALMPs aim to address multiple objectives,
beyond enhancing the employability of participants, which oftefirincludé
tackling some longer-term challenges, such as poverty reduction and com-
munity-level development. This multi-objective approach makes ALMPs a
mainstay of national social protection floors in the region. Assuch, at the
country level, a comprehensive set of AELMDPs can ¢ontribute to,improving
equity in a sustainable manner, hile’enhancing employment mobil-
ity and job quality, thereby rdising individual and economic potential

more generally.

This report presentsia-thorough, literatute teview and a meta-analysis
of the impact evaldations«of ALMPs carried out if LAC over the past
two decades. The results highlight that thes¢ types of interventions can
have an important impact on sustaining/productive employment in the
region (although furcher research is needed to unveil results on more spe-
cific aspects)."dn particular, the evidence to date suggests that training
programmes;employment subsidies and self-employment and micro-enter-
prise creation programmes have been generally effective in LAC; although
only limited kiiowledge exists concerning the two latter types of interven-
tions. At the same time, public works schemes have proved to be successful
in raising living standards of beneficiaries during participation, although
their effects in terms of enhanced employability remain unclear. Similarly,
very little is known with respect to the effectiveness of public employment
services in the region. For all types of active interventions, the meta-anal-
ysis shows that the design, targeting and implementation of a policy are

essential in ensuring its effectiveness.
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... but for the moment ALMPs represent an untapped
potential in the region.

Despite the increased prevalence of ALMPs in the region, there continue
to be gaps in both the coverage of ALMPs and the quality of the services
provided, constraining the potential role of ALMPs as a policy tool to
promote sustainable employment. In particular, while public spending
on ALMPs has generally increased in the region, only in a few countries
(i.e. Argentina, Brazil and Chile) is the level of expenditure on ALMPs
as a share of GDP comparable with the levels registered in highet<incomé
countries. In other LAC countries, no such policies exist ot spending lev-
els remain inconsequential, as is the case in Ecuador, Mexico agd Reru,
where spending is below 0.1 per cent of GDP (a mere fraction/of expendi-
tures dedicated to CCTs).

In addition, this report finds”that"whilel ALMPs in"LAC often have
multiple objectives, they are frequently‘marrowly Toctised onone type of
intervention, rather than/providing.a/more ‘comprehensive set of meas-
ures. For example, asishown by/the ILO"€ompendium of labour market
policies developed as part of this research project, training initiatives have
been the most popular*forin of ALMP in LAAC, both in terms of their
incidence and the shafeof spending: 44 percent of ALMPs implemented
in the countries analysed haveeither been exclusively focused on training
or have had attraining component:.Policies aimed at self-employment
and micro-enterprise creationhave also been popular, but only account
for around one-quarter of all ALMPs. As such, the evidence presented
in‘thejreport points to the need to leverage additional, and a more com-
prehensive serof ALMPs, as well as to exploit the complementarities and
synergies with policies that are already in place. For instance, the report
finds that non-contributory programmes, particularly CCT programmes,
provide an outstanding channel for leveraging further ALMPs to promote

quality and sustainable employment.
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The shift in policy strategy that leverages past innovations will require, first,
improving the design of ALMP:. ..

To complement the review of the literature and meta-analysis, a series of
impact evaluations (in Argentina, Colombia and Peru) was undertaken in
an effort to address existing knowledge gaps and to enhance the overall
understanding of the effects of ALMPs, especially in LAC. The results
point to the need to improve the design of ALMPs in the region in order
for countries to leverage fully the beneficial effects of these policies. In
particular, the new evidence presented demonstrates that ALNDPs hayé
the capacity to improve the labour market and social prospects of partie:
ipants, and that they can even be self-financing (e.g. through reductions
in contributory and non-contributory social transfers), but only-when they
are propetly designed and executed.This reportisuggests'the following

design improvements:

* Exploit complementarities and.generatesincentivésto’ increase\the take-up
of ALMPs: Leveraging complementarities among labodrmarket policies
and reinforcing thetincentivessto participate in ALMPs are necessary
steps if countriestare to-inerease the efficiency and reach of the poli-
cies implemented. In'this regard, the expérience of Argentina shows
that supporting individuals to move from traditional CCTs to labour
market-oriented. programmes can ‘improve job quality and contribu-
tory benefits.coverage. This will; however, require that the incentives to
encourage such a transitionjare in place; such as (i) allowing individuals
to keep their benefits for an.adequate period after a successful transition
to employmént-(under certain conditions); (ii) adjusting the criteria such
that it ig'not overly burdensome to participate in an ALMP or related
programme; and (iii) enhancing targeting of participants while broad-
ening the eligible population. Similarly, evidence from the evaluation of
the PES in Colombia (the Agencia Piblica de Empleo) shows that one of
the main obstacles to the increased effectiveness of the Agencia Publica
de Empleo is its limited reach and the disproportionate focus on cer-
tain categories of workers and enterprises (e.g. large companies in some
specific sectors). To improve the coverage and reach of PESs as well as

to enable more effective matching between jobseekers and vacancies, it
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is important to: (i) create incentives for a wide range and scope of both
jobseekers and employers to join the system; and (ii) ensure that the
system benefits (i.e. in terms of coverage) from the connections with
other types of active and passive policies in the country in question, e.g.

training programmes.

Tailor the policy to context-specific needs, in particular to those of the
labour market: Another important conclusion from the report is that
the effectiveness of ALMPs is context specific. The meta-analysisishows
that economic and country contextual factors have a highly significant
impact on the effectiveness of ALMPs in LAC. As stch, the/Turther
development of ALMPs needs to bear in mind that pelicy design must
be based on an assessment of the labour markettand social heeds of the
country, as well as an understanding'of the.complementatities with other
existing policies. For examplé, the’evaludtion of Construyendo Perii — a
public works programme ifPeru — suggests that’the likelihood of find-
ing and keeping a job following suchra programme will\depend (among
other things) on whether theprovisiomof training is tailored to fit the
productive needs‘of'the regional labour,market. Importantly, including
social partners in the.design of(the programme (e.g. in the decision
regarding the typés(of projects'to be funded) is a much needed step in
this direction. Indeed, social partners have particular knowledge of the
region, in tetms of the most pressing needs of workers and employers,
and as such-/their inclusionpwill*help to ensure that the programme is
demand drivensFor instance, the evaluation of the Agencia Piblica de
Empleo in Colombia suggests that increasing the involvement of social
partnerscould contribute to improving the content of the labour market

services)that it provides.

. while conducting a more careful targeting of the interventions. ..

It is also important to ensure that interventions have a clear and well-de-

fined targeting strategy. In this regard, the impact evaluations, both new

and existing, highlight the following lessons:
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Ensure the programme reaches its targeted population, while promoting
equity: Some features of programme design are central to guaranteeing
everyone who should benefit from the programme has the opportunity
to do so. This necessitates appropriate enforcement of targeting rules,
and also ensuring that initiatives are tailored for the individuals in most
need, thereby preventing discrimination in programme participation.
For example, the evaluation of Construyendo Perii suggests that better
enforcement of targeting rules, particularly at the local level, is key to
preventing eligible participants from participating more thanallowed
(e.g. number of times or duration), thereby ensuring that thé programme
reaches all those who deserve to participate. In addition, ‘establishing
the right set of rules from the outset is particularly important because
evidence from the report shows thatALMDPs are more effective among
some specific groups, such as womensyet, the inclusion of these groups
in ALMP initiatives has not“always been taken into proper considera-
tion. For instance, the evaluation of the’Argentinian programme Seguro
de Capacitacién y Empleo = a multi-approachyactivation programme —
highlights the importance of promoting-the'inclusionof eligible women
in activation initiatives ands in turn, reducing the'gender gap in labour
market opportunities: Moreover, (it is funddmental to extend the provi-
sion of ALMPs to temiote areas of LAC, syhich often are also the poorest
and have the hjghest numberof potential beneficiaries. Of course, this
will also entail ensuring'that labeurmarket institutions in these remote

areas have the capacity’to deliversuch programmes, as discussed below.

Larget the different components of the ALMP to individuals’ needs: The
success ©f any intervention will also depend on whether policies are
tailoreditowards individuals’ needs. For example, training policies need
to be aligned with skill needs, educational deficiencies or work expe-
rience. The analysis of Construyendo Perii suggests that tailoring the
design of training components to fit the needs and characteristics of
individuals would help to improve employment outcomes (e.g. tailor-
ing training components to women’s particular needs, given their high
proportion among programme participants). Likewise, the evaluation

of the Agencia Piblica de Empleo in Colombia shows that the PES is
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more effective when the services are provided face-to-face — rather than
online. However, currently, the majority of its users access its services
online, often because they are located at a considerable distance from a
PES centre. This, as discussed above, suggests that governments should
consider extending the reach of PESs and combine different channels
of provision (involving the use of new technologies) that are adapted to

the needs of individuals.

* Adapt programme characteristics to align with those that habe proven
to be the most efficient: Among the different characteristics)of ALMP
programmes, duration appears to be one of the key drivers of effec-
tiveness. Evidence from the meta-analysis shows that'programmes with
a short duration (four months or less) are significantly, less likely to
have a positive impact on labourmarket outeomes. This)is discussed in
the evaluation of Construyendo Peri, which suggests that the consider-
able variation in content, quality and-durationof activation measures
and capacity-building‘may 'have redirced thelikelihood and quality of
post-programme employment-As suchy it is'recommended that training
components have appropriate duration (and intensity) that takes into
consideration factors.such’as the deeds of thé local labour market as well
as the individuals™needs. Moteover, the evaluation of the Argentinean
Seguro de Capacitacion y Empleo programme suggests that the duration
of the benefit is'a decisive charactetistic for low-income groups when
considering.participation and that adjusting the duration could reinforce

the incentives to.participate in ALMDPs.

... and allocating sufficient attention to the successful
implementation of ALMP.

Appropriate policy design and careful targeting will only improve the
effectiveness of ALMPs if sufficient attention is given to implementation.
This necessitates careful planning of resources and institutional actions
to guarantee the functioning of planned activities throughout — and
beyond — the duration of the programmes and services. This is particu-

larly important in emerging and developing countries where, as discussed
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in the report, the lack of institutional capacity to implement fully-fledged

ALMPs is a common concern. The report points to the need to:

o Strengthen the institutional capacity to support the implementation of
ALMPs: Evidence from the evaluations shows that having insufficient
administrative capacity within regional offices reduces the reach and
effectiveness of any programmes for which they are responsible. For
instance, in Argentina, the Ministry of Labour created a network of
PES offices at the municipal level in order to strengthen the institutional
capacity of the Seguro de Capacitacién y Empleo. However{ this institu-
tional capacity was not deployed to the same extent (both in ferms of
the number of offices and in time) in all areas of the'eoungry.and, as a
result, a large group of potential beneficiaries was not given, the option
to join the programme. Likewise; in-the case.of Constriyendo Perii, the
limited capacity within local/offices tharfallocated patticipants into the
programme may have played-a'role in‘explaining’the multiple participa-

tion among eligible participants.

