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1. Introduction 

 

This report presents the overall themes raised in the discussions of local economic 

development (LED) in China seminar on 26 April 2007.  

 

The purpose of this seminar was to utilise the experience of the ILO, OECD, and 

representatives from civil society, the private sector and Chinese local government to 

help support the LED practice initiatives of the Ministry of Labour and Social 

Security (MoLSS) and promote local employment initiatives and decent work in 

China. A list of participants is at Attachment A. The papers presented at the seminar 

are at Attachment B. 

 

A large body of ILO and OECD experience already exists that this seminar aimed to 

tap in to in order to extract useful lessons to apply to the Chinese context. Additionally, 

considerable theoretical knowledge about and tools for implementation of LED in the 

Chinese context is contained in the publication, A Local Economic Development 

Manual for China
1. However, overall, more questions were raised than answers were 

provided about how local economic development could be an effective strategy for 

generating employment and improving quality of life in China. 

 

What this seminar’s discussions reflected was the need for a more practical 

understanding of how to implement LED principles in a Chinese context in a 

workable way right through the policy cycle, from conception to completion. This 

paper reflects the major themes of the discussions during the seminar. It is organised 

in a linear fashion, beginning with what is considered necessary to instigate an LED 

project, through the process of running and maintaining it successfully, and then the 

monitoring and evaluation that is required to develop the evidence base for further 

projects2.  

 

                                                        
1 A Local Economic Development Manual for China is a combined effort of the ILO and the Chinese 
Ministry of Labour and Social Security’s Institute for Labour Studies, Beijing, 2006 
2 The themes raised in the seminar are of course not as linear as this paper’s layout implies. 
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2. Overall Themes of Discussion 

 

2.1 What is required to get an LED project started? 

 

� 2.1.1 Which actors should catalyse LED at the local level? 

 

A recurrent theme of the discussions was the difficulty in identifying who is best 

suited to play what role to get an LED project started. What roles should be played by 

government authorities, business, and civil society when developing LED projects in 

China? In the unusual Chinese context in which local level government is very strong, 

are the divisions of roles and responsibilities that usually catalyse an LED project 

appropriate?  

 

The seminar participants agreed that LED needs a local-level stakeholder to catalyse 

or facilitate projects and policies at the grassroots level. However, it is difficult to say 

which organisation is best positioned to provide this ‘grassroots’ perspective in China. 

Are non-government players the best means of getting government agencies to come 

together and ensure their programs and policies are complementary? If 

non-government stakeholders are the most effective facilitators, how can this 

approach be achieved in a context in which civil society and NGOs play a very small 

role?  

 

In the US, the working costs of the ‘intermediary’ or facilitator is usually covered by 

NGOs such as charitable organizations or foundations which are focused on the 

associated special groups or issues. This allows a focus on the issue in order to bring 

the relevant players together to serve a specific identified function, and help 

government’s tendency for inertia. However, these arrangements are usually only 

short term, for 3-4 years, as it is expected that if there is any business or economic 

value to the activity, it will be recognised by business who will step in and pay for the 

value they get for it. However, because of the temptation to free-ride, this often does 

not happen.  Additionally, US experience shows the important role NGOs can play 

in areas where government initiatives are not successful. The case of the US 

government’s Workforce Investment Board (WIB) provides a good example.  

 

The important participation of non-government social partners is more complicated in 

the Chinese context, as the role of government is stronger than in many other 

countries. However, should this be conceived of as a gap that needs to be filled, or can 

local governments’ existing strengths be utilised to realise LED? Local governments 

in China are generally quite autonomous, so horizontal alliances among local 

government departments could be a powerful tool to facilitate and catalyse LED 

projects. However, while local level governments may already have a strong role in 

LED via implementing and adapting central government’s 5-year plans to their own 

situations, they do not necessarily have the resources to bring together the various 

stakeholders and entities within and beyond government.  

 

If local governments are to be heavily involved in LED, a question arises of who from 
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local government will initiate the process, and how communication between the local 

government departments is facilitated. It is possible that international non-government 

organisations (INGOs) may be able to take the role of making the horizontal 

connections among government departments, as well as with other organizations, as 

Planet Finance has had experience in doing (see an overview of their organisation at 

Attachment C). Because of their international status, INGOs hold a relatively 

privileged position that perhaps local NGOs may not have the courage or capacity to 

replicate. INGOs can be utilised to effectively connect different vertical layers and 

horizontal levels of government, and other organisations, and communicate 

information about resources and programmes each might not realise others were 

running. 

 

Based on their experiences, the representative from Ningxia Autonomous Region 

suggested that the most appropriate role for local government is to provide a guiding 

and supporting role, encouraging and enabling workers to find and follow new ideas, 

and allowing more NGO and civil society involvement. Ningxia’s experience 

underlines the need to have the support of different local government departments in 

order to promote development and social progress. However this reiterates the 

important but unresolved question of which individual or group should be responsible 

for mobilising the initiative, coordinating between and integrating the work and 

experience of different government departments. If, as experience suggests, local 

government leaders in cooperation with a local facilitator should take the leadership 

role in identifying market niches and facilitating dialogues, the question remains as to 

how that facilitator is identified, and how entrepreneurs can be involved in the 

process. 

 

� 2.1.2 How should the relationship between local and national levels work? 

 

Part of the question as to who should catalyse LED at the local level is what 

respective roles are played by local and national level governments in formulating 

strategic development policy. 

 

While it is agreed that LED should not be a separate process from the national policy 

framework, there are numerous models of how these levels can interact. For example, 

in the French system, local governments operate in a policy context that is 

strategically set by national level government. Similarly to China, strategic policy is 

set centrally and regions are allowed flexibility in how they utilise their resources for 

its implementation. In a more bottom-up approach in New Zealand, regions often 

develop their own labour market plans.  The Government, through the Minister of 

Social Development and Employment, sets overall national level goals for the Public 

Employment Service (PES). The PES has significant flexibility in delivering these 

overall goals at the regional level including discretion over the use of resources such 

as the mix of active labour market programmes.  Increasingly, different Government 

agencies are examining how their contributions can better align to regional labour 

market plans. 
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It is a widely accepted principle that for any locally based initiative to be effective, it 

has to have some ‘grassroots’ involvement in its development – that is, it must at least 

to some degree be based on a ‘bottom-up’ approach in which strong leadership, trust, 

transparency and accountability, feature highly. An obvious potential shortcoming of 

national level policy-making is that it may not reflect the innumerable potential 

situations at local level in terms of capacity, infrastructure, demography, or geography, 

to name a few. Even the best high level policy can miss the target at the local level 

depending on the capacity and experience of those responsible for implementation. 

For example, if the central government promotes re-employment, local governments 

may respond by setting up a number of employment services like job centres. 

However, whether these really fulfil the objective of general employment as per the 

central directive is debatable.  

 

Another challenge to the local-national policy divide is the competition engendered 

among local governments in their efforts to achieve the national-level goals. While 

local governments are often very active in promoting LED in China, this can 

sometimes lead to competition and barriers between areas. For example, to protect 

local businesses, one local government does not allow the sale of cigarettes imported 

from a neighbouring province. While this competition between local areas can foster 

incentives, domestic barriers to capital flows can lead to a ‘zero-sum’ situation overall, 

not beneficial for any stakeholder in the medium to long-term. One potential way of 

overcoming this is for the central government to assume responsibility for managing 

the equality of financial potential. This would mean that even if a local area does not 

have sufficient resources or wealth of its own, the central government can support it, 

thereby to some degree levelling the playing field. The central government can also 

have a role in disseminating information about local development to assist 

disadvantaged areas.  

 

The current policy context in China is for central government to develop broad 

conceptual strategies that allow considerable autonomy and flexibility in 

implementation at the local level. The question was raised as to whether local 

economies could develop more effectively and sustainably following this top-down 

approach, or if development strategies at national level are better if based on local 

needs – and if so, who ought to take responsibility for mapping and reporting on what 

the local needs are. 

 

� 2.1.3 What foundations are required to get LED started?  

 

Complementary to the question of who will be responsible for catalysing LED 

initiatives is the issue of what social and economic fundamentals are required for LED 

projects to begin. While the trend in China seems to be for business to move west 

where the labour supply is cheaper, business investors are still likely to seek certain 

levels of education, skills, infrastructure and mentality. 

 

o Research 

Experience from France suggests that research at a very specific level, such as new 
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technologies and pharmaceuticals, needs to be conducted in the very early stages, 

possibly funded by central government as part of a central government initiative. This 

research can be taken to the regional level where it can be used as a tool by 

partnerships among universities and small, medium and large enterprises to develop 

prospects for the region for the next 5-10 years that reflect the needs of all the 

involved parties. 

 

o Demand-driven education and training 

New Zealand experience tends to support this approach, in which partnerships with 

industry means that labour market needs can be identified, and the PES can respond 

by preparing people with these necessary skills. This method is opposed to one in 

which job-seekers are prepared for work, and then sent out into an environment that 

may not have opportunities. Ningxia experience reiterates this point. In Ningxia, low 

employability of the local people is seen as one of the major obstacles to local 

economic development. It is therefore very important to ensure that labour market 

needs are identified accurately, and training and education programs (practical as well 

as theoretical) are targeted accordingly. 

 

o Investing in SMEs 

In addition to investing in the infrastructure and human capital of local areas, it is 

important to develop and support small and medium enterprises so they can generate 

employment opportunities for people as well as attracting investment from larger 

companies.  

 

� 2.1.4 Where? 

 

This topic was not discussed in great detail, however, one particular point was made 

regarding where the lines for the geographically specific nature of LED should be 

drawn. This question probably deserves further attention. It was pointed out that in 

order to be effective and sustainable wherever possible, lines should be drawn 

according to economic and social, rather than political and administrative, logic. 

However, in China, LED projects are likely to be developed according to county 

divisions, which may not follow this principle. 

 

2.2 Running and maintaining an LED project. 

 

� 2.2.1 Multi-stakeholder involvement. 

 

Complementary to earlier conclusions about the importance of grassroots involvement 

in LED, considerable discussion focused on the most effective way to involve various 

local stakeholders. Effective LED interventions require accountable and trusting 

relationships among stakeholders. Whether working in partnerships or networks, 

multi-stakeholder involvement is crucial to expand consensus so that the desired 

outcomes can better be achieved. So how is multi-stakeholder involvement best 

established and maintained? What is the difference between a partnership and a 

network, and which of these arrangements forges the most effective relationships to 
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achieve mutual accountability and trust?  

 

North American experience suggests that while the role of partnerships in adding 

value is difficult to evaluate, bringing key stakeholders together can be a powerful 

catalyst for LED (see Randall W. Eberts’ presentation for more discussion of 

partnerships, p. 4, in Attachment B).  However, while the concept of partnerships 

was agreed to be of use, several questions were raised as to how they could best be 

deployed. For example, are partnerships more productive if they exist case-by-case, 

rather than permanently? Are partnerships focused on specific issues more effective 

than those that focus on an entire policy area, or does this lead to multiplications and 

overlaps? A question that is particularly pertinent in the Chinese context was whether 

civil society partnerships run the risk of simply replicating and paralleling what 

governments at local level are already working to achieve? 

 

Whether pursuing partnerships or networks, strong leadership is necessary to define 

goals and retain focus in a project. Who provides this role is a question without a 

definitive answer. The issue of whether leadership is better provided permanently by 

an individual or an NGO or distributed from project to project also remains.  

 

Another recurrent theme was foreign experience with and examples of how to 

facilitate and maintain relationships between government and business – or ‘public 

private partnerships’ (PPPs). How can the various cultures of business, NGO, and 

government organizations be fruitfully linked when they often have such different 

reasons for existence, structures, and modes of operating?  

 

Developing partnerships between the state and private enterprise can be complicated 

in places where the state has been or remains the largest employer, and the 

challenging transition to private employment is recent or ongoing. In these cases, 

regional alliances can often be useful, for example, among the chamber of commerce, 

industry association, and employment organizations. These groups can work together 

to ensure labour supply meets labour demand. There are a number of international 

examples such as in Mozambique or Sri Lanka, in which local departments of trade 

and industry organizations meet together in forums to identify what hindrances exist 

to doing business effectively. These concerns are then discussed informally with 

government, which serves as an important step to successfully implementing LED 

projects as it promotes good dialogue and communication.  

 

An example of a successful public-private partnership from New Zealand is the 

Industry Training Organisations in which private employer bodies set certain 

standards for vocational training and receive government funding to arrange training 

for their respective sectors. In this way, the partnership ensures that there is strong 

support from business via employer ownership, and the government is assured that 

public money is being spent on training that will lead to jobs creation and 

employment opportunities. 

 

PPPs can sometimes be difficult as they usually involve public scrutiny, and business 
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often prefers not to operate in the public spotlight. Feedback from the US suggests 

that the state can partner with business by funding an NGO to operate privately, so 

that it can deal with businesses without this public scrutiny. This of course raises a 

number of associated issues such as accountability and transparency in public 

expenditure.  

 

� 2.2.2 Driven by local demand 

 

An important point was the necessity of ensuring that LED projects were demand 

rather than supply driven. This links with the importance of ensuring that local needs 

are assessed via an alliance of stakeholders, as discussed earlier, and are met via 

adjustments in the supply side, that is, through training and skills in schools and 

vocational training institutions, among others.  

 

For example, in Ningxia, a ‘Full Employment Community’ approach has been 

developed, the purpose of which is to use the community as the basic lever for finding 

potential employment opportunities, based on the local situation. This kind of 

approach could be further investigated for possible replication elsewhere. 

 

� 2.2.3 More than just economic growth 

 

While the presentations from the overseas experts focused on how to foster economic 

growth and create jobs, the Chinese delegates wanted assurance that the outcomes of 

LED would be decent work that promoted wellbeing and a harmonious society. In 

order for the assumed relationship between economic growth and decent work to 

actually lead to an improvement in people’s lives, the emphasis should be on 

developing the capacity of a local area rather than merely promoting entrepreneurship 

or grooming it to be attractive for direct investment, and ensuring that the 

opportunities generated by LED were available to those who needed them most. 

 

Seminar participants discussed how to ensure that opportunities generated by 

economic development are made available to marginalised groups. Experiences from 

France, New Zealand and the US were used to illustrate some responses to the issue 

of how to encourage and facilitate the social and economic participation of 

marginalised groups such as elderly people. In France, efforts were made to allow 

older people to work part-time, utilise the experience of older workers in training and 

mentoring younger workers, and develop community services in which they can play 

an active role. It was noted that this approach does run the risk of leading to a ‘circle 

of marginalisation’ in which people with outdated skills and abilities are left with the 

responsibility of assisting people who may need more assistance than they can offer.  

 

New Zealand’s policy can be considered to be quite successful in facilitating and 

encouraging older workers into employment. OECD country experience in the 1980s 

and 1990s often encouraged early retirement so that in times of high unemployment 

older workers could make way for younger people.  These systems can cause 

problems due to older workers exiting the labour market at a time of labour and skills 
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shortages. In New Zealand the age of eligibility for the National Pension scheme was 

raised to 65 to relieve fiscal pressures, and human rights legislation prohibits any 

discrimination on the basis of age.  There are now no longer any forced retirements. 

Indeed, the current situation of skills shortages creates an advantage for older workers 

with their experience and loyalty, so that retraining them into new technologies and 

keeping them in the workforce is often considered a very viable option. 

 

In the US, the policy of retraining older workers has not been as successful as in New 

Zealand – experience suggests that they do not respond particularly well to re-training. 

The idea of subsidised work is currently being explored, as although older workers’ 

marginal product may be less, it is considered more beneficial to society in general if 

they are working. 

 

It was also noted that the great majority (the figure is estimated at around 95%) of 

employment opportunities that are generated are in the ‘informal sector’ which means 

that people who take those jobs have no access to social security. The importance of 

ensuring growth and development and employment generation lead to quality 

opportunities, not just increased numbers of jobs, was underlined. The question of 

how to raise the quality of the informal sector, or ensure new jobs are within the 

formal sector, was also raised. 

 

Based on the understanding in France that the informal sector is made up of people 

who prefer not to pay taxes from their income, informal-sector workers were 

encouraged to move to the formal sector by means of a system of vouchers that made 

it more economically worthwhile to declare income earned. In New Zealand, the 

challenge of tax revenue being lost because of the informal sector was substantially 

addressed by the goods and services tax (GST) being levied on all economic 

transactions. In the US, the informal sector is relatively small, but the ‘contingent’ 

workforce appears to be on the increase – for example, people who work part time 

and therefore do not receive benefits such as health care and pensions. Finding 

solutions to this is difficult, particularly as employers prefer the flexibility and lower 

cost of employing part-time workers.  

 

The question of how to manage the challenge of rural migrants was also raised. This 

issue was not discussed at length, however US experience suggests that developing 

the tertiary industry sector, such as service staff in restaurants etc, can attract people to 

rural areas and to some degree help with the challenges of rural migration. Whether 

this approach would be viable in the Chinese context remains to be demonstrated.  

 

2.3 Evaluating and replicating an LED project. 

 

� 2.3.1 Monitoring and evaluation 

How can you really measure economic development, and what social change it 

engenders? This question is further complicated by the difference between high-level 

national goals, and local contexts. The difficulty of balancing the need for standard 

and comparable outcomes, often provided by national-level goals, with the necessity 
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for flexibility at the local level and realistic targets, was underlined during the 

discussions.   

 

New Zealand has some experience in balancing the apparently conflicting demands of 

the general and the local. New Zealand’s approach to developing target indicators for 

employment creation at the local level is to set the targets and goals for the PES at the 

national level, but allow the regions considerable flexibility in the utilization of their 

resources to deliver the services. For example, some local areas might consider 

implementing more training programmes to be more effective, whereas others might 

decide to develop more partnerships with industry groups. The outcome is 

considerable variation in policies from region to region, but with comparable 

measurements of results. 

 

The USA’s ‘Baldridge Principles’ of performance monitoring (as Randall W. Eberts 

mentioned in his presentation3) have both formal and informal elements. The formal 

elements include the three measures of workforce performance mandated by the 

Federal Government Department of Labor. They are: interred employment, that is, 

which people actually get the jobs; retention rates; and level of earnings.  These 

three measures recently became the common measures for other government 

departments as well. The informal elements of the Baldridge Principles of 

performance monitoring involve incorporating the formal elements with other factors, 

for example, performance in education. This can involve what is known as 

‘credentialing’, or asking about how many young people receive diplomas or other 

certificates after going through the training programmes. While this approach has 

many benefits, it can lead to challenges regarding the politicization of some of the 

results, for example, counting how many jobs were created in the community without 

concern for quality and long term sustainability. 

 

The USA’s system of Workforce Investment Boards (WIBs, see page 2 of Randall W. 

Eberts’ presentation in Attachment B) is one in which the federal government sets 

goals which are imposed on the states, and then in turn imposed on the WIBs. This 

results in goals which are rigid and top-down, without sufficient basis in what might 

be possible at the local level. While there is some room for flexibility and negotiation, 

it can mean that many local areas do not take the goals seriously as measures of 

performance improvement. Instead, they tend to rather count outputs. The lesson from 

this experience is that unrealistic national-level goals lead to false outcomes. The 

issue remains of how to have both realistic and comparable performance management 

systems. 

 

When developing ‘scorecards’ to measure performance, North American experience 

suggests that it is important to consider local circumstances, which can vary 

depending on the sophistication and capacity of the community. However, scorecards 

                                                        
3 Randall W. Eberts’ reference to the Baldridge Principles is not included in the presentation paper. In 
sum they provide guidelines on how to manage for innovation, based on the notion that what may have 
worked in the past cannot be relied on to work in the future. They instead insist on concrete measures 
and robust evaluation to ensure progress is following stated goals. 
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must be sure to measure relevant variables, and not merely ‘faddish’ ones. For 

example, it is doubtful whether one case in which the number of bicycle paths built 

was considered an indicator of job creation as it implied increased quality of life and 

increased wealth caused by more employment opportunities. Rather, scorecards must 

ask how certain key factors relate to what can be considered as four key measures of 

growth.4  

 

In sum, ILO and OECD experience all suggest that good performance measures that 

are comparable at macro-level, but are also accurate, representative and flexible at 

local level are essential. It is important that indicators are designed to measure 

qualitative results like degree of economic development and not just quantitative 

changes, like workforce participation rates. 

 

� 2.3.2 Replication 

 

The power of trialling, evaluating and replicating policies via small pilot programmes 

in China should not be underestimated. A well-monitored small-scale intervention is 

extremely useful in terms of future replication and upscaling to a larger, perhaps 

national, level. Indeed, the old Chinese saying that you “cross the river by feeling for 

stones” is very applicable, meaning in this case that specific and well-targeted small 

initiatives may be the best entry point for LED in China. 

 

3.   Areas for future focus  

 

The overall impression from this seminar is that planning and implementing 

successful LED in China is likely to require elements that have not been tried before. 

The political, administrative, civil, social and economic landscape is not only different 

to that of most other countries, it is also not by any means consistent within and 

across China itself.  

 

The ILO’s approach to LED is characterised by some key characteristics, including 

being area based; focusing on identifying competitive advantages and building local 

capacities; being locally owned and managed; and being founded on participatory 

principles.  Most of these key characteristics rely on a certain political and 

administrative structure, and particular kinds of relationships between government 

and civil society. These scenarios may not be an accurate reflection of the situation in 

much of rural China.  

 

This LED seminar raised a range of questions that begin to indicate these 

complexities. One of the most important next steps, then, is to try and address these 

issues and find answers to these questions. However, the vast differences within China 

as mentioned above mean that perhaps these questions have to be answered on a case 

by case basis, and that no single approach will be appropriate across the board. 

                                                        
4 Randall W. Eberts referred to these ‘four key measures of growth’ but they are not included in his 
presentation materials. Other work by Eberts refers to them as being: gross regional output; 
employment; productivity; and per capita income. 
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Attachment A – Final Programme 
 

DESIGNING EFFECTIVE EMPLOYMENT STRATEGIES 
THROUGH LOCAL ECONOMIC DEVELOPMENT IN CHINA: 

POLICY AND GOVERNANCE ISSUES 
 
Seminar organized by the Ministry of Labour and Social Security (MOLSS) of China 

in collaboration with the ILO and the OECD LEED Programme  
 

1. Background 
 
Central to Local Economic Development (LED) is the concern for the creation of decent work. 
Decent work is recognised as productive work that delivers a fair income, provides social 
protection, and entails the freedom for people to organise and express their concerns. Thus, 
the LED approach emphasises concerns for both economic and social development, and 
highlights opportunities for each to reinforce the other. In the economic dimension, LED 
provides communities with the means to identify new opportunities to create jobs and income. 
To take advantage of identified opportunities, enterprise and skills development should be 
supported to enhance productivity and local companies’ competitiveness. The positive link 
between productivity and competitiveness of firms is emphasized on the one hand, and job 
quality on the other hand. In the social dimension, LED provides opportunities to correct social 
inequities and injustices. LED offers several entry points to address labour standards, 
non-discrimination, workers’ rights and social dialogue as main pillars of decent work. These 
activities for social regeneration foster the conditions in which business can flourish. In 
general, there is a broad consensus among academics and practitioners on the key 
characteristics of LED, which are explicated in the following paragraphs. 
 

• LED is set within a territory that is defined by geographic, cultural, economic or 
administrative borders. The local scope provides the advantage of frequent social, 
economic and political interaction among local stakeholders who possess a superior 
knowledge of the needs and resources of their locality. 

 

• LED builds on competitive advantages of the defined territory. It is a strategic 
approach that targets sectors with economic potential. To realise this potential, the 
economic radius is not limited to local markets and resources. LED takes advantage of 
outside growth opportunities and links the local economy to national and global value 
chains and markets. 

• LED is a participatory approach to development. A wide cross-section of local 
stakeholders work together alongside with regional and national governments to 
realise a locality’s economic potential. 

 

• LED is a locally owned and managed process. Supporting agencies act as 
facilitators responding to local demand. In many cases, external agencies sensitise, 
guide, support and build capacity within local communities, so that they are better able 
to take control and manage their development efforts. 

 
LED initiatives proceed in most cases from an assessment of local needs and opportunities. 
This assessment results in a LED strategy that provides a framework and logic for programme 
spending and the necessary actions. Meeting local preferences, objectives, and the resources 
available, a wide range of actions may be undertaken based on the strategy. These actions 
typically include the improvement of local company competitiveness and exports, the 
stimulation of entrepreneurship and new business creation, the attraction of inward investment 
and tourism, the improvement of skills and knowledge, the reduction of social exclusion, the 
improvement of physical and financial infrastructure and the strengthening the institutional 
framework of the area. 
 
Labour market policy and training are central tools to foster LED. To prosper in a global, 
knowledge-based economy, localities and regions need to attract, nurture and retain skilled 
workers, and at the same time to upgrade the skills of the low-qualified workers to fuel growth 
in the segments of the industry with the highest value added. Labour market policies should 
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have a strong demand dimension in which labour market information and training should be 
geared to meet the needs of local business, while balancing the needs of labour for decent 
jobs. There must be a strong co-ordination between labour market policy and economic 
development activities as well as efficient links with the local business community and training 
organisations. Labour market policy and training need to be shaped not only at national level 
but also at local and regional levels, within the framework of employment and skills strategies 
that are consistent with wider sustainable economic development objectives. 
 
Labour market policy is weakly prepared to face these challenges in many countries. Often 
policy is centrally managed and does not give enough leeway to match local conditions and 
support local initiatives. The governance of employment and skills is complex. While a 
common reflex is to decentralise policy, devolution to lower levels of government is not always 
the best way to approach the problem. International experience shows that a mix of 
co-ordination mechanisms, additional flexibility in the management of certain programmes and 
partnership structures can better help tackle the new challenges that are offered. What is also 
critical is that regional and local officers acquire the capacity and skills to take a more strategic 
approach to labour market policy. Nevertheless, local governments often lack capacity to 
design and implement strategies for local economic development. The same applies for 
stakeholders from the private sector and civil society. They often lack experience in organising 
and voicing their interests efficiently. 
 
It is critical to make progress on these aspects in China currently. The labour market offers 
important challenges: a large and constant outflow of labour from the rural to the urban regions; 
a mismatch of skills in fast-developing areas; and widening regional disparities. It is urgent to 
upgrade the skills of the low-qualified workers to match current requirements, to plan training 
activities in accordance with changing local business needs and to foster endogenous 
development, innovation and entrepreneurship in rural regions.  Stronger local capacities, 
new forms of governance and more flexibility in the management of programmes are required 
to generate the local initiatives that are needed in China today. 
 
2. Objective of the seminar 
 
There is a large body of experience on the local management of employment and training in 
the ILO and the OECD that can be tapped into to help identify the best ways to make progress 
in promoting local employment initiatives in China. It will be the purpose of this seminar to look 
at some of this experience and extract useful lessons that can be applicable to the Chinese 
context. The seminar will seek to enhance the capacity of labour market policy to address the 
geographical dimension of employment, skills and economic development. The Ministry of 
Labour and Social Security would like to take this seminar as an opportunity to invite the 
representatives from local governments, civil society and private sector to support their 
initiatives in launching the LED practices. 
 
3. Time and venue 
 
Time: 26 April 2007 
Venue: Landmark Hotel, Beijing 
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4. Seminar Agenda 
 

9:00-9:30 Registration  

 Chair (morning session): MOLSS 

9:00-9:15 Opening remarks MOLSS (to be confirmed) 

9:15-10:00 Keynote presentations 
 
The Governance of Employment and Skills  
in a Globalised Economy 
 
 
 
The relevance of LED today & the ILO approach 
to LED 

 
 
Sylvain Giguère, Deputy 
Head, Local Economic and 
Employment Development 
(LEED), OECD 
 
Jens Dyring Christensen, 
EMP/LED, ILO, Geneva 

 Break  

10:20-12:30 International experiences: case studies 
 

 The challenge of local co-ordination in a 
multi-level governance framework: the case of 
the United States 

Randall Eberts, Executive 
Director, W. E. Upjohn 
Institute for Employment 
Research 
 

 From Regional Development to Local 
Employment: The French Case 

Xavier Greffe, Professor, 
University of Paris I 
(Sorbonne) 
 

 Break  

 Skill Strategies for Competitiveness: The New 
Zealand Experience  

Paul Barker, Manager, 
Labour Market Dynamics, 
Department of Labour, New 
Zealand 
 

 Discussion  

12:30-14:00 Lunch  

 Chair (afternoon session) 
 

OECD 

14:00-15:30 Experimenting with local initiatives in China: the case of employment 
promotion project 

 Development of employment promotion policies 
in China since 1990s (tentative) 

Wang Wenduo,  Director, 
Training and Employment 
Department, MOLSS 

 Employment creation through broader 
participation (tentative)  

Yin Manxue, Deputy 
Director, Labour Relations 
Research Division, Institute 
for Labour Studies, MOLSS 

 Employment Promotion Initiatives in China (1): 
Adapting Incremental Approaches to LED 
 
 
Employment Promotion Initiatives in China (2): 
The outline of planned LED initiatives in 
Chongqing 

Satoshi Sasaki, Specialist 
on Enterprise Development 
and Job Creation, ILO 
Beijing 
Lily Wang, Sr. Social Policy 
Manager, Lafarge, China 

 Discussion  

15:30-15:50 Break  

15:50-17:00 Drawing the lessons 

 Comment by a panel of Chinese experts on the case studies and questions for 
discussion to the ILO and OECD delegation 

 Feedback from the ILO and OECD delegation 

17:00-17:30 Conclusion MOLSS 
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 OECD 
ILO 

 
5. Participants 
 
The Chinese Government 
Mr. Duan Dongwen, Deputy Director, Multi-bilateral Division, International Cooperation Dept, 
MOLSS 
Mr. Yin Jiankun, Director, Training and Employment Department, MOLSS 
Mr. Bi Jieli, Secretary General, China Association of Staff and Workers Education and 
Vocational Training 
Mr. Mu Jun, Director, China Association of Staff and Workers Education and Vocational 
Training 
Mr. Mo Rong, Deputy Director General, Institute for Labour Studies, MOLSS  
Ms. Yin Manxue, Deputy Director, Labour Relations Research Division, Institute for Labour 
Studies, MOLSS 
Ms. Go Man, Professor, Capital University of Economics and Trade 
 
LED stakeholders of the follow-up activities 
Mr. Ping Jianzhong, Director , Ningxia Employment Bureau. 
Municipality of Chongqing (to be finalized) 
Jiangjin County (to be finalized) 
Ms. Gabrielle Harris, Executive Director, Planet Finance, Beijing 
Ms. Allison Spector, PlaNet Finance, Beijing 
Ms. Lily Wang, Sr. Social Policy Manager, Lafarge, Beijing 
Mr. Toby Littlewood, HR Consultant, Lafarge, Beijing 
 
OECD 
Mr. Sylvain Giguère, Deputy Head, LEED, OECD 
Mr. Randall Eberts, Executive Director, W. E. Upjohn Institute for Employment Research 
Mr. Xavier Greffe, Professor, University of Paris I (Sorbonne) 
Mr. Paul Barker, Manager, Labour Market Dynamics, Department of Labour, New Zealand 
 
ILO 
Mr. Jens Dyring Christensen, EMP/LED, Geneva 
Mr. Satoshi Sasaki, Specialist on Enterprise Development and Job Creation, Beijing 
Mr. Baoshan Deng, International Training Expert, SIYB China Project, Beijing 
Ms. Qun Huang, Programme Officer, Beijing 
Ms. Merriden Varrall, Youth Ambassador, Beijing 
 
6. Follow-up activities at the local level 
 
After the completion of the seminar, the LED introductory activities will be organized in 2007 in 
the selected localities in Ningxia Autonomous Region and Chongqing, including the following 
activities: 
 

1) Identification of potential economic activities 
2) Formulation of stakeholders forum 
3) Implementation of entry point projects 

 
The selected localities are encouraged to mobilize their own financial resources to organize 
these activities. The ILO will provide the selected localities with technical tools and advisory 
services. 
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THE GOVERNANCE OF EMPLOYMENT AND SKILLS 

IN A GLOBALISED ECONOMY 

 

By Sylvain Giguère, OECD 

The role and importance of labour market policy is evolving. Once it was mainly the focus of 
attention for national authorities. However, today a great number of stakeholders from 
different fields nurture expectations regarding the orientation and implementation of 
employment and training programmes. In our globalised economies, labour market policy is 
of increasing relevance to a wide range of issues. 