» Improve monitoring during the implementation” of the programme:
Together with strengthefied instdtutional ¢apacity, ALMPs need con-
tinuous and appropriate monitoring tofensure their implementation is
successful. This-includes regtlar supervision of the different activities
and following up on, the evolution/of well-established targets. It also
requires-proper cooperation and continuous communication between
the different stakeholders (e.g. project implementing agency, local gov-
érnment, programme management, social partners, etc.). This would
reduce inefficiencies during programme implementation, such as inad-
equate use of resources, and would reinforce the objectives of equity and
of ensuring that everyone who should benefit from the programme has

the opportunity to do so.

Remove red tape and avoid administrative inefficiencies: Excessive
administrative requirements can impinge on the functioning of and
participation in ALMPs in the region. For example, some PESs are bur-

dened by duplications of competencies across the different providers of
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labour market services, and by excessive administrative requirements
for both jobseekers and enterprises using the system. In the case of
Colombia, a move towards a more flexible system of PESs could be
envisaged, where synergies between different public and private provid-
ers of labour market services are exploited, and jobseekers and employers
can use the Agencia Piblica de Empleo as a complementary — rather than

a unique — channel for job searching.

Finally, encouraging further rigorous assessments that can transldte into
evidence-based policy-making would be key to ensuring succesfut actions:

Developing an adequate strategy for designing, targetingand imple-
menting an ALMP is an extremely complex task—‘especially,if multiple
objectives are to be achieved withina single policy'intervention. Solutions
that might sound reasonable at)first could prove crroneous or subopti-
mal for a specific country context. This-generateS/inefficiencies that — if
not properly targeted —‘ean) compromise theeffectiveness-of the public
investment. A rigorous-evidence=based approach should be embraced in
order to adequately‘assess what works and under which specific circum-
stances. This requires governments(to; (i) be actively involved in planning
an evaluation phase a§ part of each project/(at least for large scale and/or
innovative projects);.(ii) colleet the necessary data to conduct a rigorous
impact evaluation;and.(iii)\to revise the policy strategy based on the results
of the evaluation. Of cotrse,jlessons drawn from evaluations conducted
in other countriesyate helpful and can be used in the design and imple-
meéntation phases. However, attention should be given to the extent to
which thesame outcomes would be affected by changing objectives, needs
and cireumstances. And, finally, it is important to bear in mind that the
quality’of impact evaluations and policy advice will depend critically on
the extent to which governments, social partners and institutional bodies

collect and disseminate relevant data.
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CHAPTER 1
LABOUR MARKET AND SOCIAL DEVELOPMENTS:
RECENT PROGRESS AND EMERGING CHALLENGES

INTRODUCTION

Driven by strong economic growth coupled with a number of important
policy innovations, most countries in Latin American and¢the Caribbean
(LAC) have achieved significant results over the past decade in ferms of
improved labour market performance and social inclusion. Liabour force
participation has increased, while the regional unemployment rate — despite
having risen in the past two consecttive’years~ is'still sighificantly below
the average levels registered in"the-2000s:{Asa result,"70 million Latin
Americans have been lifted{outof poverty since’2000 and the share of
working poor has mote'than halved.)Goyetnments in"the region have
increased their efforts:to prometelabourmarket.inclusion and enhance
living standards. Public social.spending has increased in almost all coun-

tries and social protection'coverage(has been ¢éxpanded.

However, the economic outlook has.recently deteriorated and this has
drawn attention to a.number of macroeconomic and labour market
challenges-that remain unsolyed. In particular, productivity growth has
stagnated since the 2000s and, as of late, has translated into lower eco-
nomic growth{ Moreover, the share of informal employment remains high
while inequality levels are still elevated and, in some instances, are well
above those registered in many other developing and emerging countries.
In the short term, some large LAC countries, including Argentina and
Brazil, are confronted with weak to negative growth (Brazil had already
entered recession in 2015) with important spillover effects on the region.
Over the medium term, as GDP growth in the region is expected to slow
to a more moderate pace, continued gains in quality employment and social
progress will rely heavily on effective policy interventions. The aims of this
chapter are to: provide an overview of labour market developments in LAC
(Section A); analyse trends in poverty, inequality and employment quality
(Section B); describe the role of public policies in shaping these trends
(Section C); and, finally, introduce the remainder of the report (Section D).
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A

LABOUR MARKET PERFORMANCE

Labour market indicators have improved since the 2000s

Following weak labour market performances in the 1990s, employment
and unemployment have improved considerably since 2000 in most coun-
tries in LAC.! In particular, the unemployment rate for the entire region
increased from 8 per cent in 1991 to 10.7 per cent in 2000, but fell steadily
thereafter to 6.4 per cent in 2014 (rising modestly to 6.5 per centin2015).
This represents the sharpest reduction registered across all regions.over
the past decade and a half.> Moreover, in a number of ¢ountries —*such
as Argentina, Brazil, Colombia and Uruguay — the improvements in the
labour market situation have been particularly marked, withyunemploy-
ment rates cut nearly in half begween2000-and 2015(Figure 1.1 and
Table 1.1 in the appendix to thisichapter). The fall in the regional unem-
ployment rate has occurred i parallel-with an increasé in the employment
to population ratio; in othér words, éemployutient growth-has exceeded
growth of the working=-age population. Indeed, the total employment rate
for the region has goné from57.3 per centin 2000 t0'61 per cent in 2015.
Only in Eastern Asia (663 per cent);;South-Eastern Asia and the Pacific
(66.9 per cent) and Sub-Saharan Aftica (65 pet cent) are employment rates
higher. Despite the aggregate iniprovements, in 11 out of 34 countries in
the region, uhemployment rates increased between 2000 and 2015 — in
some cases-incrementally since the 2000s and in others as a result of the
global financial erisis, Moreover, the labour market outlook has recently
deteriorated and the regional unemployment rate is set to slightly increase

in the coming-years (see below).

! The report will follow the ILO classification of regions. See ILO (2016b) for the full list of countries
by region.

? In making comparisons across regions, it is important to take into consideration the differences in
the roles of informal employment and underemployment. See for instance Sengenberger (2011) for a
detailed discussion.
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Figure 1.1. Unemployment rates in LAC and other regions, 200015 (percentages)
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Between 2000 and 2015 the regional labour force participation increased
from 64.4 to 65.2 per cent — the increase was initially higher, but it was
partially reversed after the onset of the global financial crisis. Gender
gaps in labour force participation persist despite having been substantially
reduced. The improvement stems from a decrease in the adult male labour
force participation — from 81 to 78.4 per cent — and an increase in adult
female participation rate — from 48.1 to 52.6 per cent. Although female
labour force participation is still comparatively low in LAC, the reduction
in the gender gap has been among the most significant across ILO region$
(ILO, 2016a). During the same period, the youth labour force)participas
tion rate decreased — from 54.7 to 49.6 per cent — partially as a fesalt of
an increase in enrolment in tertiary education.” Overall; theincrease in
labour force participation has mostly,come from prime age'(25-64 years)

women entering the labour market and’ the.increasing share of adults in

Figure 1.2. Change in the regi %mr fo@artl%tgrg@\nposed

by age and sex,
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Note: Composition effect refers to the contribution of changes in the age composition of the population to the overall labour
force participation rate. Other categories refer to the contributions of changes in labour force participation rate for a specific
group to the overall change in labour force participation.

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

3 See Bassi et al. (2012) for a description of trends in youth performance in LAC within and outside the
labour market.
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the regional population arising from demographic changes — the so-called

“composition effect” (Figure 1.2).

The structural composition of employment has only marginally changed

Economies and labour markets in LAC have undergone profound changes
in recent decades. While these changes have contributed significantly to
the creation of a sufficient number of jobs to accommodate the grow-
ing labour force (discussed above) and supported improvemengs(itliving
standards (as discussed in Section B), the pace at which these ‘transfor:
mations have shaped the structural composition of the labour matket has
often fallen short of expectations — especially when compared-with other
geographical regions. Now that the pace of economic growth'is decel-
erating, completing the move towards-4 more-highly skilled and formal

economy will prove essential to’sustdining the creation of quality jobs.

In particular, the sectoral.compositionof employment has.changed in the
past decade, partly because of the increasing female [abour participation,
as described above Overall;ithe share of the agrictlture sector in total
employment decreased.from 17.5 pér'eent in 2000 to 15 per cent in 2015.
During the same time,)the share of employment in industry remained
stable — at 21.6 percent in both 2000 and 2015 — while the size of the
service sector‘increased from 60.8 to.63.3 per cent of total employment

(Figure 1.3).

These)broad sectoral shifts are consistent with developments that have
occurred irpother regions during past decades, although the transformation
has génerally been less pronounced in LAC.> Moreover, regional data hide
large differences across countries. For example, the share of employment
in the service sector is higher than the regional average in countries such
as Argentina (73.4 per cent), Chile (67.2 per cent) and Venezuela (73.5 per

cent). Meanwhile, Brazil, Colombia and Mexico have experienced an

# Male employment is distributed 19 per cent in agriculture, 27.2 per cent in industry and 53.8 per cent
in the service sector. Female employment is 8.8 per cent in agriculture, 12.2 per cent in industry and
79 per cent in services.

> For instance, the share of employment in agriculture has declined between 2000 and 2015 from 46 to
26.3 per cent in Eastern Asia, from 48 to 33.9 in South-Eastern Asia and the Pacific and from 17.8 to
11.4 per cent in the Arab States; while it remains relatively higher in Northern Africa (26.7 per cent),
Sub-Saharan Africa (53.8 per cent) and Southern Asia (44.6 per cent). See ILO (2014a) for a discussion.
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increase in line with the regional average during the past decade,
while the share of employment in the service sector still remains
lower in Bolivia (49.4 per cent), Ecuador (55.3 per cent) and Peru
(56 per cent).®

The pace of this transformation has also been relatively slow,
which is reflected in the still relatively high share of informality.
Between 2000 and 2015 the share of wage and salaried workers
in LAC increased from 60 to 64.8 per cent of total employment.
Conversely, the relevance of own-account workers decreased
during the same period, from 27.9 to 26.1 per cent of total
employment, and the share of contributing family workers went
from 7.7 to 5 per cent of total employment. Over thée-same time,
the share of employers in the labout force remained faitly stable

— falling slightly from 4.3 to 4¢2)percent (Figure 1.3).”

Even in this case différences emerge between countties. In
particular, the share‘of.wage and, salaried.employment in total
employment ranges_fromabeve 80 per cent in the Bahamas,
Barbados and Suriname¢ t040 per cent in Bolivia, 42 per cent in
Haiti and 44 per centin)Hondusas (see Table.1.2 in the appendix
to this chapter for-country details). For comparison, the share of
wage and salaried employment is 79.2.per cent in the Arab States,
57 per centinEastern Asia, 43.6 per cent in South-Eastern Asia
and the-Pacific and 28.2 per'cent in Sub-Saharan Africa.

Finally, theskills composition of the workforce has only mar-
ginally‘improved. In particular, the share of employment in
occupations requiring low skills decreased from 19.6 per cent in
2000 to 19 per cent in 2015. During the same time, employment
in occupations requiring medium skills decreased by 1.5 percent-

age points to 61.1 per cent; while employment in high-skilled

¢ ILO Research Department's, Trends Econometrics Model, November 2015 update.