Traditionally, the two main goals of labour market policy have been to ensure that labour 
markets function efficiently; and to stimulate labour productivity. In this way labour market 
policy and training policy have become important instruments in the support of economic 
growth and the fight against unemployment while also helping to keep inflation pressures low. 
To achieve these goals, programmes are implemented with the aim of facilitating labour 
market adjustment by matching job-seekers with vacancies, by promoting mobility, and by 
developing the employability of workers.  

But the role that labour market policy and vocational training play in promoting economic 
competitiveness and development can go beyond this. In a knowledge-based economy, human 
resources have a direct impact on the capacity of business to react to changes in the economic 
environment and to respond to new opportunities. In order to seize possibilities of enhanced 
economic development, localities and regions must compete to attract and retain businesses 
drawing on local assets and resources. Labour market policy can make a central contribution 
to this process, as the local labour pool is now one of a region’s most important assets – in 
terms of ideas, innovations, skills, talents, specialisations, culture, methods and approaches to 
work. 

As a consequence, labour market issues are increasingly at the heart of the economic 
development strategies being formulated by localities and regions.  

Human resources and the local drivers of growth 

Human resources have relevance for several drivers of local growth. This section will review 
the impact of human resources on four drivers in particular: skills, innovation, 
entrepreneurship and social cohesion. 

Skills. The most obvious linkage between human resources and local growth is the quantity 
and quality of skills in a local economy. To prosper, local businesses need a pool of skilled 
and diversified labour in their sectors, and rely on the capacity of local education systems to 
provide appropriate graduates. To achieve this, vocational training institutions must adapt 
their technical curricula to the changing needs of local industry. However, in order to 
maximise the skills available in the local labour force, labour market and training institutions 
need not only to focus on youth but also on low-skilled workers and those who have been 
made redundant by the downsizing and closure of local enterprises. The shift from low-tech to 
high-tech industries requires an equivalent capacity to adapt the labour force to changing 
needs. It is estimated that by 2010 almost half of the net additional jobs created in the 
European Union will require people with tertiary-level education; just under 40 % will require 
education beyond high school and only 15 % basic schooling (Tessaring & Wannan, 2004). In 
such a context, older members of the population with less schooling face a sharp learning 
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curve in order to remain employable.  In regions where demographic change is reducing the 
overall pool of potential workers, local policy makers may also need to think about attracting 
new talent through immigration to the region, from elsewhere in the country or from abroad.  

Innovation. Innovation can take various forms, from new product design to new production 
processes. Normally innovation is itself the result of a process, consisting of three distinct 
phases: the generation of knowledge; the sharing and distribution of that knowledge among 
potential users; and the application of new knowledge to product development, whereby it 
translates into a new business activity or the regeneration of existing activities. These phases 
are controlled by different factors. The generation of knowledge depends on the research 
capacities of educational institutions, the R&D activities of enterprises, and the level of 
human capital involved, while distribution and application rely on the effectiveness with 
which education, research, business and training organisations and networks co-function. 

Thus for localities and regions, fostering innovation means: i) building a knowledge base, i.e. 
encouraging research activities and attracting enterprises with advanced technology as well as 
talented researchers and students; and ii) facilitating co-operation and co-ordination between 
organisations responsible for research production, distribution and exploitation activities. One 
of the main ways to build a knowledge base is to attract talented researchers. Attracting 
qualified researchers and students depends on a variety of factors, such as the quality of the 
region’s higher education institutions and regional quality of life. Local government can 
provide grants, scholarships, tax breaks, facilitated immigration procedures and repatriation 
schemes as incentives to settle in their region. 

Entrepreneurship. The education system can play a significant role in fostering 
entrepreneurship. Local entrepreneurship programmes run within elementary and secondary 
schools have shown a high capacity to contribute to the development of aptitudes associated 
with successful entrepreneurs. Higher education institutions also have a role to play in 
encouraging a culture of entrepreneurship and the development of entrepreneurial skills. 
Many have developed specialised education methods that include hands-on training, creativity 
techniques, case studies, communication training, inter-personal skills development, team 
working, teaching by entrepreneurs, role playing, practice firms and business plan 
development. In addition, they use a variety of strategies, mechanisms and instruments to 
promote knowledge transfer. Typical support measures for knowledge transfer to the local 
SME sector include technology transfer offices and brokers, science parks and incubators, the 
creation of new firms from university research activities (academic spin-offs), work-related 
training and business training (OECD, 2007 forthcoming).   

Social cohesion. The overarching concept of social cohesion is a critical aspect of quality of 
life, which is in turn conducive to a good business climate that attracts capital and talent. 
Social cohesion in part relates to the capacity to integrate disadvantaged individuals and 
minority groups into the labour market and facilitate their participation in the local 
development of prosperity. The more a local economy succeeds in bringing the people most 
remote from the labour market into the productive economy through decent jobs, the more it 
helps the development of a cohesive society. Skills upgrading of the unemployed and those 
recently in work is thus a particularly important element of the vocational training system. 
Both labour market policy and vocational training system must also be able to translate the 
most dynamic segments of the labour demand into opportunities for the more disadvantaged 
people on the labour market. 

Thus labour market policy and training are policies that can shape the future of our local 
economies in a fast-changing environment. Their local impact comes in addition to their 
national impact on labour productivity and economic growth through more efficient markets. 
However local growth and cohesion cannot be achieved by promoting employability and 
mobility alone. At local level, labour market policy must play a number of different roles, all 
critical to spurring growth and prosperity. Achieving this breath of involvement and influence 
is not an easy process however.  
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Labour market policy from a local perspective 

Local and regional stakeholders often look at human resource issues through the prism of 
their wider economic development strategies. Labour market policy and training should 
ideally help such actors to pursue their strategies but in many cases, obstacles stand in the way. 
The management of human resources development is often hampered by a number of 
deficiencies and governance problems which prevent it from being able to contribute 
effectively to the pursuit of local strategic objectives.  

One of these obstacles is the fact that skills needs change constantly, and at a pace that is 
difficult for local training institutions to follow. Firms settle in a locality and can leave rapidly 
if they do not find the pool of skilled labour force they need. Municipalities, regional 
governments and economic development agencies often mediate between enterprises and the 
training institutions involved. But curricula are not easy to change and programmes take time 
to establish. Institutions also have a duty to take into account demands from the local student 
population. It is not easy therefore to adapt vocational training to business needs. 

Another difficulty arises from the lack of interrelation between the various different decisions 
taken by local actors. The trade offs between different policy decisions are rarely fully 
discussed let alone addressed. For example, decisions to attract talent and labour from abroad 
are not independent from the decision to integrate disadvantaged workers into the training 
system, or to recycle or upgrade the skills of the low-qualified. Each option has a resource 
cost, which is relevant to the policy decisions being taken in other areas. When employment 
services, local government services and vocational training services are not co-ordinated, the 
wider impact of decisions can go unconsidered and discrepancies can appear between local 
policies and actions. 

Too often there is a complete separation between economic development and human resource 
development at local level. Different strategies are pursued involving different actors and 
often in contradiction with one another. Employment and skills are often managed in a labour 
supply perspective while economic development is run from demand point of view. To make 
this situation more complicated, each of these policy areas is often itself relatively fragmented 
with several organisations being involved in local decision-making. Employer organisations 
and chambers of commerce are often responsible for recruiting labour force abroad on behalf 
of their members, for example, while vocational training organisations or employment 
services may not be aware of their actions.  

Finally, in order to foster economic growth, strategies for human resource development need 
to take the long view, and also a certain amount of risk. To plan ahead, policy makers need to 
make an informed guess as to the potential growth areas at the local level which will provide 
employment opportunities for tomorrow’s generation of school and college leavers. This 
approach is not always compatible with concerns associated with annual work plans and 
electors’ mandates, or with the desire to conform as much as possible to the broad goals of 
mainstream funding programmes.   

In order for labour market policy and training to play a meaningful role in the fostering of 
economic competitiveness and development at local level, there are thus many challenges 
ahead. Better coordination is imperative in a globalised economy where business needs a pool 
of skilled labour force, where skills and innovation are the two sides of the same coin, and 
where capital follows the quality of human resources. Labour market policy and training 
needs to have a strong demand dimension in which labour market information and training 
are geared to meet the needs of local business, while balancing the needs of local people for 
decent jobs. There must be a strong co-ordination between labour market policy and 
economic development activities as well as efficient links with the local business community 
and with training organisations. And actions pertinent to skills and employment at the local 
level need to be organised around consistent strategies which give priority to areas of local 
opportunity and take a sustainable longer term view. 

In sum labour market policy and training need to be shaped not only at the national level but 
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also at the local and regional levels, within the framework of employment and skills strategies 
that are consistent with wider sustainable economic development objectives. How can labour 
market policy and training meet those requirements? How can labour market policy and 
training be implemented in a way which reconciles national policy goals and local concerns? 

Reforming institutional structures 

Several OECD governments have undertaken to change the way labour market policy and 
vocational training policies are managed in order to better meet the above objectives. A wide 
range of experiences exist that can be drawn upon to learn the most appropriate method for 
adapting labour market policy and vocational training to new priorities. These experiences 
can be grouped in two categories: those relating to policy decentralisation and those relating 
to the development of partnerships.  

Decentralisation 

Labour market policy is often centralised in order to ensure that national policy goals are met. 
Accordingly it often does not allow a great deal of leeway for responding to local conditions 
and supporting local initiatives. Decentralisation is seen as one way to tackle this problem. In 
the 90s, several countries undertook to decentralise labour market policy to ensure that it 
would be designed and implemented closer to the level at which strategies for economic 
development are defined and social demands expressed.  

Two forms of decentralisation have been the subject of experiment in labour market policy: 
devolution to regional government; and administrative decentralisation within the PES 
(Giguère, 2003).  

Devolution. A popular form of decentralisation involves the devolution to regional 
governments of powers to design and implement policies. The central government usually 
remains responsible for the broad policy framework, the main orientation of policies, and 
funding. Some federal countries provide examples of this form of decentralisation – Belgium, 
Canada and Mexico – as do unitary states, such as Italy and Spain. Canada has pioneered 
devolution in an asymmetric fashion, giving more powers to some regions according to their 
administrative capacity and willingness to take on responsibility. Devolution has also been 
negotiated on a case-by-case basis between the central government and the regions in Italy 
and Spain. Other federal states, such as Switzerland and the United States, have traditionally 
shared the powers more equally between different layers of government.   

Decentralisation within the PES. A second form of decentralisation occurs within the 
framework of an integrated, country-wide PES, where some degree of autonomy in 
implementing policies and designing programmes is granted to regional or local officers. 
These officers act in accordance with guidelines or within a policy framework established at 
national level. This is often the case when the PES is managed in a tripartite fashion, with 
trade unions and employer organisations protecting the interests of their members at both 
national and regional level. Austria and Denmark are examples of this form of 
decentralisation. 

The impact of these reforms on the harmonisation of central and local goals is mixed. 
Devolution would appear to offer significant flexibility in the management of labour market 
policies, however in reality that is often not fully realised. Not only does central government 
usually remain responsible for a large share of the power (e.g. orientations, funding), but the 
recipients of the delegated powers are often very large regions, for which the local-level 
concerns remain equally remote. In addition, the funding transferred to the regions can 
represent a large sum of money, and there are frequently political and administrative pressures 
to centralise spending powers in the regions with a view to preserving efficiency and 
accountability. Indeed, cases have been reported of decision-making power being removed 
from the local level within the context of devolution and transferred to regional headquarters 
(OECD, 1998a). Accountability and efficiency concerns also tend to limit the scope of joint 
planning exercises that involve other public organisations, business and civil society.  
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In the second, “integrated PES” model of decentralisation, all chains of command report to 
one decision-making body. The main determinant of flexibility in policy management in this 
case lies within the performance management system, and more particularly with the targeting 
mechanism. It is a typical management-by-objectives framework: broad policy orientations 
and funding are provided at the national level, while local officers are free to vary the use of 
the different measures available provided that they meet the targets set for a series of outputs 
(e.g. job placements, referrals to various programmes, number of people trained). These 
aspects are broken down into categories of users – the unemployed, the long-term 
unemployed, social assistance recipients, women, youths, ethnic minorities, etc. Performance 
monitoring ensures that progress is made with respect to those targets. 

The actual degree of flexibility in such a decentralised framework depends largely on how 
and by whom the targets are fixed. Are targets set unilaterally at national level? Are they 
negotiated with the regional and local offices? Is there any role for other government 
departments, social partners or other local stakeholders in establishing them? Are cross-sector 
targets established with other policy areas, for example vocational training and regional 
development? The methods for targeting measures vary significantly across countries. In 
decentralised PESs, regions usually have a say regarding the annual targets although the 
actual bargaining power depends on a number of factors, including budget constraints at 
national level. Only in very rare cases does this “bargaining process” extend to the local level.  

Within this type of system, the flexibility provided is often insufficient to have an impact on 
the degree of co-ordination and adaptation of policies. In many countries the performance of 
public services is managed in such a way as to maximise output-based efficiency and civil 
servants are sometimes put in direct competition with private service providers, generating 
“creaming” effects whereby only the easiest cases are treated. This favours a narrow approach 
to implementation over a longer term strategic approach.  

Indeed it has become fashionable to introduce market mechanisms in service delivery and to 
delegate responsibility to non-public actors for part or all of the services to be delivered, as in 
Australia and the Netherlands. In this system, private and non-profit providers often pursue 
well-specified targets and report on the results obtained in a format agreed by both parties, 
thereby preserving the accountability chain. Financial incentives to meet targets may 
stimulate problem solving and a more entrepreneurial approach. However, harmonising policy 
goals goes beyond the service delivery aspect: it concerns strategic dimensions as well. 
Delegating service delivery cannot really play a significant role in this respect. 

Partnerships  

Various forms of partnerships between the employment services and other stakeholders have 
been experimented with in the last few decades in order to better harmonise national and local 
policy goals. Partnerships were first recognised some twenty-five years ago as a promising 
way of helping local communities to solve problems specific to their region. In response to 
growing pressures, local authorities, private companies and civil society organisations set 
about finding new ways to promote economic and social development at local level. 
Partnerships were proposed as a way of mobilising resources and achieving the biggest 
possible impact, and they helped to provide an answer to crisis situations such as factory 
closures and the problems of disadvantaged areas.  Partnerships were therefore a frequent 
feature of local employment and economic development initiatives in the late 1970s and the 
1980s. 

The public authorities very soon recognised the benefits of these initiatives, incorporating 
partnerships in policy intervention frameworks in various ways.  In Canada, the Community 
Future Development Programme was set up back in 1986 to help local communities achieve 
lasting economic independence through partnership activities.  In Europe, the first pilot 
experiments with partnerships took place in Ireland in 1991, with the government initially 
setting up 12 to combat long-term unemployment, later extended to 38 (in 1995) and then, 
following a recent policy decision, to 60 or 70 in order to cover the whole country. The 
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European Union has in the meantime come to consider partnerships as a way of facilitating 
measures to combat unemployment and reducing development disparities. The partnership 
principle governs a large proportion of interventions within the European Structural Funds, 
and more specifically in relation to employment, the EU has provided special financial 
assistance from 1997 to 1999 for a series of ‘territorial employment pacts’, which are still in 
operation in a number of EU countries and regions, and especially in Austria, Finland, France, 
Greece, Ireland, Italy and Spain. 

Area-based partnerships mainly pursue missions of social cohesion and employment and 
skills development. In some instances they also work to identify endogenous development 
opportunities and contribute to the development of entrepreneurship. They maintain close 
contacts with local authorities, community representatives and civil servants, and typically 
cover sub-regional or local territories. OECD (2001a) has demonstrated that their principal 
impact is to stimulate the uptake of public programmes that can help local actors to move 
forward on their own local agendas, assisting in furthering local development, and connecting 
local initiatives with government programmes. Their close relationship with the local 
community can also allow partnerships to identify new productive activities that bring 
difficult target groups back into the labour market.  

However, overall, partnerships have a poor track record in harmonising labour market policy 
goals with local concerns. National policy goals and targets are often not negotiable at local 
level and thus any partnerships initiative is likely to have only a marginal effect on how 
labour market policy is implemented. Education and training are often also very much 
centralised and, as identified above, slow to adapt to emerging local concerns. Co-ordination 
of labour market policy with other policy areas is also a considerable challenge for 
partnerships. Rarely has more than one government department been actively involved in a 
strategic planning process led by a partnership; sometimes parallel strategic planning 
processes are run at regional level by different sectoral departments. 

Attempts to co-ordinate employment and social issues have met with some success in the case 
of workforce investment boards (United States) and sub-regional employment committees 
(Flanders). These partnerships take the form of evolved tripartite bodies tasked with the 
co-ordination of labour market policies. Some of these labour market councils, traditionally 
grouping business, trade unions and public service representatives locally or regionally, have 
been enlarged and strengthened to play a more significant role in policy and governance. Yet 
the economic development actions of these bodies have remained weak despite significant 
business participation. In the United States, partnerships for economic development have in 
many places been established in parallel to the workforce investment boards. In Flanders, a 
new reform has merged the sub-regional employment committees with the more economic 
development-focused district platforms (Streekplatformen) to overcome such a situation, but it 
will be some time before any evaluation can be made of its impact.  

“Regional skills alliances”, burgeoning in the United Kingdom and the United States, also try 
to bridge the gap between economic development and labour market policy. They use skills as 
a focal point for joint planning, business improvement and employment services, with the aim 
of aligning provision and services to meet employer demands and regional and local 
economic needs. The greatest added value provided by such voluntary alliances is to 
encourage an orientation of employment and training activities more in line with the demand 
side of labour. However, regional skills alliances have a relatively narrow focus. Discussions 
taking place in these forums mainly concern the difficulties faced by business in obtaining the 
labour and skills they need. They are not the place for longer-term planning for workforce and 
economic development; which makes it difficult for such partnerships to lead strategic 
processes for broader endogenous development activities, and to be a forum where strategic 
decisions are taken.  

The governance of employment and skills is complex. Neither decentralisation nor 
partnerships appear to provide sufficient answers to the harmonisation of national and local 
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objectives. Overall, the problems of human resource development have not been satisfactorily 
addressed through the transfer of powers to regions; and co-ordination of policies cannot be 
forced at local level. The main reason for this seems to be that the strict performance 
requirements associated with the management of public programmes at local level by and 
large reflect national policy goals. Therefore, a key challenge for the future will be the 
provision of greater flexibility in the management of policies so that they can be better 
adapted to local circumstance and co-ordinated with other initiatives if needed, while 
maintaining full accountability and maximum efficiency in service delivery. Secondly, 
stronger strategic capacity is required at local level to link up programmes, initiatives and 
local stakeholders. 

Learning from case studies 

The importance of combining flexibility in national programmes with the development of 
local strategic capacity can be illustrated by analysing specific labour market issues and the 
ways in which they are governed locally. Two such issues are the upgrading of the skills of 
the low-qualified workers, a specific objective under the broader goal of workforce 
development; and the integration of the immigrants in the labour market, which comes under 
the wider goal of integrating the disadvantaged into work. Theses two topics have been the 
subject of particular attention at the local level in recent years. Both are central concerns for 
governments, but governments have in the most part lacked appropriate national policies for 
addressing them. In the absence of a national approach, local initiatives have been set up to 
fill the gaps.  

Workforce development: Upgrading the skills of the low-qualified    
Skills upgrading has only recently emerged as a government priority in many countries. For 
decades, the attention of policy makers in the industrialised world struggling with 
unemployment was on issues of long and medium-term unemployment. Integration or 
reintegration into the labour market was of chief concern, giving rise to the development of 
job subsidies, training programmes for the unemployed and counselling services. Now, their 
attention is increasingly shifting to upgrading the skills of those already employed. There are 
three main reasons for this (Giguère, 2006a):  

• Skill shortages. Unemployment has reduced in OECD countries and many 
countries are now experiencing skill gaps and shortages: in specific industrial 
sectors, employers cannot find suitably qualified workers. As economies 
restructure and manufacturing businesses relocate their production centres to 
countries with lower labour costs, there is a strong pressure to upgrade the skills 
of low-qualified workers on the domestic market so that they can fill vacancies 
for more qualified jobs and fuel economic growth. A similar situation is also 
arising in some sectors and regions within emerging economies. 

• The need to increase productivity growth. Higher productivity improves the 
position of firms on the global market, attracts inward investment and sustains 
job creation.  Differences in productivity across countries are often explained 
by differences in skills and educational attainment.  The ageing of the 
population makes this dimension all the more important.  The fact that most of 
the workers who will be applying new technologies in the future will also be 
long past their school days calls for more investment in training the adult labour 
force, not just upcoming generations (OECD, 2003).  

• Poverty among working households. The successful reintegration of former 
welfare recipients into entry-level jobs has contributed to the creation of a vast 
category of workers in low-paid employment involving harsh working 
conditions and offering few social benefits. The high incidence of poverty 
among working households suggests that policies emphasising job placement 
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must be supplemented by measures to improve employment retention and 
enhance upward mobility (OECD, 2001b).   

The skills upgrading issue is in principle embedded in the life-long learning process. The 
importance of providing individuals with opportunities for lifelong learning is well recognised 
in OECD economies.  The emphasis on a knowledge-based economy and the need to invest 
in human capital to increase productivity and competitiveness has significantly raised the 
profile of adult vocational training and learning in public policy over the past decade.  

However, the rhetoric about life-long learning seldom translates into targeted programmes for 
low-qualified workers. The low-skilled receive far less training than the high-skilled in the 
OECD. The probability of receiving employer-sponsored training has been estimated to be on 
average 9 percentage points smaller for workers with less than upper secondary education 
than for individuals with a tertiary qualification (OECD, 2003). Both the employer and the 
employee invest too little, due to difficulties in internalising benefits and in linking pay scales 
to productivity.  

To this market failure, a governance failure must be added. Among the low-skilled, those who 
have returned to the labour market after a spell of long-term unemployment or have just 
entered the labour market for the first time have the most obvious needs, as their lack of work 
experience and few credentials mean that they are at risk of not being able to maintain their 
employment and returning onto the unemployment register. The difficulties faced by this 
category of worker have unveiled a gap between the public employment service and the 
vocational training system. Despite the fact that few vocational training resources are 
currently available to support those who are in precarious employment, the PES has 
insufficient resources or no mandate to follow up those who obtain a job.  Lack of 
co-ordination between these two institutions exacerbates not only skills gaps but also the 
unemployment problem.  

Integrating the disadvantaged workers: Immigrants 

Another issue that has reached the top of government priorities recently is the integration of 
immigrants into the labour market. There is much consensus on the fact that immigration is 
healthy for advanced economies. Given the ageing of the population resulting from low birth 
rates, the natural growth of the population in many countries is too low to ensure the 
maintenance of current standards of living in the foreseeable future. A number of sectors of 
the economy are already lacking the labour and the skills they need in order to meet demand. 
Labour is needed to ensure the direct delivery of services to the population, and these 
pressures are bound to increase in line with the changing demand for workers in health 
services and care for the elderly which will accompany demographic change. 

However, integration has become an issue as the labour market situation of immigrants has 
started to deteriorate over the past decade. Immigrants are today relatively more exposed to 
long-term unemployment and social exclusion. Even in countries where migrants have an 
employment rate similar to that of the native population, immigrants are more likely to suffer 
from poorer working conditions and temporary employment. A lack of integration not only 
affects the low skilled but also increasingly the highly skilled, partly reflecting difficulties 
associated with the recognition of qualifications overseas.  What is more, integration 
problems that at first glance seemed to apply only to new waves of immigrants appear also to 
be experienced by second or third generations.  

The problem of integration of migrants, their families and their descendants can be 
assimilated to two governance issues (Giguère, 2006b). The first is the mismatch between 
immigration and integration policies. The second is the multifaceted nature of integration. 

A policy gap. There is a mismatch between immigration and integration policies in many 
countries, with policies to manage immigration rarely being accompanied by strong policies 
to support integration. While most countries provide specialised support to immigrants on 
arrival, particularly language training, after this initial period labour market integration is 
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generally felt to be the responsibility of mainstream labour market policies. Unfortunately 
mainstream labour market programmes do not always significantly help migrants to access 
the labour market. This is due to specific obstacles that migrants face: lack of local referees 
and work experience, lack of knowledge about the value of qualifications, lack of familiarity 
with local social networks, lack of language skills. In addition, certain migrants will have 
failed to see the qualifications obtained in their native country recognised, and find it difficult 
to make the right decisions to adapt their skills to local needs. Employment services, not well 
equipped to assess the value of foreign qualifications and to profile the capacities of the 
migrant, find it difficult to provide the right advice. 

A collective action problem. The second governance problem relates to issues of coordination 
and collective action. Immigrants and their offspring often face multiple barriers to the labour 
market. Solutions require actions to be taken in areas as diverse as education, vocational 
training, economic development, social assistance, health care and security. An integrated 
approach is needed, involving cross-sector policy coordination and strategic planning. In 
particular, when new immigrants and their offspring become concentrated in areas of urban 
deprivation they may face social and economic problems which have become embedded over 
a long period of time. Only an intensive and long term coordinated action will be able to 
address these issues successfully. Yet, this is not an easy task for public policy, which is 
delivered through a complex set of organisations operating at various levels and linked 
through various bilateral mechanisms. Responsibility for immigrant integration theoretically 
falls across several government departments, each often having services that have been 
contracted out and delegated to others, raising a collective action problem. As the gains from 
successful integration are likely to benefit all who are involved, there are limited incentives 
for any one department to take an active role and lead the process. Some agencies may in 
addition be reluctant to get involved in tackling a politically-sensitive issue whose very 
complexity means that it is difficult to highlight immediate positive results. The outcome is 
often a lack of public sector activity, which is obviously suboptimal for society as a whole. 

Lessons from local responses 

What is common to the governance problems undermining the up-skilling of the 
low-qualified and the integration of immigrants and their families is that responses have been 
provided at local level, perhaps because it is here that the strategic importance of these issues 
has been more obvious and felt more urgently. Local initiatives have been taken to fill the 
gaps between access to work and training; others have targeted the multifaceted barriers to the 
labour market encountered by immigrants and the low-skilled.  

Local initiatives are particularly noticeable in the field of labour market integration where 
there are often public and charitable funding streams available through public tendering 
processes. Many different types of local organisation, particularly non-government 
organisations (NGOs), get involved in providing services to those disadvantaged in the labour 
market such as migrants. However such actions are often relatively small scale, linked to a 
limited target group and delivered in a single location. In many cases there is limited 
co-ordination between these actions resulting in the lack of a strategic approach, duplication 
and a lack of signposting between actions. Such organisations have few resources to invest in 
their own training to enhance capacities, and their expertise in the local labour market and 
their links with the employment services are especially weak. In a number of local areas, 
area-based partnerships have been set up to attempt to tackle the challenges posed by 
fragmentation, but these partnerships do not always have considerable success if not 
accompanied by other policy measures. As noted above, the establishment of area-based 
partnerships in themselves are not a sufficient condition for effective policy co-ordination.  

And yet, local level action can add significant value if managed correctly. In reviewing 
examples of initiatives in both these policy fields, it is clear that two mechanisms in particular 
seem to be successful in producing change: intelligence and intermediation.  

Intelligence. The first of these mechanisms is the gathering and analysis of information locally. 
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It is essential to perform an analysis of the structure of labour demand and on skills shortages, 
and to assess the potential offered by such labour demand for disadvantaged groups of 
workers at local level, in order to inform the orientation of programmes and/or local 
initiatives. A comprehensive analysis of the current and expected drivers of labour supply and 
demand is a prerequisite to a shared diagnosis of the local situation, itself a necessary 
condition for a co-ordinated approach. Analytical capacities are thus imperative at the local 
level.  

Intermediation. Another mechanism is intermediation between workers and employers, 
employment services and vocational training organisations to better link demand with the 
supply of labour. Intermediaries in the labour market (e.g. community colleges, specialised 
non-profit organisations) are best placed to design skills assessment tests and training 
programmes to meet the specific needs of both employers, employees and potential 
employees, and to provide the organisational support required. Local leadership is often key 
in the development of such intermediation, and is the missing link or trigger that determines 
whether an action to integrate the disadvantaged or upgrade skills takes place or not in a 
locality, a community or an enterprise.   