7 Wage and salaried employment makes up 63.6 per cent of male and 66.6 per cent of
fema%e employment; own-account workers account for 27.8 per cent of male and 23.5 per
cent of female employment; contributing family workers for 3.4 per cent of male and 7.2
per cent of female employment; and employers for 5.2 per cent of male and 2.7 per cent of
female employment.
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occupations increased modestly from 17.6 to 19.9 per cent (Figure 1.3).®
Thus, this shift towards high-skilled jobs has been only marginal and
signals the fact that the employment shift to the service sector has not
fully translated into higher-skilled jobs. Evidence shows that the supply of
skills — both in terms of the quality and quantity of the skills acquired — in
the region has generally been inadequate and this has contributed to the
limited role played by improvements in skills and education in shaping the

regional development model over the past decade (OECD, 2014).

\
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Productivity growth has stagnated

The slow pace of labour market transformations in LAC has meant that
improvements in labour productivity have been limited — such that pro-

ductivity has often been regarded as the missing component in LAC

& Overall, women are more represented than men in high-skilled occupations (23.5 per cent of total
employment against 17.5 per cent, respectively).
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Productivity growth rate, 2000-15 (%)

growth performances (IADB, 2014; Lora and Pagés, 2011). In particular,
labour productivity growth’ has increased from a yearly average of 0.5 per
cent in the 1990s to 0.7 per cent since the beginning of the 2000s. Some
countries have achieved more positive performance, such as Cuba, Panama
and Peru, but this has been negatively compensated by stagnant produc-
tivity growth rates in large economies such as Brazil and Mexico — driving
down the regional average. As a result, productivity growth rates in LAC
since 2000 are among the lowest registered in any region. Even in regions
that started with productivity levels similar to those of LAC (esg. Central
and Western Asia, Eastern Europe and Northern(Africa), productivity
growth rates have been substantially higher (Figute 1.4)(

Figure 1.4. Average productivity growth’rates (2000—15) and productivity levels
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% Labour productivity is measured as real output per worker, PPP-adjusted.
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Box 1.1. What is underpinning low productivity growth rates in LAC?

As seen in this section, countries in LAC have underperformed in terms of productiv-
ity growth rates compared with most developed and emerging and developing regions
during recent decades. Relative income per capita in LAC has decreased since the
1960s with respect to the global average — although a modest rebound occurred in the
2000s. Indeed, income per capita in LAC as a share of the world average decreased
from 117 per cent in the 1960 to 88 per cent in 2000 and 98 per cent in 2010 (IADB,
2014; OECD, 2014).

The reasons behind the disappointing productivity performances in LAC in recent
decades are related to the low growth of total factor productivity (TFP). Economic
output depends on both the amounts of inputs that are used — labour and capital —
and the efficiency with which those factors are used — the so-called TFP. Both labout
and capital accumulation have been faster in LAC than in OECD economies, thus
reducing the physical and human capital gap of the region. However; the productivity
of these factors decreased from 78 to 53 per cent with respect to'thiedevels of the United
States between 1960 and 2010. The decline was even more significant with, respect to
fast-growing developing and emerging countries: TFP in‘LAC halved relative to the
average level of Eastern Asia and the Pacific.countries.

Moreover, productivity growth in LACTs dispropertionately‘reliant on faster accumu-
lation of labour — rather than TFR.ot*capital growth. In particular, ofily 58 per cent of
GDP per capita growth betwe¢n 2000 and' 2010 was'detived fromi TFP growth, while
52 per cent was linked tédabour accumulation,-and eapital aceumulation had a nega-
tive contribution to growth' (-10 per cent). This compares with“a contribution of TFP
to growth of 90 per cent in China and 72 perieent in fast-growing Asian economies.
Since there are natural lintitswto-the accumulation ofilabour — labour force participa-
tion has also recently stabilised in LAG, as seen above — the already low productivity
growth rates experienced'in the region seem also to be unsustainable. This suggests
that the recent slowdown in economic growthin the region is not simply a temporary
deviation, bugrather the reflection of lower growth potentials (IADB, 2014).

Low productivity levels in LAC cannot be merely attributed to the sectoral compo-
sition of the ecofiomy. Indeed, low productivity growth also concerns many service
industries — steh as logistics. The only notable exception is agriculture, where pro-
ductivity hasincreased rapidly during the past decade. Among the main causes of low
productiviey are inadequate public services, a generally weak business environment,
the large share of the informal economy and low absorption of new technologies. If
these issues are effectively targeted, the benefits for the region will be enormous: if the
productivity gap with the United States could be halved — back to the 1960 levels — per
capita income in LAC would double."

10 See Powell (2013) for alternative estimates of the benefits of productivity increases on per capita income.
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Among the main reasons for the low and stagnant productivity are the pre-
dominance of micro and small firms (especially in the informal sector), the
insufficient investment in R&D, inadequate skills in the workforce, gaps
in public infrastructure and the inadequate access to credit — see Box 1.1
for a more detailed discussion of the topic (IMF, 2014). Understanding the
causes behind low productivity performance in LAC is of crucial impor-
tance. Recent trends suggest that the reliance on commodities exports
— which have led economic performance in the past decade, especially in
South American economies — will not prove sufficient to sustain-éeonomic
growth and provide sufficient job growth in the coming yeats.)As part.of
the strategy to sustain the achievement of further improvements in living
standards, the region will therefore need to address thesstructural bottle-

necks to productivity growth.

The economic and labour market gutlook has'revently deteriorated

Economic growth rates,inthe counttics in LAC have sighificantly slowed
down in recent years‘and forecasts ‘pointto more modest growth rates (in
line with advanced‘ecénomies).'" Between 2012 and“2015, regional GDP
growth was substantially.below the world average — 1.8 per cent compared
with 3.3 per cent. Thi$ is in contrast to the'performances registered during
the first phase of the.erisis, when GDP growth in LAC was outperforming
the global average(i.e.-3.3.per cent'compared with 3.1 per cent between
2008 and 2011). Moreover, between 2016 and 2020 economic growth is
expected, to'be substantially below the values registered between 2003 and
2008+ 2.2 per ¢ent compared with 4.5 per cent — and below the world
average of3.9/per cent. The causes behind this slowdown are of diverse
nature. Rartially, this is a cyclical trend that can be connected to the recent
fluctuations in commodity prices. The prices of all main export products
of the region have fallen, including food and beverage products (29 per
cent since 2011), metals (=54 per cent) and petroleum (-60 per cent).!?
However, other explanations are of a structural nature and point towards

weak productivity growth — as discussed above (IMF, 2014).

' See for instance ILO (2015a; 2016b) and OECD (2014).
12 Final prices are considered as those of October 2015 (IMF Primary Commodity Prices Database).
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After a period of initial resilience (i.e. until 2013), the main effects of this
slowdown on the labour markets of the region have started to material-
ize — and there is potential for the effects on both employment quantity
and quality to intensify in the coming years (see ILO, 2015¢ and 2016b
for a detailed discussion of the possible implications). In particular, the
regional unemployment rate in LAC registered the second consecutive
annual increase in 2015 — reaching 6.5 per cent of the labour force.
Moreover, unemployment forecasts suggest that this trend will continue
— with the regional unemployment rate likely to approach 6.7 pér'cent by
2017 (ILO, 2016b). Similarly, employment growth (which ayetaged 2.5 per
cent between 2000 and 2007 and 2.7 per cent between 2008 and 2013)
declined to 1.5 per cent in 2015 and is expected to reach-.only 332 per cent
in 2016. Youth have been particularly-affected by this'slowdowi, register-
ing a more marked deterioration ifi’all-main labeur market'indicators in
recent years (ILO, 2015¢). Strong disparities‘persist across countries and

forecasts suggest that these willincrease imthe coming years. In particular,

Figure 1.5. Unemploymentrates in LAC, selected countries and regional average
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unemployment rates have seen a more marked increase in Argentina
(6.7 per cent in 2015), Brazil (7.2 per cent) and Colombia (10 per cent).
At the same time, unemployment rates are expected to continue their
downward trend in Chile (6.4 per cent in 2015), Mexico (4.3 per cent)
and Peru (3.5 per cent) — see Figure 1.5 for forecasts up to 2017 and
Table 1.1 for detailed country information. Finally, recent evidence shows
that the economic slowdown has also started to affect the quality of jobs

(ILO, 2015¢).
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IMPROVEMENTS IN SOCIAL OUTCOMES:
POVERTY, INEQUALITY AND WORK QUALITY

Working poverty has been cut in half

Improvements in labour market performance in the region have led to a
substantial reduction in poverty levels. The share of working poor in the
total employed population — defined as those living on less than 3.1 USD
per day — remained relatively stable in the 1990s; while it has mere than
halved since the beginning of the 2000s — going from 17.8 per(cent in 2000
to 8.2 per cent in 2015." Similarly, the relative importdnee of thesnear
poor — those living on between 3.1 USD and 5 USD per'day~decreased
by only 1.2 percentage points in the 1990s; while'ic went dowh from 16.2
per cent in 2000 to 9.7 per cengin. 2015. Conversely, the' share of the
developing middle class — front™5 USD o 13vUSD per day — in the total
employed population increaseéd-{rom 38 1-per centin2000 to 39.4 per cent
in 2015. More significantwas the risejof the\deyelopedmiddle class and
above (above 13 USD);which has increased from 27.8.te 42.6 per cent of
total employment sificé thesbeginning of che 2000s (Figure 1.6, panel A)."

In comparison, the share of the«developed’middle class and above in total
employment in LACuis higher than but'comparable to the levels registered in
Central and Western Asia (33.5 cent'in’2015) and the Arab States (32.4 per
cent); and-is'considerably higher than in other developing and emerging
regionss-such as Eastern Asia\(15.4 per cent), Southern Asia (2.9 per cent)
and Sub-Sahatan Africa (3.8 per cent). Improvements in the share of
the developed’middle class and above have been particularly significant
in cotintries such as Argentina, Brazil, Chile and Uruguay. Some coun-
tries, including Ecuador, Mexico and Peru, have made notable progress,
but their share of developed middle class and above in total employment
remains below the regional average. Finally, a reduction in the relative size
of the developed middle class and above since 2000 has been registered in
Bahamas, Barbados and Dominican Republic (Figure 1.6, panel B).

'3 Working poor and other economic classes are defined by per capita per day consumption levels in
2005 USD, PPP.

! Improvements in labour income have been found to be the main driver behind poverty reduction in
the region (Azevedo et al., 2013).
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Figure 1.6. Employment composition by economic class
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Substantial reductions in inequality, although the trend decline
has recently stalled

The reductions in poverty levels achieved in the region have been partially
due to improvements in income distribution. In particular, it has been
estimated that the reduction in income inequality in LAC accounted for
around one-third of the reduction in extreme poverty experienced during
the 2000s — the remaining two-thirds was related to economic growth

(Lustig et al., 2013; ILO, 2015b).