While both these approaches are determinant in explaining if a local policy initiative is 
successful or not in delivering long term outcomes, such actions have been used in too few 
places, and the means put at their disposal insufficient. The challenge for government is to 
find ways to support these relatively resource intensive mechanisms and to incorporate them 
into broader policy initiatives. This can of course be promoted through the provision of 
financial support for local labour market intelligence and intermediation. In addition, two 
types of national action may prove critical to success: i) providing analytical tools which help 
local stakeholders conduct effective actions; and ii) adding flexibility and coherence in 
mainstream policies.  

Providing analytical tools  

 “Job profiles” are an important tool that can help stakeholders – employers, employment 
services, consultants, community colleges and the target groups themselves – make the right 
decisions. These profiles help to make the labour market more transparent by providing 
concrete information on the various skills required for particular jobs, and approximating the 
level of competence required for each of them. This can help employees decide on 
appropriate progression routes within a company. Where this information is made more 
broadly accessible, it can also help migrants to nurture the right expectations when deciding 
to emigrate and make appropriate qualifications decisions. 

This information can in turn provide the basis for skill assessment tests, a critical instrument 
for ensuring effective training provision. Performing tests on a case-by-case basis enables 
identification of what the worker's needs are, in line with the job’s requirement and hence the 
employer’s interest.  By generating tailor-made training programmes, this approach 
encourages investment from both the employer and the employee. Such information is also 
helpful in identifying whether immigrants who have not participated in the local education 
system are nevertheless suited to a job. This is particularly useful where migrants do not have 
local references and their previous qualifications are not recognised.  

Increasing the flexibility and coherence of mainstream policies 

While improving local coordination and providing appropriate instruments and tools for 
action is obviously important, it is clear that in tackling both integration and upskilling 
ultimately it will be more effective to make national policies more adaptable and flexible so 
that the proliferation of local initiatives is no longer necessary. There are a number of 
different policy areas where improved flexibility could have a dramatic impact on the ability 
of local actors within existing institutions (employment services, colleges, economic 
development agencies) to address these complex areas for policy:   

• Social policy. Social policy needs to adjust to the new labour market situation of 
working households. Government should recognise that promoting access to 
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employment is not sufficient to fighting poverty and social exclusion.  To make 
outcomes sustainable, support in attaining a job needs to be accompanied by a 
career planning and skills-upgrading dimension. For example, the recent federal 
policy in the United States to promote ‘careers clusters’ provides an effective 
way for individuals to plan their route through a series of lower skilled jobs 
whilst obtaining relevant training towards a longer term occupational goal in a 
related profession.  

• Education and training. Tackling both integration and the skills upgrading issue 
requires changes in the education system. There is often a mismatch between the 
skills taught in schools and colleges and those demanded by firms. Many 
education and training institutions also operate to annual calendars and provide 
longer-term courses which are ill-adapted to businesses, where new skills are 
needed quickly, and in a time-efficient way to minimise negative impacts on 
productivity. Modular ‘custom-designed’ training courses are especially valuable 
here.  

• Labour market policy. Flexibility is required to allow local officers to better link 
employment services with their local business needs. It is important that these 
officers also have the analytical tools to articulate labour demand and to analyse 
the strengths and weaknesses of sectors, and to develop labour market and 
training actions accordingly, with the involvement of the business community as 
well as economic development agencies.  

Conclusions 

These case studies, and others undertaken by the OECD LEED Programme, illustrate that a 
mix of local and national actions and reforms are needed for labour market policy and training 
to play a significant role at local level and contribute to action to enhance living standards. 
They confirm that gearing the management of national policies some way toward meeting 
local concerns is also in the interest of central governments. Flexible labour market policy and 
vocational training will ultimately contribute more to the fulfilment of local economic and 
employment development strategies than any successful local initiative.  

At the same time, it must be realised that there are significant variations at local level in terms 
of use of opportunities and creation of initiatives. The same policy context and needs felt on 
the ground can yield very different outcomes in different locations. Conversely, similar 
achievements can be observed in different policy environments.  This highlights the key role 
that local actors can play in activating the various tools available to achieve optimal outcomes 
at local level.  A strong capacity building component for local actors is thus a necessary 
complement to sound local initiatives and government action. Local capacity particularly 
needs to be boosted in: the analysis of labour market information, the facilitation of a shared 
diagnosis of the local situation by the main stakeholders, the provision of an intermediary role 
between the private sector and local key stakeholders, and the efficient use of labour market 
and educational tools and instruments. As this paper has shown, government has also a role to 
play in supporting these actions. In combination with greater flexibility in the management of 
programmes and new tools, stronger capacities should make it possible to take a more 
strategic approach to labour market policy and training at local level. This new governance of 
employment and skills should lead to a greater harmonisation of local and national goals in a 
more prosperous economy.  
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Introduction 

This Brief gives you an introduction to Local Economic Development (LED). 
Specifically, the Brief aims to introduce you to what it is that characterizes 
LED from other development approaches, the relevance of LED in today’s 
globalized world and the International Labour Organization’s (ILO) specific 
approach to LED.  

The Brief highlights that in a world increasingly dominated by trade flows 
and economic integration between countries in the North and in the South, 
public and private actors need to work together to maximize the economic 
and employment potential of territories regardless of whether these territories 
are rich or poor, developed or underdeveloped, urban or rural, central or 
remote.  

The ILO approach to LED offers a viable alternative to traditional 
development strategies through an integrated focus on fundamental 
principles and rights for people living in a territory, employment and 
enterprise creation, social protection and dialogue through 
public-private-partnerships. 



 33

 1. What is Local Economic Development? 

There is not one standard definition of what LED is, but nowadays, there is a 

broad consensus among academics and practitioners on a set of common LED 

principles.  

• Territorial/area based: LED mostly takes places within a specific 
territory or area defined by administrative boundaries such as regions, 

provinces, municipalities or districts. Such a territory may be further 

defined by geographical boundaries or by the culture of the people 

which may be closely connected to the land/terroir. The notion of 

“local” in LED can thus have many meanings. The “territorial focus” 

assumes that improved coordination among public and private actors - 

who have superior knowledge of the needs and resources of their 

territory - is a first important step for LED.  

• Strategic focus on economic potentials:  LED is a strategic approach 
that targets sectors and sub sectors with economic potential within the 

territory. However, to realize this potential the economic radius is not 

limited to markets and resources only within the territory. Ever 

increasing integration of economic flows between countries and 

territories means that global supply and value chains do not respect 

territorial boundaries. LED is therefore also very much about taking 

advantage of economic opportunities in markets outside the territory 

by linking the local economy to national and global markets.  

• Participation and local ownership: LED is participatory since it ideally 
involves a broad representation of local actors who work in 

partnership with regional and national governments, and possibly 

international organizations, to realize a territory’s economic potential. 

LED is also locally owned and managed and the presence of change 

agents and local champions within the territory are crucial for the 

success of LED initiatives. Supporting agencies, such as the ILO, act 

primarily as facilitators by supporting institution and capacity building 

of local actors so that these may manage the LED process. 

LED programmes and initiatives originate in most cases from an assessment 

of economic constraints and social problems in an area. This assessment, 

sometimes also referred to as a “territorial diagnosis” may lead to the design 

of a LED strategy with specific work plans for local actors that are supposed 

to boost the local economy and employment creation and thereby also 

relieving socio-political problems faced by the people of the territory.  

A wide range of actions may be undertaken based on the uniqueness of each 

area, its comparative advantages, local preferences, objectives, and the 
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resources available. Common drivers of growth include; improving firm 

competitiveness and exports, stimulating entrepreneurship and new business 

creation, attracting inward investment, improving the skills base of the labour 

force, improving social cohesion, improving physical and financial 

infrastructure and strengthening local governance and dialogue between 

public and private sector.  

These are the basic principles of LED, but the diversity of strategies allows 

room for different definitions of LED. Organizations involved in LED 

therefore have slightly different definitions, as shown in Table 1, reflecting the 

areas that are most relevant to the organization’s particular field of work and 

its constituents, but the principles remain the same. 

Box 1: Definitions of LED 

• The World Bank defines LED as “the process by which public, business and 

non-governmental sector partners work collectively to create better conditions for economic 

development and employment generation.” (www.worldbank.org) 

• UN-Habitat describes LED as a “participatory process where local people from all sectors 

work together to stimulate local commercial activity resulting in a resilient and sustainable 

economy” (Promoting LED through Strategic Planning, Volume 1, 2005).  

• The Swiss Development Cooperation (SDC) states that “Local economic development is a 

strategically planned, locally driven partnership approach to enabling employment growth, 

poverty reduction and quality of life gains trough improved local economic governance.” 

(www.sdc.org) 

• The German Development Cooperation (GTZ) maintains that Local and Regional 

Economic Development is a “process to mobilise stakeholders from the public and private 

sectors as well as from civil society, to become partners in a joint effort to improve the 

economy of a defined subnational territory and thus increase its competitiveness.” (LRED – 

Experiences from Asia, 2006). 

• The ILO defines LED as “a participatory process that encourages and facilitates partnership 

between local stakeholders for a joint design and implementation of a development strategy, by 

making use of the local resources and competitive advantage, with the final objective of 

creating decent jobs and stimulating economic activity.” (www.ilo.org/led) 

2. Globalization and the reshaping of territories 

“Globalization” is a term generally used to describe a series of relatively 

recent historical processes that have resulted in a much greater mobility of 

capital, goods, labour and services across the world. The processes of 

globalization have changed the rules that govern the world economy. These 

processes – triggered by momentous advances in technology and access to 

information, as well as by changes in the way the world and national 
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economies are regulated - are affecting every country, region, and locality and 

thoroughly reshaping territorial structures. 

Globalization affects virtually every aspect of socio-economic interaction, but 

its impact is particularly evident in the four areas 1) Trade and changes in its 

composition; 2) Urbanization, 3) Decentralization and 4) The rise of 

inequalities. 

2.1 Trade and changes in the composition of trade 

The last three decades have been characterized by a dramatic increase in 

trade, as well as in foreign direct investment (FDI) flows. Since 1970 world 

trade has been multiplied by a factor of ten in real terms and, as a percentage 

of GDP, the percentage of traded output has risen from a mere 27% of global 

GDP to more than 60%. The pace of growth in trade has not been uniform. 

The greatest advances have taken place since the beginning of the 1990s, 

associated with the increasing incorporation of countries in the developing 

world to global flows. Although most trade and foreign direct investment still 

takes place among developed nations, the trend is increasingly affecting all 

parts of the world. Figure 1 shows trade as a % of GDP in 2002 across 

different supra-regional areas of the world. 

Figure 1 Trade as a percentage of GDP in different areas of the world, 2002. 

Source: drawn from World Bank data  
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Asia have also experienced rapid increases in trade volumes, especially since 

the second half of the 1990s.  

Recent years have not only been characterized by a swift increase in the 

volume of trade, but also by a major change in its composition. Trade in 

agricultural goods and a raw material has decreased relative to manufactured 

products. Figure 2 shows the evolution of world trade in agricultural goods 

and raw materials and in manufacturing since 1970.  

 

Figure 2 Evolution of trade in agriculture and manufacturing since 1970. 
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primary sector, as their main source of trade. The trends in these countries are 

largely replicated in many other middle- and low-income countries. 

In summary, the rapid increase in trade since 1970 has been almost universal, 

affecting virtually every space across the world and the rise in trade has been 

accompanied by a sectoral shift whereby countries are increasingly becoming 

more and more dependant on trade in manufacturing goods, to the detriment 

of agricultural goods and raw materials, which were the main components of 

trade in many countries until relatively recently. 

 2.2 Urbanization 

Simultaneous to the rise in trade has been “the rise of cities”. Cities across the 

world have been thriving, with the fastest urban growth in recent years taking 

place in low- and middle-income countries. Now-a-days almost 50 percent of 

the world’s population lives in cities. The size of the urban population ranges 

from below 30 percent of the total in South Asia to close to 80 percent in Latin 

America and the Caribbean as shown in Figure 3 below.  

Figure 3 Urbanization trends across different parts of the world 
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The pace of urbanization varies significantly across regions of the world. It 

was slowest in the heavily urbanized Europe and Central Asia region and 

fastest in East Asia and the Pacific and in Sub-Saharan Africa. Much of the 

growing urban population has been concentrated in large megalopolis. This 

phenomenon is prevalent throughout the world, although more evident in 

upper-middle income countries. Many low-income countries, especially in 

Sub-Saharan Africa, have nevertheless witnessed a rapid concentration of 
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population in their largest cities, often at the expense of rural areas and even 

intermediate cities.  

If we take Sub-Saharan Africa as an example, the rapid pace of urbanization 

in the region as a whole hides important internal differences; countries such 

as Rwanda, with an urban population of 6 per cent of the total, are still barely 

urbanized, while in other African countries, like for instance Gabon, the 

proportion of the population living in cities exceeds 80 per cent. Variations in 

the speed of urbanization are also noticeable; while the urban population of 

Gabon has increased by 64 points since 1960 or that of Nigeria by 30 points, 

the urban share of Rwanda or Ethiopia, have only increased by 4 and 9 points 

respectively.5  In some Sub-Saharan African countries, urbanization has lead 

to the emergence of large megalopolis, which, in the cases of Abidjan, Cairo, 

Johannesburg, Kinshasa, and, above all, Lagos, exceed the 3 million people 

mark. Still, however, the majority of the urban population lives in relatively 

small cities.  

In many areas of the world, the process of urbanization has also been 

associated with an increase in wealth. The emergence of cities as centres of 

economic activity and trade, with their diversity, their agglomeration of firms, 

and their relatively more skilled individuals is regarded as a guarantee of 

greater economic dynamism.6 From this perspective, the trend seems to be 

the higher the percentage of urban population, the higher the GDP of a 

country as seen in Figure 4 below. In Sub-Saharan Africa, however, this link is 

less strong.  

Figure 4: The global link between urbanization and wealth 

                                                        
5 World Bank World Development Indicators 2005 

6 Duranton and Puga, 2000; Henderson and Wang 2005; Venables, 2005 
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Source: World Bank data  

2.3 Decentralization 

The move towards decentralization, or the transfer of power and resources to 

subnational tiers of government, has also been evident since the 1970s across 

the developed and the developing worlds. A study by the World Bank in the 

early 1990s already indicated that 63 out of 75 developing-world countries 

with a population in excess of five million were actively pursuing 

decentralization policies.7 Since then, the trend towards regional devolution 

and decentralization has accelerated in many parts of the world. The 

decentralization drive has been most pronounced in Europe and Latin 

America. Changes across Asia – and especially in countries such as China, 

India, Indonesia, Korea, the Philippines and lately Vietnam – have also been 

noticeable.  

In Sub-Saharan Africa the process has overall been more modest, but again 

great variation exists. A recent study8 shows that all Sub-Saharan African 

countries show some degree of decentralization and far-reaching 

decentralization has taken place in some of them. Figure 5 shows the 

decentralization index for selected Sub-Saharan African countries. A value of 

zero represents no decentralization while a value of 4 depicts complete 

decentralization.  

Figure 5 Decentralization in selected Sub-Saharan African countries 

Source: (Ndegwa 2002: 12)  

The process of decentralization – which has been paralleled in many parts of 

the world by increased presence of international organisations and donors – 

also represents a shift in the scale for development strategies. With their 

increasing powers and resources, sub-national actors are becoming more 

important in the design and implementation of development policies. 

However, the decentralization of powers is not always accompanied by a 

similar decentralization of resources, leading often to the emergence of 
                                                        
7 World Bank, 1992 

8 Ndegwa, 2002 
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subnational governments that are power rich, but resource poor. In this 

context support by international development agencies to sub-national LED 

strategies can play an important role.  

2.4 The rise of inequalities 

The final phenomenon associated with the process of globalization presented 

in this Brief has been the rise in inequalities between regions as well as 

between individuals within countries. Although the evolution of inequalities 

across the world is still the subject of heated debates, there is increasing 

consensus that both inter-personal9 and inter-territorial inequalities10 are on 

the rise. The dimension and evolution of inequalities, however, tend to differ 

between the developed and the developing worlds.  

The dimension of inter-personal inequalities and regional disparities within 

countries is, in general, considerably larger across most of the developing 

world. Inter-personal and territorial inequities tend to be more subdued in 

more developed countries. Inequalities have also been rising faster in low- 

and middle-income countries than in wealthier countries, as shown by the 

selected countries in Table 1 below.  

Table 1 Changes in regional disparities in selected countries (1980-2000) 

Source: updated from Rodríguez-Pose and Gill (2004 

Finally, the timing of the rise in territorial inequalities seems to coincide with 

the opening of countries to trade. In South Africa e.g. access to markets, 

proximity to ports, and stock of human capital are seen to be the key factors 

                                                        
9 Wade, 2004 

10 Rodríguez-Pose and Gill, 2004 

Year % Change

1980 1990 2000 1980-90 1990-00 1980-00

Developing Countries

China 0.578 0.483 0.581 -16.31 20.20 0.60

India 0.352 0.377 0.441 7.10 16.98 25.28

Mexico 0.388 0.383 0.435 -1.29 13.58 12.11

Brazil 0.588 0.488 0.494 -17.01 1.23 -15.99

Developed Countries

US 0.136 0.152 0.148 11.76 -2.63 8.82

Germany 0.184 0.188 0.186 2.17 -1.06 1.09

Italy 0.265 0.269 0.277 1.51 2.97 4.53

Spain 0.207 0.199 0.222 -3.86 11.56 7.25

France 0.151 0.164 0.163 8.67 -0.29 8.36

Greece 0.156 0.158 0.158 1.21 0.16 1.37

YearYearYear % Change% Change% Change

198019801980 199019901990 200020002000 1980-901980-901980-90 1990-001990-001990-00 1980-001980-001980-00

Developing CountriesDeveloping CountriesDeveloping Countries

ChinaChinaChina 0.5780.578 0.4830.483 0.5810.581 -16.31-16.31 20.2020.20 0.600.60

IndiaIndiaIndia 0.3520.352 0.3770.377 0.4410.441 7.107.10 16.9816.98 25.2825.28

MexicoMexicoMexico 0.3880.388 0.3830.383 0.4350.435 -1.29-1.29 13.5813.58 12.1112.11

BrazilBrazilBrazil 0.5880.588 0.4880.488 0.4940.494 -17.01-17.01 1.231.23 -15.99-15.99

Developed CountriesDeveloped CountriesDeveloped Countries

USUSUS 0.1360.136 0.1520.152 0.1480.148 11.7611.76 -2.63-2.63 8.828.82

GermanyGermanyGermany 0.1840.184 0.1880.188 0.1860.186 2.172.17 -1.06-1.06 1.091.09

ItalyItalyItaly 0.2650.265 0.2690.269 0.2770.277 1.511.51 2.972.97 4.534.53

SpainSpainSpain 0.2070.207 0.1990.199 0.2220.222 -3.86-3.86 11.5611.56 7.257.25

FranceFranceFrance 0.1510.151 0.1640.164 0.1630.163 8.678.67 -0.29-0.29 8.368.36

GreeceGreeceGreece 0.1560.156 0.1580.158 0.1580.158 1.211.21 0.160.16 1.371.37
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behind the rise in urban income.11 Other South-Saharan African countries 

seem to show the opposite trend, with rural versus urban poverty rates 

suggesting a trend towards greater equalization of incomes.12 A possible 

explanation for this trend is that the rapid process of urbanization has been 

accompanied by greater inequality within urban settlements in many 

countries. In part the reduction of the gap between urban and rural areas can 

also be attributed to the dominance of structural adjustments, which forced 

governments to modify the structures of outlays, prices, and institutions 

which created a so-called urban bias in previous decades. 

 

In addition to the transformations stated above, the process of globalization 

has generally been associated with a rise of the informal economy, a weak 

sectoral integration, and reliance by many households on multiple sources of 

livelihoods to survive. And all this frequently taking place in conditions of 

insufficient government and fiscal capacity and weak civil society and 

governance structures. 

2.5 The emergence of a new territorial structure 

The combinations of the processes that constitute globalization are leaving an 

important territorial imprint with which many nation-states are struggling to 

cope. This new, more heterogeneous and fragmented territorial structure is 

characterized by the emergence of three types of spaces with very different 

development but within the same national framework.  

The key spaces in this three-tier structure are: 

Primate cities: Large urban agglomerations that have not only attracted 

massive rural-urban migration, but also a greater concentration of economic 

activity. This is mainly because of their greater accessibility, their larger 

economies of scale, scope, and agglomeration, their greater presence of skilled 

labour and markets, and, their better capacity to compete in open markets. 

These growing urban cities attract large numbers of rural and small-town 

workers seeking to improve their living conditions pursuing a “better life” in 

the city. For many the dream does not come true and many large cities 

experience serious problems of poverty and social exclusion, criminality and 

the rise of large slums. 

Intermediate city-regions: Medium-sized cities, outside the direct area of 

influence of the primate city, that often articulate large rural hinterlands. 

                                                        
11 Naudé and Krugell, 2003 
12 Kakwani 1993; Grootaert, Demery et al. 1996; Canagarajah and Mazumdar 1997; de Haan, 

Lipton et al. 1997) 
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These cities are generally growing (especially in the developing world) and 

attracting the population from rural areas. But, given their size and frequent 

endowment deficiencies, they frequently struggle to find market niches and 

become competitive. In the developing world, many of these intermediate city 

regions are often becoming increasingly dependent on international aid. 

Rural areas: Generally remote, with poor accessibility, and with weaker 

endowments in human resources and firms, the problems of rural areas differ 

significantly from those of urban areas. Across the developing world, many of 

the problems of rural areas are exacerbated by global restrictions to trade in 

agriculture and by the greater volatility in the price of agricultural produce 

and raw materials. 

3. Traditional development strategies contested 

This more heterogeneous and complex territorial structure has undermined 

the ability of the nation-state to manage national economies, increasingly 

rendering traditional top-down, supply-side development policies, which are 

often based on the promotion of industrial sectors or on improving 

accessibility, less and less efficient.  

Traditional development policies have normally been cut from the same cloth 

in different parts of the world. These were normally supply-side strategies, 

based exclusively on a sectoral rather than a territorial dimension. 

Decision-making was mainly top-down, with mixed or bottom-up approaches 

virtually ignored and with a tendency to rely on financial support, incentives, 

and subsidies as key elements of the strategy. Frequently, these policies relied 

on the imitation of successful development strategies applied in very different 

contexts in the developing world.13  

Most strategies were based on two axes: 

Development of infrastructure: Infrastructure has frequently been perceived 

as the panacea for economic development. Solving the accessibility problem 

of remote areas or addressing congestion in core ones has traditionally been 

popular with politicians and the public at large and generally regarded to 

yield high returns on investments. Development policies thus often relied 

almost exclusively on the provision of roads, railways, sanitation, and water, 

at the expense of other policy areas that required intervention. While the 

provision of these public goods is necessary to trigger development, it is not 

sufficient when other development bottlenecks are not addressed. Hence, 

many of these policies have not delivered the expected returns.  

                                                        
13  Storper, 1997 
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Box 1 briefly presents the case of the Italian Mezzogiorno, where a strategy 

based on infrastructure and the attraction of inward investment did not 

manage to cut the development gap between the Mezzogiorno in the South of 

the country and the rest of Italy. 

 

Box 2 Top down development strategies in the Italian South 

The Mezzogiorno, in southern Italy, has traditionally been the poorest part of the country, 

with levels of GDP per capita that in 1950 were around half the Italian average. From the 

end of the 1940s the Italian state set up a series of co-ordinated policies aimed at 

establishing the bases for sustainable development in the South. These policies were 

fundamentally structured around the provision of transport infrastructure and the 

establishment of large industrial complexes, by attracting capital primarily from the North 

of Italy.  

However, after fifty years of sustained intervention – and despite a huge improvement of 

the quality of life in the whole of Italy – the GDP per capita gap between the North and 

the South of the country remains virtually untouched. The reasons behind the low returns 

of the development strategy for the Italian South have to be searched in the lack of 

adaptation of top-down, supply-side policies to the local contexts of the Mezzogiorno. 

Greater accessibility, rather than guaranteeing greater access to the market for local 

products, facilitated the arrival of more competitive products from the North of Italy and 

other parts of Europe that took a large portion of the market share of local firms. Large 

industrial complexes set up in the South with the aim of generating development poles, 

often ended up in isolation, relying on subsidies and suppliers from elsewhere. They 

became what is popularly known as ‘Cathedrals in the Desert’. 

 

 

Industrialization and attraction of inward investment: Industrialization 

strategies and the attraction of large firms to territories with weak industrial 

fabric have been as popular a strategy as infrastructure investment. However, 

setting up or importing firms to areas where few or no synergies with the 

local economy can be established may create a situation in which many of 

these industries remain detached from the local environment, yielding little or 

no direct benefit to the local population and often relying on subsidies or 

incentives to remain active.  The Italian Mezzogiorno or, more recently, the 

strategies applied to try to develop the regions of the former East Germany, 

represent two cases where these sorts of policies have not yielded the 

expected results.  

The desire to attract foreign investment has also in many cases derived in 

locational tournaments, where different governments try to outbid each other 

to attract multinational companies, generally with destructive effects for the 
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local economy, as was the case of the attraction of car manufacturers to Brazil 

in the 1990s as briefly illustrated in Box 3.  

 

Box 3 Zero-sum territorial competition in Brazil 

 

After the lost decade of the 1980s, the economic opening of Brazil at the beginning of the 

1990s and greater macroeconomic stability made the country an attractive destination for FDI, 

especially in the automobile sector. Almost overnight, Brazil became in the mid-1990s the 

second most important recipient of FDI in the developing world. With levels of car ownership 

of one vehicle per nine inhabitants, Brazil represented a huge potential market for car 

manufacturers. However, the setting up of large car plants in the country triggered a bidding 

war (known in Brazil as the ‘fiscal war’) involving cities and states trying to lure the 

European, American, and Asian multinationals to their respective territories.  

 

The typical investment package offered by states and municipalities almost always included 

the following points: 

• The donation of the land or, at least, of a large percentage of it. 

• The provision of the necessary infrastructure for the preparation of the site. This 

usually included road infrastructure and utilities, but in some cases it went as far as 

rail links and the development of port terminals. 

• The provision of state and local tax breaks for periods which in no case were shorter 

than ten years, and which, in some cases, even included tax breaks on the import of 

car parts. 

• The provision of loans by the state at fixed rates well below those of the Brazilian 

credit market. 

• A series of financial and legislative cautions and guarantees. 

• A sundry set of additional benefits, which ranged from providing public transport for 

workers and nurseries for workers' children to various environmental measures. 

 

This unrestrained territorial competition represented a pure waste of resources for the states 

engaged in them and for Brazil as a whole, as it deviated a significant proportion of the 

already scarce public funds to subsidizing multinational companies already interested in the 

Brazilian market. Moreover, the ‘fiscal wars’ contributed to jeopardize Brazilian 

macro-economic stability, and became a huge source of conflict among state and municipal 

governments. 

Source: (Rodríguez-Pose and Arbix, 2001). 

 

Traditional top-down, supply-side development policies have been, and are 

still, popular because of their simplicity and popularity, but tend to be 

unbalanced, only relevant to the formal sector, and ultimately incapable of 

delivering sustainable development and decent work. In addition, these 

policies are struggling to cope with the more heterogeneous economic reality 
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emerging from globalization and, in some cases may be even contributing to 

enhance economic agglomeration and regional inequalities.  

4. The ILO’s approach to LED 

4.1 LED as a viable alternative 

The general failure of traditional top-down, supply-side development 

strategies to deliver sustainable development and decent work demonstrates 

that there is no simple and universal way to tackle the challenges posed by 

globalization. They also show that there is no unique general solution to the 

development problems of every area or region, regardless of the local context.  

This failure of traditional strategies in an increasingly globalized context has 

triggered a thorough rethinking of how development problems can be 

addressed. As a result, a series of tailor-made approaches for the development 

of sub-national areas has emerged. These approaches, generally grouped 

under the name of Local Economic Development (LED), highlight the 

advantages of focusing on the territorial, rather than on the sectoral 

dimension, and of integrating different development axes in one strategy. 

They also put a greater emphasis on governance structures and institutions in 

order to achieve greater sustainability and generate not just work, but decent 

work. In short, LED champions a development approach aimed at increasing 

local economic potential and sustainable employment through giving local 

governments the tools to devise locally tailored strategies in cooperation with 

local, regional and international stakeholders and actors.  

4.2 Why the ILO is involved in LED 

The processes of globalization affect localities and territories across the world 

in multiple ways as described earlier.  You may have heard the expression 

“think globally, act locally”, which is an expression that can very well be 

applied to the principles of LED as well. The increased focus on LED over the 

past years as a viable response to the inadequacies of traditional development 

policies to reduce poverty is a result of this globalization, which increasingly 

calls for “local responses to global challenges”. Globalization offer 

opportunities as well as challenges for territories.  

Competitive regions may open up opportunities for local firms to access 

markets, if these firms are competitive they will become more prosperous and 

as firms grow employment is created. In less competitive regions however, 

increased competition may lead to firm down-sizing or even closure with 

retrenchment and unemployment as a result. Contributing to employment 
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creation of a decent quality is at the heart of the mandate of the ILO and is 

one of the main reasons the ILO is involved in LED.  

The challenge is thus to make localities and territories and the people and 

institutions that live and operate in localities across the world more and better 

prepared to make the most of the opportunities and challenges that the 

processes of globalization offer. Local government authorities, the private 

sector and civil society organizations therefore need to work together to create 

local economic development.  

Due to these challenges the social partners of the ILO are increasingly 

reflecting LED initiatives in the Decent Work Country Programmes 

(DWCP). 14  The ILO therefore supports countries in developing LED 

programmes to reduce regional disparities within countries but also to enable 

countries to seize the opportunities of globalization and decentralization.  

4.3 Prior experiences in the promotion of LED 

The ILO was among one of the first international organizations to adopt the 

LED approach within the framework of the inter-agency programme 

PRODERE. The programme was implemented between 1990 and 1995 as part 

of the international community's efforts to consolidate the peace process in 

Central America. PRODERE developed an approach rather different from 

traditional technical cooperation programmes of that time, applying local 

development strategies instead of intervening at the central government 

level.15  

The approach was effective in providing an immediate response to the needs 

of conflict-affected countries to create employment, rebuild communities and 

achieve reconciliation. The ILO has since then promoted a similar approach in 

conflict-affected countries such as Angola, Bosnia, Cambodia16, Croatia17, 

Djibouti, Mozambique18, Somalia and Tajikistan.  