The share of income held by the richest 10 per cent of the pdpulation has
fallen since the beginning of the 2000s in almost all countries in LAC.
The decline was particularly substantial in Bolivia (from 49¢te 33.6 per
cent of total income) and Ecuador (from 45.9 to 36.5-per cént), Countries
such as Argentina, Brazil, Colombia, Dominican/Republic and Peru reg-
istered a decrease in the income share held by the top*decile of around
5 percentage points. The ofily.countriés-that experieénced.an\increase in
the share of income held'by)the richest*10 percent have been Costa Rica
(from 35.7 to 37.3 per-cent) and~Honduras (from 4132 to0 41.5 per cent)
(Figure 1.7, panel A)./Thishas translated into a trend decline in the Gini
index, which fell between-2000 and”2013 in(all LAC countries with the
exception of Costa Ri¢ay)Guatemala'and Honduras. The decrease has been
particularly significant in countries that started from very high levels of
inequality, such as'Boliyvia\(from 0:64.to 0.47), Brazil (from 0.64 to 0.55)
and Ecuader.(from 0.56/to 0:47).® However, inequality in LAC remains
high in-comparative terms. In particular, the median Gini coefficient in
LAC is 0.45; ¢ompared with a median of 0.30 for developing countries
and values©f0.42 in Sub-Saharan Africa, 0.37 in Eastern Asia, 0.36 in
Southetn Asia and in the Arab States and Northern Africa and 0.34 in
Eastern Europe and Central and Western Asia (Figure 1.7, panel B).

Despite these improvements, there is evidence that the recent economic
slowdown has already translated into a slowdown (in some cases a reversal)
in the pace of improvements in social indicators. In particular, in nine out
of 14 countries for which information is available, the share of income held

by the richest 10 per cent of the population increased between 2012 and

15 Data refer to the latest available year.
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Figure 1.7. Income inequality

Panel A: Share of income held by the richest decile in the income distribution (percentages)
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2013.' Over the same period, the Gini coefficient increased in eight out of
13 countries with available information — the first widespread increase in
the Gini index since the beginning of the 2000s. These trends are partially
the result of less dynamic growth of wages in the region. Indeed, after a
moderate rebound following the global financial crisis, the growth rate
for real wages slowed considerably — to 0.8 per cent in 2013." This was
well below the global average of 1.8 per cent in 2013 and also the lowest
value among emerging and developing regions.” Only advanced econo-
mies experienced lower wage growth than countries in LAC —d¢0.2 pet
cent in 2013 — partially as a reflection of fiscal consolidation measures\in

the euro area (ILO, 2014c).

Informal employment is still predominantin)the labour marker

Another factor significantly holding-back rhe'achieyement of further eco-
nomic and social improvements is the(relatively/low qualityrof the jobs
available in the labour snarket. In particular, the persistence of informal
employment represents-one of the main concerns in the region."” In 2013
informal employment represented almost half (4678 per cent) of total
non-agricultural employment.”® The’bulk ofinformal employment com-
prises informal empldyment in«the'informal sector — at 30.5 per cent of
total non-agriculrural employment. Informal employment in the formal
sector represents another 11.4 per«ent of total non-agricultural employ-
ment, and-demestic, workers tepresent an additional 4.9 per cent of total

employment (ILO; 2014d).

In terms ofrdevelopments over time, historical data are limited, but the
evidence shows that the share of informal employment increased in the

first half of the 2000s, reaching 52 per cent of total non-agricultural

1® Data for Mexico are not available for 2013.

"7 Preliminary data for 2014 suggest even further wage contraction, with an annual growth rate in
average wages equal to 0.3 per cent (ILO, 2015¢).

'8 Indeed, real wages in 2013 increased by 0.9 per cent in Africa, 3.9 per cent in the Arab States, 5.1 per
cent in Asia and the Pacific and 5.8 per cent in Central and Eastern Europe.

1 According to the 17th International Conference of Labour Statisticians (ILO, 2003), informal
employment includes the “total number of informal jobs, whether carried out in formal sector
enterprises, informal sector enterprises, or houscholds”. This definition includes as workers in informal
employment: (i) workers in the informal sector, and (ii) workers employed in the formal sector that are
not subject to national labour legislation, income taxation, social protection or entitlement to certain
benefits. See ILO (2013a) for further details.

2 Regional trends on informal employment are based on data for 14 countries.
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Share of informal employment
in non-agricultural employment (%)

employment in 2005, before gradually declining to its current levels (ILO,
2013a). As a result and despite recent improvements, most countries in
LAC still have a higher share of informal employment than do coun-
tries with similar income levels in other geographical regions (Figure 1.8).
However, marked differences persist across countries even within LAC.
In particular, the share of informal employment in the non-agricultural
labour force ranges from 80.5 per cent in Nicaragua to 33.6 per cent in

Costa Rica.

Figure 1.8. Informality and GNI per capita, latest available year
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Informal employment disproportionately affects certain categories of work-
ers. In particular, informal employment in LAC is more common among
women than men —49.7 per cent of female employment and 44.5 per cent

of male employment.?' Similarly, youth are more likely to be in informal

21'Tn 2009, the share of female informal employment was 53.8 per cent, while the share of male informal
employment was 47.2 per cent.
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employment than adults — 55.7 per cent of total youth employment and
44.9 per cent of total adult employment, respectively. Moreover, informal
employment is more common among low-educated individuals — 64.4
per cent of workers with primary education or no schooling are in infor-
mal employment — and poor households — 72.5 per cent of workers in
the bottom income quintile have informal jobs. Informal employment is
particularly prevalent in the construction sector (68.6 per cent), in trade,
restaurant and hotels (55.7 per cent) and in the transport, storage and

communication sector (49.7 per cent) (ILO, 2014d).

Partially as a result of the widespread diffusion of informality, vulnerable
employment remains high in LAC.? In particular, the share of vulnerable
employment in total employment stood at 31 pet cent in'2015 — down
from 35.6 per cent in 2000.?* Thiscompares with'valuesof 18 per cent in
the Arab States, 32.6 per centin Central and Western Asia and 11.2 per
cent in Eastern Europe; whileyin'many Asian econoniies the share of vul-
nerable employment is stillJabove 50 _per cent:\Finally/the incidence of
underemployment has-declined-during the past decade; but it remains a
concern in the regién®* In\particular] the share of employees in time-re-
lated underemploymert r€mains high in countries such as Argentina
(15.2 per cent in 2012),'Colombia, (12.4 perycent in 2012) and Nicaragua
(22.2 per cent in-2013). These values, ate relatively high compared with
countries in other regions for which data are available. For instance,
underemployment affects 3.1\ pertcent of the labour force in Mongolia
and 2.9-per cent in,South Africa.” Higher levels of underemployment are
found)in some(Southern Asian countries — in Bangladesh affects 20.3 per

cent of employees (ILO, 2013b).

22 Vulnerable employment is defined as the share of own-account and contributing family workers.

2 There is no significant difference in the share of vulnerable employment between sexes, as this affects
31.2 per cent of men and 30.7 per cent of women.

24 Underemployment refers to a situation in which the number of working hours in the reference

period is insufficient with respect to a more desirable employment situation. Persons in time-related
underemployment need to satisfy the following three criteria: (i) they are willing to work additional
hours; (i) they are available to work additional hours; and (iii) they are working fewer hours than the
nationally defined threshold.

2 JLO KILM database, 8th edition.
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C

There has been progress in social security coverage, although some gaps remain

ROLE OF PUBLIC SPENDING AND POLICY INNOVATIONS

Improvements in labour market performance and poverty rates
have been supported by governments efforts to tackle social chal-
lenges and promote employment quality. One important set of
public interventions in this domain has concerned the extension
of national social security systems — the development of which has
been facilitated by increasing participation in the labour market,
as discussed above. In particular, the share of the working-age
population legally covered by an old-age pension increased from
69.1 per cent in 2000 to 94.7 per centsin 2013. This represents
a rate similar to those found in developed economies and above
those in most emerging and déveloping economies, such as the
Arab States and Northern Africa (40.8 percent) and'Sub-Saharan
Africa (35.1 per cent).?® Motcover, thé.majority 6f\the working-age
population in LAC isilegally covered by contributory ‘compul-
sory schemes (60.9 percentof the working-age population), while
non-contributory and contributory voluntary schemes play a more
limited role — legally*¢overing 19.1 per cenvand 14.8 per cent of
the population, respectively (ILO, 2015D).

However, effective socialSecurity coverage — measured as the pro-
portion-of people-of working.age (for pensions) or in the labour
fofce (for unemployment) who are covered by national social
security legislation — is found to be significantly lower than the
legalcoverage of social protection — and the levels are substan-
tially below those registered in many advanced economies. In
particular, the share of people aged from 15 to 64 years effec-
tively contributing to a pension scheme in LAC increased only
from 24.4 per cent in 1990 to 27.8 per cent in 2013.” Effective

26 The ILO regional classification has slightly changed and the text above refers to the old
regional grouping. Please refer to ILO (2015a) for the full list of old regions and to ILO
(2016b) for the full list of new regions.

? These gaps have been compensated by the extension of non-contributory schemes.

In 2013, 66 per cent of men and 57.1 per cent of women above retirement age receive a
pension — compared to 46 per cent in 2000 (ILO, 2016a; 2015b; 2014b).
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coverage is generally lower than legal coverage due to governance prob-
lems in implementing the legal provisions and/or due to gaps in funding,
individuals’ contributory capacities and lack of awareness of entitlements.
For instance, the rate of legal coverage against workplace injury is 56.5
per cent in Brazil and 32.1 per cent in Paraguay; but the effective cover-
age rates are 42.4 per cent and 21.7 per cent, respectively. With respect to
maternity benefits, countries such as Argentina, Chile and Paraguay have
legal coverage rates of between 30 and 60 per cent of the population, but
effective coverage rates are between 10 and 30 per cent. At the same time;,
countries such as Brazil and Peru, where legal coverage foranaternity care
is above 70 per cent, have effective coverage of between 30 and 60, per
cent (ILO, 2014b).

Moreover, there continue to be gapsin'legal and-effective coyérage of social
security across different occupational statuses ‘and/or societal groups. In
particular, wage and salaried;workers.are) almost twice as.likely to have
legal access to old-age pénsion and/or health coverage than'non-wage and
salaried workers — with-legal coverage at'84.9 per centand 45.7 per cent,
respectively. Amongwage andssalaried workers, public’sector employees are
the most likely to be coyered by social security (96.1 per cent have pension
and/or health coverage)y while in\the private sector, social security cover-
age for employees-increases with firm'size — at 57.4 per cent in firms with
fewer than sixemployees and 88.6:per cent in firms above this threshold.
Among non-wage and salaried\workers, legal health and/or pension cover-
age is relatively high among employers (73.4 per cent), while comparatively
lower levels are registered among domestic workers (43.8 per cent) and
contributing family workers (41.8 per cent) (ILO, 2014¢). Moreover, legal
coverage of unemployment benefits is still very low and mostly limited to
dependent employees — 38.7 per cent of whom are covered, compared with
4.8 per cent of own-account workers (ILO, 2015b). Additionally, in many
countries the share of unemployed who actually receive unemployment
benefits is substantially below what is legally mandated — either due to
strict administrative requirements, conditionality or gaps in public fund-
ing. These gaps in social security coverage have been partially compensated
by the development of non-contributory social assistance schemes aimed
at reaching the most vulnerable groups in the society, such as conditional

and unconditional cash transfers.
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Conditional cash transfers have reached the most vulnerable groups

Conditional cash transfers (CCTs) constitute an important element of the

policy strategy that has been adopted by governments in the region to

improve the living conditions of the population. They have also constituted

important sources of social protection for those not covered by contribu-

tory schemes, as mentioned above. These schemes differ across countries,

but they are all characterized by offering payments to the poorest families

in return for those families meeting specific conditions — such as school

attendance or health controls for children. CCTs account for onlysa lime

ited share of the region’s total government budget — equal ¢o[ 03" per.cent

of GDP in 2000 and 0.4 in 2013 — buct they reach a significant proportion

of the population. Indeed, 21.5 per cent of the population in~the region

received conditional cash transfers in-2013 — up from 5.7 percent of the

population in 2000 (Cecchini andVargas, 2015).-The magnitudes of these

programmes differ greatly across)countries:{In Brazil, Colombia, Ecuador

and Mexico, coverage rates are-all above-25 per céne and notable progress

has been made in the past’decade to.increase the scope©f these schemes.

Conversely, CCT programmes are-littleused in countries such as Costa

Rica, Chile and Peru# where.coverage rates are below 10 per cent — and

are completely absent in' Nicaragua(Figure 1.9):

Figure 1.9. Share of theK@tlonweRd b@atlonal cash transfers (percentages)
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Box 1.2. Conditional cash transfers and workfare programmes?

CCTs are demand-side programmes aimed at breaking the intergenerational transfer
of poverty by providing public transfers to poor households, who, in exchange, are
required to undertake certain actions (e.g. enrolment in education, and medical con-
trols of children) that will enhance their living conditions in the longer term. CCTs
have been one of the most prominent anti-poverty programmes in LAC during the
past two decades — and they have rapidly expanded. Great efforts have been made to
assess their effectiveness in reducing poverty and enhancing living standards, with the
evaluations generally showing positive results.”” One of the first CCTs was Progresa,
implemented in the 1990s in Mexico, which linked money transfers for food with schol-
arships to keep children in school and incentives to seek health care. Partially thanks to
its success, CCTs have spread to most LAC countries. For example, Brazil’s Bolsa Escola
programme, created in April 2001, generalized at the federal level programmes that had
begun in 1995. The programme provided the equivalent of half of the minimum wage
to households with an income per capita below 90 BRL, provided that children attend
school regularly. Although being principally implemented in LAC coutitries, CCTs-have
also been introduced (or are being piloted) in other developing and emerging/écono-
mies, such as Egypt (Minher El-Osra), Bangladesh (Female Secondary School Assistance
Project) and Turkey (Sartls Nakit Transferi).

The concept of workfare programmes was'first introduced at the'end of the 1960s in
the United States and then conceptualized by Lawrence Mead at New York University.
One of the first workfare interventions was alse implemented in thé\United States
through the Personal Responsibility and Work ©pportunity Reconciliation Act of 1996
(PRWORA), which introduced’mandafory work requitements. for obtaining welfare
transfers. When compated'with CCTs, workfare ptogramres are schemes that specifi-
cally provide incentives towork ~generally targeting unemployed or unskilled workers.
These incentives are often a combination ¢fmeasuresthat'are aimed to improve partic-
ipants’ employability, suchras'training;irehabilitation and work experience. In the LAC
region, workfare programumies wereinitially implemented in the 1990s in response to the
economic crisis and the'increasingly.high ufiemployment rates. Workfare programmes in
the region have traditionally,been designed to'alleviate poverty by providing state-subsi-
dized temporary.jobs. Thus the difference between a workfare programme and a typical
public works'programme\(see Chapter'2) is that within a workfare programme income
support is typicallyprovided on a mote permanent basis (i.e. as opposed to a one-off type
programme) or'combined with components that can allow participants to find more
permanent efnployment when the public programme ends (e.g. employability enhancing
components): One example of a workfare programme is the Argentinian Plan Jefes y Jefas
de Hogarprogramme. This programme consisted of a cash payment to individuals in
exchange of 20 hours of community work, training activity or employment in a private
company with a wage subsidy programme (see Chapter 4 for further details). Another
example is the Plan Nacional de Empleo de Emergencia (PLANE), which was imple-
mented in Bolivia between 2002 and 2005. The programme targeted poor people aged
between 25 and 55 and offered employment for seven hours a day for a period of up to
10 weeks. Unskilled workers received around 480 BOB per month (slightly less than the
minimum wage), while skilled workers received 1,600 BOB per month.

28 See OECD (2013).
2 See for instance Neri et al. (2013) for Brazil; Bertranou and Maurizio (2012) for Argentina and
CONEVAL (2009) for Mexico.
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The increasing role of active labour market policies

While social protection systems and CCTs have played a central role in
governments’ strategies to reduce poverty and inequality in LAC, active
labour market policies (ALMPs) have gained relevance in selected coun-
tries in the region during the past decade as a means to address a wide
range of labour market challenges. Importantly, while the main aim of
CCTs is to reduce poverty, ALMPs are, among other things, intended
to improve — either directly or indirectly — job quantity and quality (see
Box 1.2 for a discussion on the differences between CCTs and workfaré
programmes, as specific types of ALMP). Indeed, spending on ALMPs
increased between 2000 and 2010 in all countries for which ‘infofmation
is available. In particular, it increased from 0.16 to 0.57 per centof GDP in
Brazil; from 0.2 to 0.45 per cent in Chile; and from?0.05 t6,0:43 per cent
in Argentina — all of which are countties with-a level ofispending compa-
rable with an average advanced econiomy.” In"these countries, spending
on ALMPs has also increasedras share (of) spending. in all labour market
programmes (i.e. active and passive'interventions). Indéedy spending on
active interventions asia-share of total labour market programmes increased
from 34 to 91 per cent in Argentina and frfom 33 t0*52 per cent in Brazil
and it remained around, 70 per cent,in Chiles, ALMPs also represent a
non-negligible portion of the government budget in Colombia (0.32 per
cent of GDP) and-Honduras (0:2 per'cent); and while the role of ALMPs
has increasedy¢it remains‘more limited in comparative terms in Mexico
(0.07 per cencof GDP), Peru (0.05 per cent) and Ecuador (0.03 per cent)
(Ceruttiset al., 2014) (see Figure 1.10, panel A).

When looking at the share of expenditure by type of active intervention,
it can’be seen that training programmes are among the most widespread
ALMPs in LAC.?' Spending on training constitutes 68 per cent of total
ALMP spending in Chile, 87 per cent in Colombia, 85 per cent in

3 Average spending on ALMPs in the OECD was 0.56 per cent of GDP in 2013, with rates of 0.11 per

cent in the United States, 0.23 per cent in Canada and Australia, 0.41 per cent in Italy and 1.82 per cent in
Denmark. However, data on spending on ALMPs are not strictly comparable between OECD countries and
LAC. In particular, in the former group, the costs of benefit administration (e.g. unemployment benefits)
are in some cases counted as part of ALMPs spending — although they relate to passive interventions.

' Importantly, ALMPs in LAC are rarely defined under a clear-cut category. This means, for instance,
that training schemes could be included in public works programmes. Data on public spending by type
of intervention should therefore not be interpreted as being strictly mutually exclusive. For the purpose
of the present discussion, this chapter uses the classification of ALMPs by type of intervention proposed
in Chapter 2 of this report.
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Ecuador, 100 per cent in Honduras and 71 per cent in Peru. The major-
ity of spending on ALMPs goes to financing public works schemes in
Argentina (76 per cent) and self-~employment and micro-enterprise cre-
ation in Brazil (56 per cent) and Mexico (55 per cent). Labour market
services®” generally take a limited share of government budgets compared
with other active interventions — with the exception of Peru (28 per cent)
and Colombia (11 per cent) — while spending on employment subsidies
is significant only in Brazil (42 per cent) and Chile (29 per cent). Within
each category, evidence shows how spending tends to be fragmentediacros$

a multitude of relatively small-scale programmes (Ceruttiet(al, 2014).

These spending profiles generally differ from those regiseered inadvanced
economies, where labour market services and employment subsidies play a
relatively more significant role at the expense of training and’public works
programmes (Figure 1.10, pan€l)B)-"These(differences mostly reflect the
different stages of economic'development;which éntail different needs for
government interventionisAn the labour marketyAdditiohally, differences
in the nature and roléof ALMPsinLACcompared with-OECD countries
relate to the more limited imstitutional capacities in"the former group of
countries.” This limits' the)effectiveness of government programmes in
general, including thatjof ALMPs, as they,usually require large public
implementation capacities. Moreover,, this also contributes to the defini-
tion of some particular institutional.characteristics of ALMPs in LAC,
such as the generally high degree of centralization required to manage

them (see Chapter,2-for more on this issue).

32 Labour market services refer to the employment services provided by the Public Employment Services
or as additional policy interventions. See Box 2.2 for more details on the definition.

¥ When discussing ALMPs, the traditional classification of countries as developed, emerging and
developing is of limited practical use, as often ALMP experiences between developed economies have
been broadly different (e.g. between EU member states and developed countries in LAC). For this
reason, when discussing ALMPs this report refers to either OECD countries (to refer to a particular
subset of developed economies that share similar experiences with respect to ALMPs), emerging

and developing countries (to refer to the rest of the countries), or LAC (when referring particularly

to countries in the region). This classification is, of course, not totally exhaustive: two particular
exceptions are Chile and Mexico, which, despite being OECD member states, share similar ALMP
experiences to many other LAC countries.
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Figure 1.10. Public expenditure on labour market policies

Panel A: Public expenditure on active and passive lahour market policies as a percentage of GDP,
selected countries
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Note: Values for ALMPs for 2000 refer to 2001 for Mexico, 2003 for Honduras, 2004 for Chile and
2005 for Brazil. Values for passive policies for 2000 refer.to 2004 for Celombia and Chile and to 2005
for Brazil.

Panel B: Share of expenditure on”ALMPs by type-of\programme (percentages)
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Note: The figure illustrates the share of each component in total public spending on ALMPs. Data
have been grouped following the categorization of ALMPs introduced in Chapter 2 of this report. For
this purpose, training includes “Institutional training”, “Workplace training”, “Alternate training”
and “Special support for apprenticeship”. Employment subsidies include “Recruitment incentives’,
“Employment maintenance incentives” and “Supported employment”. Public works includes “Direct job
creation”. Self-employment should read as “Self-employment and micro-enterprise creation” and includes
“Start-up incentives”. Data for individual countries refer to 2010; while the OECD average draws from
the latest available information from 2013.

Source: ILO calculations based on the World Bank LAC Social Protection Database and OECD.
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CONCLUSIONS AND PRESENTATION OF THE REPORT

The role of ALMPs in the region going forward

As seen in this chapter, countries in LAC have experienced substantial
labour market and social progress in the past 15 years. Unemployment
rates have declined and labour force participation and employment rates
have increased. As a result of better job opportunities, both poverty and
inequality have fallen and the middle class has expanded considerably.
Public policies have played an important role in these developments, sus:
taining living standards and increasing social protection coverage.<This
has been facilitated and supported by a range of public interventions
— notably the expansion of social progeetion systems,including non-con-
tributory schemes, as well as increased supportfor measures aimed at
improving employability, such/ag AEMPs, These innovations have played
an important role in tackling poverty~and inequality and\improving

employment outcomes,

However, the region,is confrented by a marked slowdown in economic
growth and the consequentideteriofation in labour market performance.
Moreover, the shift towards a more knowlédge-based and formal economy
remains incompleterand some,of the ‘weaknesses in the process of struc-
tural transformation that accumulated in the 2000s have been brought to
the fore inthe context of the slowdown. In the coming years, GDP growth
rates are set to remain well below the average values registered in LAC
duting the 20005. As a result, the gains obtained in recent years in terms
of employment quality (i.e. reduction in informal employment) risk being
reversed.rapidly, leaving incomplete the transition towards a more modern
and inclusive labour market. Adverse consequences of this recession are
already emerging — the pace of poverty reduction has slowed considerably
and inequality has begun to rise in a number of countries for the first time

since the early 2000s.