                                                        
14 The DWCPs are programmes of action designed with government, workers’ and 

employers’ for individual countries.  

15 See Lazarte/Hofmeijer/Zwanenburg (1999). PRODERE was active in various regions of 

Costa Rica, Nicaragua, El Salvador, Honduras, Guatemala, and Belize. 

16 See Case Study on Cambodia: Hakemulder (1997). 

17 See Case Study on Croatia: Salzano (2002). 

18 See Case Study on Mozambique: van Boekel and van Logtestijn (2002) 
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Box 4: Results from early projects using the LED approach 

In non-crisis-environments, LED strategies have been applied in the Maghreb 

region to promote micro and small enterprise development. In Ghana, LED 

was promoted at the district level within the Decent Work Pilot Programme 

from since 2004, in National Employment Strategies in Central Asia and the 

Caucasus since 2004. Currently, ILO projects in Argentina, Indonesia, 

Mozambique, Nepal, Sri Lanka, Uruguay and Vietnam promote LED. 

4.4 LED and Decent Work 

Central to the ILO’s approach to LED is the concern for the creation of decent 

work. Decent work is recognized as productive work that delivers a fair 

income, provides social protection, and entails the freedom for people to 

organize and express their concerns. Thus, ILO’s LED approach emphasizes 

concerns for both economic and social development, and highlights 

opportunities for each to reinforce the other.  

In the economic dimension, LED provides the means to identify new 

opportunities for communities to create jobs and income. To take advantage 

of identified opportunities, ILO supports enterprise and skills development to 

enhance productivity and local companies’ competitiveness. The ILO 

emphasis on the positive link between productivity and competitiveness of 

firms on the one hand, and job quality on the other hand, links economic to 

social concerns. 

In the social dimension, an LED process provides several entry points to 

address the social aspects of employment and development. LED offers 

platforms (e.g. stakeholder forums) to address labour standards, 

non-discrimination, workers’ rights and social dialogue as main pillars of 

decent work. These activities for social regeneration foster the conditions in 

which business can flourish. 

Typically, a community’s initial emphasis in a LED programme is a concern 

for economic development and employment creation. The “added value” of 

With a total investment of US $1.3 Million, ILO supported the creation of six Local Economic 

Development Agencies (LEDAs) which have created 2100 new jobs in 500 new small and 

micro enterprises. An evaluation of PRODERE undertaken by the Oscar Arias Foundation 

and the OECD found that the LEDAs had been a crucial factor in the success of the 

programme. More than 8.000 new jobs have been generated between1995 and 2001 within the 

framework of the ACLEDA project in Cambodia. Five LEDAs were established to identify 

business opportunities, to provide training in elementary business skills, and micro financing 

to small businesses. 

Source:  van Boekel and van Logtestijn, 2002 
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the ILO approach to LED is the additional focus on the social dimensions and 

the promotion of fundamental principles and rights at work as an integral 

part of LED. The ILO approach to LED thus offers multiple entry points in 

which ILO tools, methodologies and expertise can be implemented to 

promote decent work at the local level. The concept of multiple entry points 

implies that there is not “one way” to implement an LED initiative, but rather 

“multiple ways” depending on the priorities and preferences of national and 

local partners.  

There are thus many types of interventions that can be part of an LED 

initiative such as promoting the fundamental principles and rights at work 

including a focus on indigenous peoples, or child labour, value chain analysis 

and enterprise development, infrastructure development, micro finance and 

access to business finance, support to business associations, improvement of 

legal and regulatory frameworks for small enterprise development, corporate 

social responsibility, social security schemes and occupational health and 

safety, improved social dialogue and public private partnership.19  

Box 5: LED and Social Protection 

In Mozambique, the ILO STEP programme is working in partnership with the Local 

Economic Development Agency in the province of Sofala on a project aiming to promote 

interactions between the extension of social protection and local economic development 

activities. The operators in the territory are mainly workers or families of the informal 

economy. Considering that most of them are not covered by the statutory social security – a 

significant “decent work deficit” in Mozambique – the objective is to reduce people’s 

vulnerability through the design and implementation of risk-management strategies to 

cover community priority needs of social protection. 

 

4.5 The link between LED and national policies 

At present, LED support is mainly directed to the design and implementation 

of LED strategies at the local level. However, promoting LED initiatives is 

more feasible when national frameworks supportive to LED are in place, 

especially in countries with strong central control. Legal or regulatory 

shortcomings at the national level may restrict LED initiatives to deploy their 

full potential.  

The ILO approach to LED recognizes that without effective links between 

national and local policies LED initiatives will not be fully optimized. 

Capacity building of sub-national stakeholders to represent their interest at 

the national level and advocate for support and change is essential. If 

                                                        
19 See « ILO LED Tool Box » on strategies and tools commonly used in LED initiatives 

supported by the ILO.  
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successful, the national level might even take up and disseminate effective 

approaches at a later date. 

In order to successfully link LED initiatives to national policies, promoters of 

LED need to direct increasing attention to national policies affecting LED on 

the one hand, and building capacities of local stakeholders and institutions on 

the other hand.  

Box 6: Formulating a national LED policy framework in Mozambique 

In Mozambique, successful LED experiences in the three Provinces of Maputo, Sofala and 

Manica, have triggered national government to formulate a multi-sectoral LED policy. An 

institutional framework has been set up to support the replication of the LED approach to 

the other seven provinces of the country.  Given the integrated and territorial dimension of 

LED, the combination of the national LED policy and a supporting institutional framework 

was needed to overcome coordination problems and obstacles in the legal and regulatory 

setting. Finally, Local Economic Development Agencies are considered essential instruments 

in the five-year plan for 2005-2010 of the Poverty Reduction Strategy in Mozambique. 

Source: van Empel et al. (2006). 

4.6 LED and local capacities 

The technical capacity of local government staff and city- or 

district-administration officials to address and facilitate economic 

development and poverty reduction locally is crucial to effective 

decentralization. In many cases, local governments lack the capacity to design 

and implement strategies for local economic development. The same counts 

for stakeholders from the private sector and civil society. They often lack 

experience in efficiently organising and voicing their interests.  In addition, 

coordination between local public and private stakeholders may also be weak.  

The ILO emphasizes capacity building of local stakeholders to participate in 

strategic planning and it has therefore developed a number of specific 

instruments for policy makers, local governments, promoters and stakeholder 

organizations to more effectively initiate and manage LED processes. The 

ILO’s International Training Centre (ITC) in Turin is an important cornerstone 

in these capacity-building efforts. 

 

 

  



 50

Box 7: LED Capacity building and ITC 

The ILO-ITC has delivered the two-week residential course “Strategies for Local Economic 

Development” on an annual basis since 2003 in English and Spanish. The course is aimed 

toward local, regional and national officials concerned with economic development or 

planning; experts of international organisations, NGOs and other bodies dealing with 

development; workers’ and employers’ representatives acting at the local level; 

national-level policymakers and staff responsible for implementing decentralisation policies. 

The ITC is also delivering tailor made LED programmes and workshops at regional and 

national level in collaboration with the LED Programme in Geneva and ILO country offices.  

4.7 LED and employers’ and workers’ organizations 

The ILO approach to LED focus on strategies and tools that strengthen the 

capacity of the social partners at the national and local level to participate in 

the formulation and implementation of policies that promote decent work. 

For the ILO, this means an active involvement of its constituents, such as 

governments, employers and workers organization, in LED technical 

cooperation projects. Local trade unions and chambers of commerce are 

playing a leading role in many successful local economic initiatives and are 

key actors in local community networks. The ILO’s historical connection to 

both workers and employers enables an inclusive LED approach. 

Involving employers’ and workers’ organizations is a crucial aspect to 

strengthening the link of LED to the national level. Local associations and 

unions can communicate shortcomings of national regulations that hinder the 

creation of decent work to their regional and national umbrella organisations 

with influence in national policymaking. 

Box 8: Trade Union in Turkey & Employers Organization in Viet Nam 

The Viet Nam Chamber of Commerce and Industry (VCCI) is the national employers 

organization in Vietnam and is the implementing partner for a four-year (2005-2009) project 

“Poverty Reduction through Integrated Small Enterprise Development (PRISED)”. The 

PRISED project focuses on improving the local economies of six provinces across Vietnam 

through small enterprise development and improved public-private-partnerships between 

provincial authorities and private sector organisations. The local branches of the VCCI in 

Hanoi, Danang, Ho Chi Minh City and Can Tho is directly leading the provincial level work 

and promoting LED activities.  

In Turkey, the ILO and the trade unions address unregistered employment in the informal 

economy through the promotion of social dialogue at the national and provincial levels. The 

high rate of unregistered employment in Turkey has negative consequences on productivity 

as well as on the socio-economic stability. A technical cooperation project brings together a 

broad cross-section of local actors, led by trade unions, to actively develop a provincial 
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employment strategy in the province of Bursa. ILO’s tripartite partners are actively involved 

in the development of recommendations for local economic development targeted to 

promote formal employment and reduce unregistered employment in the province of Bursa, 

and implementation of said recommendations in Gaziantep and Çorum. 

Source: ILO Project documents  

4.8 LED in post-crises situations 

The ILO also implements LED in post-crisis situations. In response to armed 

conflicts or natural disasters and their devastating consequences on human 

and economic conditions, the ILO CRISIS unit has developed a 

comprehensive operational framework to tackle the specific transition period 

from emergency relief efforts over local economic recovery (LER) to local 

economic development. LER is a strategy that is pursued by the ILO 

immediately after a crisis when the conditions call for the gradual shift of 

focus from humanitarian assistance to supporting the reintegration of affected 

populations and the rehabilitation of livelihoods through e.g. local firm 

recovery. The LER model focuses on interventions that lay the foundation for 

longer-term LED strategies.  

Box 9: Local Economic Recovery in Indonesia 

The ILO’s tsunami response programme in Aceh focused on producing immediate and 

visible results through short to medium-term interventions (3 to 18 months), as well as 

quick-impact projects that generated opportunities to promote immediate access to 

employment and thus income for the communities.  The ILO involved local public and 

private sector, civil society, and community stakeholders into enterprise, infrastructure, and 

economic recovery projects through participative value-chain analysis exercises, 

strengthening specific economic sectors, such as the fishery sector on Nias Island and the 

tourism sector the Island of Sabang. 

 

The importance of complementing international and national relief efforts is a 

strong rationale for the ILO to promote LED recognising that nowhere is the 

need for medium and long-term strategies for socioeconomic recovery and 

development greater than in post-crisis situations. Once beyond the 

international spotlight when humanitarian support dwindles away, LER and 

LED provide the bases for the gradual rebuilding of society and for 

sustainable development in places that otherwise could become dependent on 

international aid or spiral into a crisis again. 
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4.9 Limitations of LED 

Notwithstanding globalization and decentralization, the nation state’s 

economic, political, and legal systems remains in most cases the assertive 

framework in which economic activities at the local level take place. For 

example, in countries with adverse macroeconomic framework conditions, 

the amount of growth that can be generated through territorial development 

approaches is limited. Furthermore, territorial development only rarely 

achieves the kind of leap in development that Newly Industrialised Countries 

have achieved with strategic industrial policy. Korea would not have a car 

industry, Brazil would not export planes, and Chile would not be a major 

salmon exporter if they had only relied on bottom-up territorial 

development.20 The ILO approach to LED recognizes these limitations and 

linking LED initiatives to national policies that are conducive for economic 

growth is therefore of the utmost importance.  

 

                                                        
20 See Meyer-Stamer (2006). Swinburn (2006): p.10 provides a SWOT analysis of the LED. 
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Attachment D – Jens Dyring Christensen – Powerpoint 

 

The relevance of LED today & 

the ILO approach to LED

Jens Dyring Christensen, LED Specialist

Beijing, 26 April 2007 

 

 

 

 

4

Trade & sector importance for China

� In China, in 1985 agricultural products accounted for 50% of all

exports, in 1990 this had decreased to 25.6%  and by 2006 less than 

6% (FIEs 58.3% of total exports)

� Chinese …

� Concurrently, there has been a sectoral shift away from the 

importance of agriculture accounting only for 12.5% of GDP 

compared to Industry and construction at 47.3% and services at 

40.3% in 2005 (but 45% of population work in agriculture!)

� Chinese …
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5

The link between urbanization and wealth

� Simultaneous to the rise in trade has been “the rise of cities” with 

almost 50% of the world’s population living in urban areas today 

(43% of Chinese live in urban areas, and 745 million Chinese in rural 

areas)  

� Chinese …

� In many areas of the world the process of urbanization has also 

been associated with an increase in wealth due to greater 

economic dynamism

� Chinese …

 

 

 

 

6

Decentralization

� Move towards decentralization and the transfer of power and 

resources to sub-national levels of government has also been 

evident since the 1970s across the world

� Chinese …

� Whereas decentralization has been most pronounced across Europe 

and Latin America changes across Asia and especially in countries 

such as China, India, Indonesia, Korea, the Philippines and Vietnam 

is increasing

� Chinese …
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7

The rise of inequalities

� Related to globalization has been the rise of inequalities, between 

regions as well as between individuals within countries and these 

have been largest in developing countries

� Chinese …

� In China, the rural-urban income divide is seen in annual household 

income (urban 10,493 vs. rural 3,255 Yuan/year)

� Chinese …

� Gaps between provinces in China are also apparent, between 

economic dynamic coastal regions and the inland regions (annual 

average disposable household income 18,645 Yuan in Shanghai and 

7,990 in Xinjiang)

� Chinese …
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The global/local employment challenge

� Access to/lack of productive work opportunities is one of the ways 

in which globalization affects nations

� Chinese …

� Globally, more people that ever are working, but more people are

also without work at 195 million (6.3%) globally in 2006 (China 4.2% 

urban registered unemployment)

� Chinese …

� To some extent employment friendly growth, but not enough since 

world productivity increased by 26% in the last decade whereas 

global employment increased by 16.6%. 