In this context, a reorientation of policy strategies is needed to prevent

the current slowdown from translating into structural stagnation for
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the region. The potential economic gains from increased labour market
participation (i.e. extensive margin) have likely reached a plateau, while
traditional sources of growth for the region (e.g. commodities exports)
have generated some macroeconomic volatility. As such, it is likely that
future labour market and social improvements will critically rely on shift-
ing the economy towards more competitive specializations and higher
productivity growth —and the presence of public policies to encourage this
shift. With this in mind, the new policy approach to sustain productivity
will need to complement interventions purely aimed at sustaining.incomes
and living standards (such as CCTs, typically implemented duting previ
ous crises) with ALMPs that are able to increase and improve the quantity
and quality of the demand and the supply of labour cicher directly (e.g.

employment creation) or indirectly (esgntraining):

Presentation of the report

The aim of this report is\thérefore to_present.the first syStematic analysis
of ALMPs in LAC and, to assess the effectiveness ofthose policies in
improving labour ‘fhatket«and social‘indicators.>* Across the following
chapters, the report defines; descrilies; analysésiand evaluates their scope,
size, role and ability*to\improve social and\labour market performances
in the region. In-particular,"Chapter 2 reviews the different concepts
relevant to understandingt ALMPs in.a non-OECD country context and
presents the results of alunique compendium of all ALMPs implemented
in selected countries)in the\region since the 1990s. Chapter 3 reviews
both qualitatively and through a meta-analysis the empirical economic
literature pn impact evaluation of ALMPs, paying particular attention to
the setidies conducted in LAC. It sheds light on the current state of knowl-
edge regarding the effectiveness of ALMPs and identifies the gaps in the
literature in order to suggest possible avenues for future research and inter-
ventions. Based on the assessment of the literature and the identification
of research gaps, Chapter 4 presents the results of three microeconometric
evaluations conducted on selected ALMPs in the region for the purpose of

this report, including an impact evaluation of a multi-approach activation

3 Effectiveness in this report is understood as the success of policies and programmes in producing the
desired result and related labour market and social outcomes, without considering the costs associated

with their implementation. As such, the analysis in this report does not include observations regarding
the cost-effectiveness of policies.
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programme in Argentina, the provision of public employment services in
Colombia and a workfare programme in Peru. It discusses the effects of
these policies on improving the labour market outcomes and the living
conditions of participants, while suggesting future policy considerations
for improving their design and implementation as the region enters a new
growth period.
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APPENDIX:
MAIN LABOUR MARKET INDICATORS

Table 1.1. Main labour market indicators for LAC, 2015 (percentages)
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Table 1.1. Main labour market indicators for LAC, 2015 (percentages) (cont.)

Source: ILO calculations based on the ILO Research Department’s Trends Econometric Models, November 2015 update.
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Tahle 1.2 Share of employment by status in LAC, 2015 (percentages)
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Table 1.2 Share of employment hy status in LAC, 2015 (percentages) (cont.)

Note: Data on employment by status for French Guiana are not available.
Source: ILO calculations based on the ILO Research Department’s Trends Econometric Models, November 2015 update.
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CHAPTER 2
ROLE AND EVOLUTION OF ALMPS IN LATIN AMERICA
AND THE CARIBBEAN

INTRODUCTION

As demonstrated in Chapter 1, public policies and social spending hay¢
played an important role in shaping economic and social developments
in Latin America and the Caribbean (LAC). Consequently; considerable
attention has been given in the region to mapping and’assessing social
programmes — in particular anti-poverty programmes (Grosh, 1994).
However, comparatively less is knowarabout.the'sizes and scopes of active
labour market policies (ALMPs) implemented in the tegion — particu-
larly for some types of activepolicies,, such as labout market services or
employment subsidies. This gap can bepartiallyexplainéd\by the fact that
in LAC, ALMP:s are arelativelynew development. Priorto recent innova-
tions, the few programmes that did exist, stich as conditional cash transfers
(CCTs) that included an employmént compenent, were typically consid-
ered as part of other $¢cial security or antiépoverty interventions. Another
explanation for this\gap is theylack ofia common framework by which to
categorize andianalyse ALMPs in emerging and developing countries. As a
result, littleds.known abetit the extent to which ALMPs exist and even less

about their'evolutioniand characteristics, particularly in LAC countries.

The aim of this chapter therefore is to address this gap by: (i) provid-
ing a’framework within which to review ALMPs in LAC; and then
(ii) documenting the extent and composition of ALMPs implemented in
selected countries since the 1990s. In particular, Section A provides an
introduction to the concept of ALMPs and proposes a categorization of
these interventions that can be applied to emerging and developing as well
as developed economies. Section B introduces the ILO Compendium of
labour market policies (both past and current) developed expressly for the
purpose of this study.” Section C summarizes the findings of this chapter.

» The Compendium can be consulted and downloaded separately at: www.ilo.org/almp-americas. The
authors would like to thank Josep Espasa Reig for helpful research assistance during the first stages of
the preparation of the Compendium.
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ACTIVE LABOUR MARKET POLICIES:
DEFINITIONS AND CLASSIFICATION

Labour market policies have been traditionally categorized into active
and passive interventions.*® Passive labour market policies (PLMPs) are
intended to provide replacement income during times of joblessness. In
contrast, ALMPs have traditionally aimed to reduce unemployment by:
(i) matching jobseekers with current vacancies through direct jobssearch
assistance or information provision; (ii) upgrading and adapting the skills
of current jobseekers in order to improve their employdbility; ({ip)pro-
viding incentives to individuals or firms to take up ceetain jobs or hire
certain categories of workers; and (iv)-ereating jobs‘either in ‘the form of
public sector employment or the provision of-subsidies\for private sector
work.”” Historically, ALMPs sought to weduce unemployment through
these means, but in recent years they haye takenon a broader range of
employment and social ‘ebjectives. Consequently, while.the beneficiar-
ies of PLMPs are generally unemployed ndividuals, ALMPs are in most
instances open to the’unemployed, but can also target underemployed,
employed who are looking)for better jobs of youths in school-to-work
transition. Over timé;the'divisionbetween active and passive programmes
has become more-nnanced; forjinstance, recipients of unemployment ben-
efits (PLMPs)rare increasingly also ‘beneficiaries of ALMPs (e.g. concept
of mutual ebligation), and ALIMPs\(especially in emerging and developing

countties) often provide some form of income support (see Box 2.1).

Multiple objectivesbf ALMPs and different scopes

Originally, ALMPs aimed to keep people active in the labour market,
enhance labour market reintegration and counteract rigidities. However,
over time ALMPs have developed in a manner that goes beyond the strict
objective of reducing unemployment. In practice, ALMPs have multiple

functions deriving from their increasingly diverse nature. For example,

3¢ This chapter follows the definitions and classifications of ALMPs developed by Auer et al. (2005),
unless otherwise specified.

37 See Calmfors (1994) and Bonoli (2010) for an extended discussion on the definition and historical
origins of ALMPs.
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Box 2.1. Active and passive labour market policies®

The debate on how active and passive labour market interventions can be used to
enhance labour market and social outcomes has continuously evolved over recent
decades. Although such policies have principally been developed for and applied in
OECD countries, the lessons learned from their use can be relevant for emerging and
developing economies alike.*’

In most OECD economies ALMPs have increased significantly in importance since
the 1990s. At that time, unemployment had increased dramatically, especially in the
European Union (EU).** Moreover, high youth unemployment and long-term unem-
ployment suggested there had been a change in the structural nature of unemployment
and that there would be a persistent mismatch between the supply and demand for
labour. In this context, increased emphasis on ALMPs was seen as an important means
to increase labour market efficiency and reduce unemployment rates.*' As'd fesult/a
number of OECD countries shifted resources from passive to active'nfeastres on ‘the
understanding that passive measures alone cannot solve unemployment andimprove
the quality of the labour supply (OECD, 1993).

In recent years, however, the notion that active'and passive Tabetur marketinterventions
can act in a complementary way — even reinforcing onc.another — hasibeen increasingly
supported. The topic was first raised-theoretically- (Coe and Snower, 1997) and then
acquired empirical support in a numbér of studies(Bassanini and Duval, 2006 and
2009; Elmeskov et al., 1998). Allitheése contributions have/stressed the importance of
the role of the complemengarity between ALMPs and passive sdppott in improving
labour market performance and sustaining living standards\Simply relying on the
activation component doesnot provide'for aviable solution for'individuals with little
or no income or for some categories of unemployed workers — e.g. low-skilled youth —
who are not job ready.” Sinilarly, providifg income'support in isolation may not lead
to an improved employmient or social situation where there is a rapidly changing job
market or when the individual is facing a barrier to re-employment (Martin, 2015).%

Atay Y

théy can includejsupport that helps workers transition from one sector to
another, orythey can comprise various types of programmes intended to
maintain individuals’ incomes during recessionary times or top-up vulnera-

ble groups’ wages with the aim of reducing poverty or inequalities.

3 This box is based on Bellmann and Jackman (1996); Layard et al. (1991); and Auer et al. (2005).

3 Weishaupt (2011) provides a detailed analysis of the evolution of this debate.

0 See Blanchard (2006) for a review and assessment of the literature on unemployment trends in OECD
countries between the 1970s and the 1990s.

I This view has shaped policy-making, as shown for instance by the European Employment Guidelines
adopted at the Amsterdam Summit in 1997. The OECD Jobs Study: Facts, analyses, strategies (OECD,
1994) was among the most influential studies on the topic.

“ There is a similar debate over whether it is appropriate to change the composition of ALMPs

(e.g. from job matching to training) during periods of economic downturn. See for instance Forslund
etal. (2011) and Norlund (2009).

% See for instance OECD (2006; 2014) on the shift in policy orientation, as well as recent

employment guidelines of the European Union (http://eur-lex.curopa.cu/legal-content/EN/
TXT/?uri=celex:32010D0707).
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The following objectives of ALMPs can be identified — which apply to

developed, emerging and developing economies alike:**

* Increasing employment: The primary role of ALMPs is to reduce labour
market imbalances and counteract rigidities with a view to reducing
unemployment and increasing employment levels. In a perfectly com-
petitive labour market, jobseckers would be autonomously reallocated
to the expanding and generally more productive part of the economy,
where jobs are being created. In reality, there are various obstacles that
might hinder this from taking place. For instance, therd may not'be
enough available jobs in the economy at certain times,(op the dewjobs
might be in different sectors, occupations or locationsrelative to those
that were previously created. Moreovet, employets might look for people
with different skills and competenices‘than those available‘in the labour
force. Additionally, workers’and-€énterptfises might lack the necessary

information to conclude ajjob'match.

In the face of these-obstacles;, ALMPs, can contribute to increasing
employment levels by: (i)\ditectly and|indirectly creating jobs; (ii) help-
ing individuals find job$ that match theif skills and needs through
job-search assistance and other'supportyand (iii) upgrading the skills of
individuals such.that they match those in demand.

o Improving equiry: ALMPs can improve equity by targeting disadvantaged
groups that facesspecific barriers in the labour market — for instance due
to vulnerabilities associated with lower income levels, lack of basic skills
or even diserimination.” In these situations, ALMPs may improve the
employability of disadvantaged groups by providing: (i) incentives to
remain active or join the labour force (e.g. employment subsidies for
some categories of workers)*; (ii) means for these workers to overcome

skill deficits and other challenges (e.g. training courses reserved for

“ Different categorizations of the effects of ALMPs can be chosen. The one presented here covers both
social and economic effects and borrows from Auer et al. (2005); while a different categorization that
focuses solely on labour market effects can be found in Calmfors (1994).

% This can be taste-based or statistical discrimination. The former refers to an irrational distaste for
particular societal groups (e.g. minorities); while the latter uses observable characteristics (e.g. age, sex)
to make inferences on unobservable characteristics (e.g. productivity).

4 See Layard et al. (1991) for a discussion on the functions of the ALMPs.
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specific groups such as low-qualified individuals)?; or (iii) incentives

for firms to hire these vulnerable groups.

ALMPs can thus have an important redistributive effect. As such, these
programmes are of paramount importance in countries characterized by
sharp differences in individuals’ characteristics and employment oppor-
tunities across different societal groups in terms of age, sex, ethnicity
or local community. In these situations, strict targeting can be justified
economically and socially, given the potential of ALMPs to affece'specific
groups, even if the aggregate effects of ALMPs may be low (Escudero,
2015). Importantly, although ALMPs that focus on marginal grgups can
be particularly effective, there are also risks associated’with these poli-
cies. For example, advantages for particular grotips'may be accompanied
by substitution and displacemenit.effects.’*~Moreover; int the absence
of specific components aimed at-faising!cmployability (e.g. training),
these policies could have dertimental‘effects on yulnerable'groups, due

to stigma and lock-in.éffects during participation (Hujer et al., 2004).

Enhancing employmeént mobility and'job guality: Technological progress,
international trade and the increasing role of the financial markets have
contributed to increasing the pace'at which.skill requirements are chang-
ing and jobs are-destroyed and re-created. These developments have also
resulted in the emergence of new-forms of employment, characterized by
unconventional work patterns, work arrangements and places of work
(ILOs2015). Recent literature has documented how, in developed econ-
omies, the sttuctural and technological change has widened the wage gap
between high- and low-skilled workers, and how this skill-biased tech-
nological change does not benefit the labour force equally (Autor, 2014;
Acemoglu and Autor, 2011). Others assert that structural change can lead
to a shift away from low-paid manufacturing jobs and towards service
sector jobs, which are on average better paid and require higher levels

of education, thus increasing the quality of work (Stehrer et al., 2009).

7 For instance, the Youth Employment Network (YEN) — a joint initiative of the United Nations, the
World Bank and the International Labour Organization — conducts research and provides technical
support for improving youth employment opportunities.

“ There is a risk that advantages for vulnerable groups (e.g. availability of jobs) would occur even in the
absence of the policy (deadweight effects) or at the detriment of other categories of workers (substitution
effect) or other jobs (displacement effects).
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This raises concerns about whether structural transformations lead not
only to increases in productivity and growth, but how and to what extent
they will also affect the quality of work. In this context, ALMPs can
have the twofold objective of favouring the transitions of workers from
declining to emerging sectors, occupations and locations, while also
enhancing job quality. For technological innovations to translate into
better employment opportunities, policies should be in place to provide
workers with the set of skills needed to take up these innovations. For
instance, training, job-search assistance and supported employment
measures could ensure the desired effects will be achieved(by adjusting
the qualifications of jobseekers (particularly the low skilled) 6 match
the structure of demand and by providing jobseekers'with ineentives to
work in new sectors, thereby fostering mobility'and reducing “structur-
alization” (Schmid et al., 2001),

Reducing poverty: Since thexmid-1980s;)employment has been increas-
ingly recognized as a fundamental'driver forreducing/poverty (Todaro,
1989). As a result, policy actionsithat work towardsithat goal have also
increased in impottance. Adthough macroeconomicrelations and a range
of institutional settings are centralin definifg the employment—poverty
link, ALMPs have'the potential to confribute to poverty reduction by
enhancing employment and incomes: Additionally, by raising human
capital through ‘the accumulation-of skills, ALMPs can also raise life-
time earning potentials, with likely positive intergenerational effects.
For jnstance, the income earned from the enrolment in a public works
programme helps alleviate immediate poverty, while at the same time
the infrastructure improvements financed by the programme help to

enhancing living conditions.
g g

In both OECD? countries and emerging and developing ones, ALMPs
are implemented alongside unemployment benefits and evidence has

# When discussing ALMPs, the traditional classification of countries as developed, emerging and
developing is of limited practical use, as often ALMP experiences between developed economies have
been broadly different (e.g. between EU member states and developed countries in LAC). For this
reason, when discussing ALMPs this report refers to either OECD countries (to refer to a particular
sub-set of developed economies that share similar experiences with respect to ALMPs), emerging

and developing countries (to refer to the rest of the countries), or LAC (when referring particularly
to countries in the region). This classification is, of course, not totally exhaustive: two particular
exceptions are Chile and Mexico, which, despite being OECD member states, share similar ALMP
experiences to many other LAC countries.
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shown that the complementarity between these policy tools does indeed
have the potential to alleviate poverty (Martin, 2015). In emerging and
developing countries, the effect on poverty can be stronger because the
poverty alleviation function of ALMPs is generally directed towards the
most vulnerable segments of the population (e.g. working poor in the
informal economy) rather than strictly to the unemployed, as in OECD
countries. Moreover, in these countries poverty reduction is usually one
of the intended objectives of policies, particularly with workfare pro-

grammes and CCTs.

Importantly, these measures may also have unintended(positive/effeets.
First, they can increase aggregate demand through consumption smooth-
ing (e.g. public works programmes in times of recession) and have positive
spillover effects (e.g. resulting fromrthe-provisionof publicinfrastructure).
Second, they can have positive’spillover effects on, job creation (i.e. indi-
viduals hired by participantsyof programmes assisting self-employment
and micro-enterprise création). Third,J ALMPs can hayé an’effect on the
wage structure.’’ Fouith, ALMPs,via skills upgrading,‘can have positive
effects on productivity, eitherithrough their direct impact on participants
or through positive extérnalities. Finally, ALMPs can ensure a minimum
level of labour supplyby; providing incentiyes‘to certain groups to remain

active or join the labour force\(Layard etjal., 1991).

Ihe roleaf ALMPsin OECD countries compared with emerging

and developing countries

Since the 1990s, there has been an increased acceptance in OECD
counttries of the need for ALMPs to strengthen the link between social pro-
tection, labour market policies and employment. As a result, expenditure
on ALMP:s is sizeable in most OECD economies and continues to increase.
In contrast, in many emerging and developing countries the importance
of ALMPs has only emerged in the past decade and therefore their use
and weight in government budgets is less prominent, although it has been

increasing over time.

® ALMPs can reduce reservation wages by increasing competition in the labour market or push
downwards the wage structure by decreasing labour costs for firms. Alternatively, ALMPs can increase
reservation wages, therefore slowing down transition to regular jobs. For a complete discussion about
this, see Calmfors and Skedinger (1995) and Johnson and Layard (1986).
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For instance in Central and South-Eastern Europe and the Commonwealth
of Independent States, ALMPs were introduced for the first time in the
1990s in an effort to manage the transition towards market economies and
address the related official emergence of unemployment. The designs of
ALMDP:s in this region resemble those in developed economies, but public
expenditures remain low (Auer et al., 2005).

In East Asia, ALMPs became important only after the financial crisis of
1997 and the consequent rapid increase in unemployment. In thése couns
tries, ALMDPs aim to counteract the general absence of unemployment
benefits and often aim to promote the shift towards formal employment
(the share of informal employment in the region is amongthe highest world-
wide). In Africa, the role of ALMPs is relatively limitéd and information on
participants and spending is still scatcerIn both-regions, theeffectiveness of
ALMPs is constrained by limitediemploymént.growth in‘the formal sector
and the inadequate administrative capacity of governments, to,implement
these types of intervention‘on a large.scale (Aueret al., 2005). In contrast,
the incidence of ALMPs\in LAC-indicates-that in only.a few decades they
have become a prominént labour market tool, mostly, but not strictly, aimed

at compensating for the'lackof labout,demand in'the formal sector.

Moreover, important differences remain between OECD and emerging
and developing countrieshin terms ‘of focus, scope and configuration of
these policies;-owing to their particular priorities (e.g. different social chal-
lenges)-and'to theix racher dissimilar labour market functioning. In terms
of‘theloperation of the labour market, two main differences have affected
the functioning of ALMPs. First, unlike in OECD countries, labour mar-
kets in emerging and developing countries are typically characterized by a
growing labour force, high levels of labour force participation, low levels
of unemployment (albeit high levels of underemployment) and higher
rates of informal employment (see Chapter 1). Second, labour market
and social institutions often have relatively weak capacity to implement
programmes compared with those in OECD countries. This may limit
the effectiveness of government programmes in general, including that

of ALMPs, which usually require large public implementation capacity.
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Owing to these differences, three main points are worth noting in terms
of the particular role played by ALMPs in OECD and in emerging and
developing countries. These help to explain how ALMPs are conceived
in emerging and developing countries and why they are referred to by
different names in different countries, depending on the context (such as

social protection policies):

* ALMPs in emerging and developing countries aim to address multiple
objectives, which often include tackling some longer-term challenges.
One of the objectives will usually be economic (e.g. to(increase the
probability that the unemployed will find jobs or that patticulaf groups
will increase their earnings), as in OECD countriesy<but, inaddition,
emerging and developing countries,often stress-the importance of
providing some sort of incomessupport through these policies, which
often even contributes to the'soctal protettion floor of the country (e.g.
Argentina®). Importantly; lenger-tetm social goals are also, frequently
part of the strategic objective motivating ALMPs in emierging and devel-
oping countries, stich\as reducing poyerty‘or extréme poverty among

participants or fosteting community-leyel development.

* Given the aim of\addressingmultiplé objectives, ALMPs in these
countries can rarely be defined under a clear-cut category, as they often
comprise variousitypes of measures.aiming to address diverse challenges.
This is thewcase for workfare programmes, for example, which combine
public works with other types of assistance (e.g. training) to enhance
the ‘employability of participants and improve their employment pros-
pects after participation in the programme; and the case for CCTs with
labéut provisions, which aim to improve the employability and earnings
of workers, independently of whether they receive the (passive) income
transfer. It is important to note that given the income support provided
by workfare programmes and CCTs, both these measures are also con-
sidered to be social protection policies,” even if they have significant
ALMP components.”

5! See for example, Bertranou and Vezza (2010).
52 See the Social Protection Floors Recommendation, 2012 (No. 202).
53 See discussion in Box 1.2 (Chapter 1).
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* In emerging and developing countries, ALMPs may lack the independ-
ent role that is granted to them in OECD economies as they are often
intended to fill gaps in public services provided by governments. For
instance, training programmes might be implemented to compensate for
deficiencies in the educational system or public works programmes and
so fill deficits in community-level public infrastructure. Similarly, some
emerging and developing countries lack the institutional capacity to sup-

port fully-fledged ALMPs, such as the Public Employment Service (PES).

In this context, a question emerges as to whether existing khowledge from
OECD economies can be applied to emerging and developing economies.
This question is relevant because empirically not enough‘is known on the
specific or overall effects of ALMPs in-emerging and‘developing countries
(see Chapter 3). It is also imporgant-given, thaetherelis'no framework
by which to categorize and analyseALMPs in emerging and developing
countries. ALMPs have been implemented in OECD countries for a long
time and there is now awell;established classification of(these policies. As
such, comparative analyses by type'of ALMP can be easily undertaken for
OECD countries because definitions‘are,clear and comparative data are
gathered regularly. The opp0site is tfue for developing and emerging coun-
tries, where the lack'of an agreed\framework ‘means that ALMPs cannot
be classified according to the'countries™yrealities and particular contexts;
but the use of'a categorization that is.not fully applicable, risks hindering

an improvedwunderstanding of. these policies.

To'fill this gap, the remainder of this section introduces a classification
of ALMPs that is applicable to emerging developing countries — building
uponrésearch carried out by the ILO, particularly by Auer et al. (2005).
This classification does not contradict the one generally used for OECD
countries (as developed by the OECD and Eurostat’®), but has been
expanded to take into account the particularities of ALMPs in developing
and emerging countries in terms of focus, scope and configuration, as
discussed above (see Table 2.1 for a summary table on the definition and
role of ALMPs and their differences across OECD versus emerging and

developing economies).

>4 Other classifications can be found in Bonoli (2010), Torfing (1999) and Taylor-Gooby (2004).
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Table 2.1. Summary tahle on ALMPs in emerging and developing economies:
Types of interventions, objectives and differences

Different role
than in OECD
countries

Objectives/
outcomes

Types of
interventions

® Training

® Public works

* Employment subsidies

o Self-employment and
micro-enterprise creation

o | abour market services

e [ncreasing employment

® [mproving equity

e Enhancing job mobility
and quality

e Reducing poverty

o Multiple objectives
e | arger mix of policies
¢ No independent role

Active labour market policies

Classification of ALMPs

The classification putferward herewdiffers:from that for OECD countries

in that the number{of’main-categories of ALMPs (types of intervention)

has been reduced from six‘to five, @and that some adjustments have been

made to the categories:>

* Training: Labour market training.represents an important component
of policystrategies thdt aim, to‘improve the employability of individ-
uals and thus enhance their future career paths (e.g. higher earnings
or improved job quality) with positive aggregate spillover effects (e.g.
increased>productivity). Training often targets certain labour market
groups + including youth, women, disabled or older workers. In OECD
countries, a difference is made between on-the-job and off-the-job train-
ing; the latter is usually targeted at unemployed individuals, but can
also be used for the employed. In these countries, training represents
the main item of expenditure within ALMPs. In emerging and devel-
oping countries, although training also represents the most common

type of activity, it is generally accompanied by other labour market

% In particular, the OECD classification of ALMPs comprises: (i) training, (ii) direct job creation, (iii)
employment incentives, (iv) start-up incentives, (v) public employment services and administration and
(vi) sheltered and supported employment and rehabilitation.
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interventions (e.g. as part of a broader strategy or within a public works
programme) and can include some form of income support (see the
case studies on Argentina and Peru in Chapter 4). Moreover, in these
countries training is often of rather short duration and focused on the

acquisition of basic skills.

Public works: The main aim of public works programmes is to compen-
sate for shortcomings in job creation by the private sector. As such, jobs
created aim to complement existing ones and, as a general rule; public
works programmes are part of public or public/private projects with'a
particular benefit for the society. In OECD countries, they ain tovhelp
unemployed individuals to remain attached to the labour market and
are thus of particular importance during slow. recovery, petiods (ec.g.
they keep workers active in the“expectation-that hiring will pick up).
However, in these countriesy therole of public works'programmes has
diminished considerably it recent decades after being widely used dur-
ing the 1970s and 1980s. In emerging and 'developingcountries, public
works programmes‘are mostlyregarded-as poverty alleviation and com-
munity development measures, but they also have ddditional aims, such
as providing a source 0f social pratection fof people not covered by con-
tributory schemes or income support asfan insurance against economic
shocks. Another.difference with respect to OECD countries is that in
emerging and developing countries.public works are more often imple-
mented as\workfare pfogrammes, which means that many are aimed
at assisting participants on.a more permanent basis (e.g. Comtruymdo
Peri*®) or aré combined with other programmes (e.g. training) to secure
the return of participants to non-subsidized employment once the pro-
gramme concludes (e.g. see the case study on Peru in Chapter 4). During
the past 10 to 15 years, large numbers of public works programmes have
been implemented in these countries with the aim of assisting vulnerable

populations (Subbarao et al., 2013).”

¢ A programme whose action was not limited to a recessionary event and whose aim was to address
employability issues in addition to providing income support (see Chapter 4).
57 Such as the Productive Safety Net Program (PSNP) in Ethiopia, which within five years helped

around 7.6 million households withstand the impacts of food crises; the Mahatma Gandhi National
Rural Employment Guarantee Scheme (MGNREGS) in India, the largest public works programme to
date, currently available to approximately 56 million houscholds; and the Argentinian Jefes y Jefas de
Hogar programme, which expanded 7rabajar, providing direct income support to poor families all over
the country (Subbarao et al., 2013).
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Employment subsidies: These programmes include all initiatives aimed at
providing incentives to hiring or maintaining jobs by reducing labour
costs. On the demand side (i.e. subsidies directed towards employ-
ers), these measures are expected to encourage employers to employ or
retain a certain group (e.g. long-term unemployed or young workers)
to which the subsidy applies. On the supply side (i.e. when directed
towards workers), they encourage members of the target group to re-en-
ter the labour market by lowering their reservation wage. Employment
subsidies in OECD countries are mainly designed to providésupport
of limited duration to vulnerable groups facing particulat challenges,
and often their use is intensified during periods of slack demfand>In
emerging and developing countries these subsidies are-alsodntended to
improve employment outcomes for-workers who“have chromic labour
market integration difficulties (¢:g..female heads of household, members
of low-income households, youth-unemployed and school-leavers) and
therefore are used less during.economicrecessions. In fact, employment
subsidies in emergingand developing'countries (partictilarly in the LAC
region) are often aimed at getting.employers'to hire participants of CCT

programmes.

Self-employment and micro-enterprise crention: These measures aim to
provide both financial and logistical support to unemployed or inactive
individuals who are willing to starean economic activity, either through
self-employment or as/micro-entrepreneurs. In OECD countries, these
policies tend topbe, directed to young and higher-skilled individuals
because empirieal evidence has shown that these types of interventions
are effectivewhen targeted specifically at unemployed who are job ready
(Martiny 2000). In emerging and developing countries these policies play
an important role in promoting employment creation in both the formal
and informal economies, which means that in these countries the target
group is wider than in OECD countries. Another difference relates to
the degree of service integration provided to programme participants,
which still suffers from substantial obstacles to their full development
in emerging and developing countries — notably, the limited access to

credit in the informal sector.
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* Labour market services: Labour market services aim to connect jobseekers
with employers. This is achieved through a range of services, including
career advice, labour market orientation, job-search assistance and refer-
ral to other reintegration measures, such as training. These services can
be provided by the PES entity of the country (Box 2.2) — either though
a purely public provision or in partnership with private actors — or can
alternatively be included in other types of ALMPs (e.g. training, public
works). In OECD countries, the PESs and labour market services pro-
vided are central for a complete and effective provision and delivery of
ALMPs. In emerging and developing countries, the role ©f)PESs and
labour market services is generally more limited — and (public résources
allocated to them relatively scarce. Nevertheless, efforts exist in these
countries, which often focus on emhancing employability‘and foster-

ing job readiness with a view tg"supporting-the transition into formal

L \ 3 o O
Box2.2. Definition of PES and la ar&%@cjs\@d‘mg@cﬁ.ﬂ

V4

According to the Employmeng-Service Convention, 1948 (No. 88), the PES is a gov-
ernment entity, usually partof aministey 6flabour, which plans and executes a variety
of functions focused mainlyjon the promotion of.employment and protection of work-
ers during labour market'adjustments’and économic transitions (ILO, 2009).

To achieve this;"PESs have different means of action, including: (i) providing labour
market information; (ii) offering“job-search assistance and placement services;
(iii) providing counselling during.periods of unemployment; (iv) managing various

labour'market programmes; and (v) administering unemployment insurance benefits.

PES models vary between countries, but the major functions and features are relatively
consistentIn this context, a common discussion arises in relation to the distinction
between the PES as an institution and labour market services as a category of ALMPs.
The latter concept refers to all interventions aimed at supporting labour exchange,
counselling and job-search activity (the first three points outlined above), whether
provided by the PES or via any other policy intervention implemented in the country.

Considering this discussion and consistent with Convention No. 88, in this report a
PES is understood as the governmental institution that executes a host of both active
and passive programmes. The term “labour market services” is used to refer to the
employment services as outlined above.
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employment (see the case of Colombia in Chapter 4). However, while a
number of reforms have been undertaken in these countries (particularly
in LAC), they have mostly centred on strengthening and improving the
efficiency of labour market services provided (e.g. through the intro-
duction of new technologies), rather than creating new institutional
frameworks or linking active with passive policies, as has been the case
in OECD countries.’®

% See Mazza (2013) for a review of reforms of PESs in LAC.
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ALMPS IN LATIN AMERICA: FINDINGS FROM THE ILO
COMPENDIUM OF LABOUR MARKET POLICIES

While the nature and characteristics of ALMPs in OECD economies have
been extensively analysed, relatively less evidence is available on the role
they have played in emerging and developing economies. This is associated
with their generally lower relevance as policy tools for addressing labour
market and social challenges — as compared with OECD econonties — and

consequently the more limited resources that are devoted t them.

Yet, public expenditure on ALMPs has increased in most ¢countries in
the region, as discussed in Chapter 15’ reaching levels higher than in
most non-OECD economies, although they-temain below the OECD
average (Auer et al., 2005). Moreover, in, most of the countries in LAC,
expenditure on ALMPs largely. outpacés public spending.on\unemploy-
ment benefits. This reflects the increasing miotivation to’ complement
traditional interventions\targeted-towards providing social protection and
supporting povertyreduction\(e.g. CCTs) with policies aimed at increas-
ing the employability of ‘the labout’force. However, still not enough is
known about the naturéjand characteristics'of ALMPs in the region or the
impacts of these interventions ori both'employment quality and quantity®’s
this raises quéstions about, the effectiveness of these public investments.
This section'uses the catégorization of ALMPs specified above to present
the results of the ALO Compendium of labour market policies (compiled
fof_ the purpose Jof this study), which summarizes all ALMP interven-
tions that/have been implemented in selected countries in LAC since the
19905 (see'Box 2.3 for details on the methodology used to construct the

Compendium).”!

% Please note that the breakdown of spending by type of intervention presented in Chapter 1 already
takes into account the categories presented in this chapter.

 See Chapter 3 for a review of the evidence to date.

' TLO (2013) has conducted a similar mapping exercise for Central America and the Domi