� Chinese …
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9

The global/local employment challenge

� Globalization and territorial inter-connectedness have changed the 

“rules of the game” and “no location exist in isolation”

� Chinese …

� Firm competition for market share means that jobs can be lost as

fast as they have been created. A community may suddenly face a 

closing of a non-competitive business with many jobs being 

destroyed as a consequence

� Chinese …

� Globalization also provides opportunities – employment gains and 

losses very much depend on localities being able to enter national 

and global production and trade flows

� Chinese …
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Emergence of new territorial structures

� In summary, the process of globalization has left a new territorial 

imprint that many nation states are struggling to cope with:

� Primate cities with massive rural-urban migration, greater 

concentration of economic activity and competitive firms

� Intermediate city-regions outside the direct influence of the primate 

city with large rural hinterlands, struggling to find market niches and 

become competitive

� Rural areas poorly linked to economic centres, large share of 

populations, under-employment, low productivity (45% of population in 

China live in rural areas)

� Chinese …
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II. Traditional development strategies contested

� More heterogeneous and complex territorial structures are 

undermining the ability of the nation-state to manage national 

economies

� Chinese …

� Traditional top-down, supply-side development policies focusing on 

industrial development and infrastructure are becoming less and 

less efficient in bringing gains to large shares of the population

� Chinese …

� These policies tend to be “unbalanced”, only relevant to the 

formal sector and incapable of delivering sustainable development 

and decent work for all (cf. China coastal belt and interior)

� Chinese …

 

 

 

12

LED as a viable alternative

� LED a viable alternative, but no simple and universal way to tackle 

the challenges posed by globalization

� Chinese …

� Traditional top-down, supply-side development policies focusing on 

industrial development and infrastructure are becoming less and 

less efficient in bringing gains to large shares of the population

� Chinese …

� These policies tend to be “unbalanced”, only relevant to the 

formal sector and incapable of delivering sustainable development 

and decent work for all (cf. China coastal belt and interior)

� Chinese …
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The bases and risks of an LED framework
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III. The ILO approach to LED

� Local response to global employment challenges is at the heart of 

the ILO mandate and the reason why the ILO is involved in LED

� Chinese …

� Focus on preparing localities to make the most of the opportunities 

and challenges that globalization offers through improved 

governance of public-private-partnerships (PPP)

� Chinese …

� Support countries through Decent Work Country Programmes 

(DWCP) to reduce regional disparities

� Chinese …
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Previous experience in LED

� Angola, Argentina, Bosnia, Cambodia, Central America, Croatia, 

Djibouti, Indonesia, Mozambique, Nepal, Serbia, Somalia, Sri Lanka, 

Tajikistan, Uruguay, 

� Chinese …

� Common entry points: Establishment of Local Economic Development

Agencies (LEDAs), infrastructure development, small business 

development, entrepreneurship, reform of business environments, 

skills training, microfinance, employment service centres and 

capacity building for LED, territorial diagnosis and sector analysis

� Chinese …
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Characteristics of the ILO approach

� Area based/territorial by bringing together public and private actors 

in a territory to make the most of local resources

� Chinese …

� Focuses on building local capacities and creating employment 

opportunities for women and men

� Chinese …

� Addresses social dimensions by looking at social and economic 

exclusion of vulnerable groups

� Chinese …

� Involves government, employers’ and workers organizations

� Chinese …
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Main components of the LED process

6. Feedback, 

monitoring 

and evaluation

and sustainability

of LED interventions

5. Implementation

of LED interventions 

and services

4. LED strategy

and action planning

3. Sensitizing and

promoting the

local forum

2. Territorial

diagnosis

and institutional

mapping

1.Start-up activities, 

consensus building

LED

Process
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Managing the LED process

Developing and managing the LED process involves capacity building of 
local actors to:

Chinese …

� understand the links between local production and 
national/international markets

� Chinese …

� Undertake territorial diagnosis and assessment of local economic
potential

� Chinese …

� Create local ownership among public-private stakeholders

� Chinese …

� Develop LED strategies

� Chinese …
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Target Groups in LED 

Ultimately, the key beneficiaries of the improved socio-economic 
“dynamics” of a territory, are its  inhabitants as they have:

Chinese …

� more access to economic opportunities locally allowing them to 
develop enterprises and generate revenue and curb outward 
migration

� Chinese …

� more access to services for business development

� Chinese …

� improved dialogue between public-private actors for joint 
development of the territory

� Chinese …
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LED Target Groups …

Local authorities who will be able to/Chinese …

� better understand their territory and interact more effectively with 

other levels of government

� Chinese …

� are better informed to develop strategies, programmes and enabling 

environments which affect the socio-economic development of their 

territory

� Chinese …

� foster public-private partnerships which impact on development and 

contribute to harmonious and fruitful relationships with all segments of 

society

� Chinese …
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LED Target Groups …

Local firms, whether formal or informal, as they have/Chinese …

� better access to markets, local, national, regional and international 

– local resources are given priority

� Chinese …

� better access to BDS, including financial services

� Chinese …

� better access to qualified and committed labour

� Chinese …

� participation in the development of the territory where they 

operate and in the economic system of the territory

� Chinese …

� improved relationships with authorities at all levels

� Chinese …
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LED Target Groups …

Central authorities also benefits from a LED approach as

� a successful LED approach in a territory can serve to inform 

policy at national level (cf. Mozambique)

� the LED approach can also serve as a replicable or adaptable 

model for other territories within the country (Uruguay, Sri 

Lanka)

� it decentralizes development from a central level to the local 

level where people can influence their own life

Chinese …
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ILO’s comparative advantage?

� the tripartite approach involving actively a broad set of actors and 

with whom a relationship is already existing

� Chinese …

� rights and social protection measures as part of productive 

employment

� Chinese …

� a broad array of proven tools and strategies in all aspects of Decent 

Work, for the implementation phase

� Chinese …

� experience on various territories:  conflict, post conflict, disaster, 

poor, emerging and isolated economies

� Chinese …

 

 

 

Thank You
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1. Introduction 

 

 As competition in the global economy intensifies, countries, including the United 

States, realize that their future success rests with building a flexible and 

knowledgeable workforce.  For 75 years the US has provided labor exchange and job 

training services to targeted groups of the nation’s workers.  Most of these services 

have been funded and administered under separate programs.  During the past two 

decades, the deficiencies resulting from fragmented and overlapping programs and the 

gap between these programs and the needs of businesses have become increasingly 

evident.  In response, all levels of government have placed greater emphasis on 

integrating workforce development with education and economic development 

policies and operations that provide a continuum of lifelong learning opportunities 

and work support.  However, since education and economic development activities 

are provided by local providers, much of the integration and coordination efforts take 

place among local partnership arrangements.   

 

 The purpose of this paper is to identify key drivers and challenges associated with 

developing successful partnerships that will enhance the development of workforce 

skills and the creation of employment.  The experience in the United States is offered 

to highlight the lessons learned in developing strong and effective partnerships.  It is 

widely accepted that by devolving more responsibility for the design and provision of 

services from central governments to local organizations, service delivery can be 

more responsive to the needs of these individuals, can better meet the demands of 

local businesses, can leverage community resources, and can take into account local 

economic conditions.  In addition, well-organized and well-functioning networks of 

local organizations can increase the capacity to meet the needs of local communities, 

not only with respect to employment services but also with respect to broader social 

and economic needs of local areas.  Within the U.S. context, the relationships that 

are needed to bring about effective partnerships entail both vertical hierarchies within 

the federal government system and horizontal relationships across organizations at 

local levels and across state agencies.  These relationships range from formal 

contractual arrangements, to less formal memoranda of understanding, to informal 

agreements.  However, putting into practice effective partnerships is beset with many 

challenges.  Issues regarding delegated authority, communication, performance 

monitoring, accountability, and trust arise periodically among federal, state, and local 

agencies. 

 

 While there is no universally accepted checklist of criteria that must be in place 

for successful partnerships and effective governmental relationships, organizations 

that are attempting to establish and improve such relationships are increasingly 

turning to the principles of good business management for guidelines.  I adopt a 

framework developed by the U.S. Department of Commerce for determining 

successful organizational performance that has been increasingly adopted by private 

and public entities to promote performance excellence.  I extend this framework, 
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which was designed for individual organizations, to partnerships of organizations and 

offer examples of local partnerships that have excelled in fulfilling many of these 

criteria.  

  

2.  The U.S. Workforce System 

 

2.1  Structure 

 

 The U.S. workforce system has evolved during the past 75 years from a centrally 

controlled system to one that has deliberately given local entities much more 

responsibility for designing, implementing, and delivering employment-related 

services.  However, reaching further back in the history of the U.S., centralized 

policy making was not the norm.  Throughout its history, grassroots efforts at the 

state and local levels have been the backbone of American society and have shaped 

the collective response to social programs.  Long before the federal government 

stepped in as a major player in determining social policies and funding services, states 

assumed the role.  States were seen as designing and implementing innovative 

solutions to meet the needs of their citizens.   

 

However, much changed during the economic crisis of the Great Depression 

of the 1930s.  States could no longer afford to provide workforce services.  Only 

the superior taxing power of the federal government and its strong leadership could 

revive and sustain these programs and expand them to meet the extensive needs of 

workers across the country during those dire times.  Therefore, the role of the federal 

government emerged as one of providing resources and standardizing services for all 

eligible citizens, more so than one that designs innovative solutions.   Since then, 

many federal workforce development programs have adopted practices that were first 

designed by states or other entities.  Federal agencies have provided technical 

assistance to help states implement programs.  They have also sponsored 

demonstration programs to test the efficacy of various types of approaches.  But 

many of these efforts came after states and local areas had already attempted earlier 

versions of these innovative approaches. 

 

The current workforce system in the United States establishes a hierarchical 

relationship between the federal and state governments and the local workforce 

investment boards (WIBs).  Created under the Workforce Investment Act of 1998, 

WIBs administer labor exchange and job training programs for workers in their local 

jurisdictions.  Depending upon the program, financing is shared by the federal and 

state governments.  Also, federal and state governments impose various 

requirements on the administration and delivery of these services, with limited 

flexibility afforded the local WIBs. Under WIA, the purpose of the Board is to 

oversee the administration of labor exchange and job training programs.  Local 

WIBs are comprised of business and civic leaders and, to a lesser extent, 

representatives of social and educational agencies and labor groups.  The 
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predominance of business leaders on the board is designed to provide more business 

input into the planning and delivery of workforce programs.   

 

The vertical relationships between federal, state and local governments are 

shown in figure 1.  The left side of the diagram depicts the relationships between the 

various levels of government, along with the lines of accountability and the flows of 

funding.  The right-side of the diagram shows the subcontracting of services by the 

WIB to local agencies and organizations.  The federal requirement that WIBs cannot 

provide direct services to workers opens up the field to a host of potential providers, 

including local government agencies, such as county government agencies or 

educational institutions, or private organizations such as non-profits or in some cases 

even for-profit organizations.  The contractual relationships with these entities are 

shown on the right side of the chart.  In addition, WIBs serve as the convenors and 

facilitators of informal relationships among organizations within their jurisdictions.  

These relationships may include economic development organizations and 

educational institutions.  Formal, contractual relationships may be formed with 

educational institutions, as shown in the figure, but rarely with local economic 

development entities.  These relationships will be discussed later on.  

 

Figure 1:  Schematic of Partnership Relationship with Workforce Investment Boards 
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2.2  Key Features of WIA 

 

 The Workforce Investment Act of 1998 (WIA) was enacted to address 

deficiencies in previous workforce programs.  The deficiencies included overlapping 

and redundant programs, limited access to services, unnecessary use of expensive 

training programs, and training programs not targeted to the needs of businesses or 
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workers.  In response to these deficiencies, WIA incorporated the following guiding 

principles:   

 

1. Customer focus and empowerment, 

2. System integration and service coordination, 

3. Universal access to services, 

4. Increased accountability and efficiency through performance 

monitoring, 

5. Strengthened local decision-making through WIBs, and 

6. Enhanced state and local flexibility.   

 

The attempts to address these six areas through WIA legislation are described briefly.  

  

2.2.1  Customer focus and Empowerment 

  

 WIA took steps to focus more on the needs of customers and to empower them to 

take a more active role in determining the course they would take to find employment 

by customizing programs, introducing market mechanisms and bring decision-making 

closer to the customers.  Customers that are eligible for intensive services develop a 

customized individual employment plan that lays out the various services and 

activities that they have chosen to pursue in consultation with a counselor.  

Individual training accounts (ITAs) offer flexibility so that customers can choose the 

courses they believe will give them the skills necessary to qualify for current 

vacancies and to advance in their careers.  Choice is also achieved through the 

subcontracting of services to outside vendors instead of being provided in-house.  It 

was anticipated that the arms-length relationship with providers would introduce 

market pressures, since WIBs could change providers if they are not responsive to 

customer and local business needs.  To provide customers with the information 

needed to make informed decisions about training and other services, WIA attempts to 

provide customers with assessment tools and labor market information.  The states 

also are required to compile a list of eligible training providers with sufficient 

information about course offerings and placement rates so that customers can choose 

the training provider that best meets their needs.   

 

2.2.2  System Integration and Service Coordination 

  

WIA addressed system integration and service coordination primarily through 

the establishment of one-stop centers.  WIA requires that all states and localities 

offer most training services through the one-stop system.  The one-stop center is a 

physical location in which all the workforce programs are located under one roof.  In 

many cases, the center encompasses up to 17 different employment programs, 

offering a comprehensive array of services to meet the individual needs of job seekers.  

Training and other services may actually be provided in other locations, such as 

technical centers, public schools, or community colleges.  It was anticipated that the 
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co-location of staff from the various programs within one physical location would 

encourage collaboration and integration of services.  However, other factors that 

affect true integration and coordination were not addressed.  The funding streams of 

the various programs were still separate and little money was provided to provide the 

“infrastructure” needed to bring together the various programs, such as sharing 

common management information systems and coming up with common intake 

procedures so that the system would appear more seamless to the job seekers.   

 

2.2.3 Universal Access 

 

Universal access was accommodated through establishing a hierarchy of 

services.  Within the one-stop system, there are three sequential levels of 

service—core, intensive, and training.  Core services entail little, if any, staff 

assistance and include job search assistance and preliminary employment counseling 

and assessment.  These services are available to all adults, and WIA imposes no 

eligibility requirements for anyone using these core services.  Intensive services are 

staff-assisted and are provided to individuals who are experiencing difficulty finding a 

job that pays enough to be self sufficient.  These services include case management 

and assistance in developing an individual employment plan.  Training, the final 

level, is reserved for those who lack marketable skills that are in demand in the local 

area, and who fail to get a job after receiving core and intensive services.  Initially, 

WIA was quite strict on following the sequence of services from core to training, 

without allowing participants to jump directly to a more intensive, staff assisted 

service.  As the program evolved, the sequential requirement of the program was 

relaxed and individuals who obviously needed job training in order to quality for 

decent employment were referred directly to job training services.   

 

Training programs under WIA are not targeted specifically and exclusively to 

low-wage workers, since WIA training programs do not have an income requirement.  

However, WIA regulations stipulate that in the event that funds allocated to a region 

for adult employment and training services are limited, priority for training services 

must be given to recipients of public assistance and other low-income persons.  In 

addition, state and local programs have been targeted to help low-wage workers 

overcome some of the barriers to receiving training services.  They include offering 

English as a second language (ESL) in the workplace, helping to meet transportation 

and child care needs, accommodating scheduling conflicts and financial constraints, 

and helping to overcome limited work maturity skills.     

 

2.2.4 Performance Measurement and Accountability 

 

 System accountability was addressed by extending, with modifications, the 

performance measures created under the predecessor program to WIA.  WIA 

modified the performance system in several significant ways.  First, the measures 

were initially expanded from 4 to 17.  The majority of these measures were 
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comprised of the same four measures across three programs.  For adults, dislocated 

workers, and youth ages 19-21, these measures were 1) entered employment rate, 2) 

retention rate after six months of entering employment, 3) earnings change before and 

after exit from the program, and 4) the obtained credential rate for youth.  For the 

younger youth (ages 14-18), the measures include attainment of basic skills, 

attainment of a high school diploma or equivalent, and placement and retention in 

postsecondary education and training, employment, or military service.  Additional 

measures included customer satisfaction responses from a short survey.  However, 

after several years into the program, the performance measures were reduced back to 

the original three measures that were common across all workforce programs.   

 

Second, performance goals were negotiated between the U.S. Department of 

Labor (USDOL) (through its regional administrators) and the states, and states in turn 

negotiated with the local WIBs.  These goals were expected to hold states and WIBs 

accountable for their performance and to set high standards for the delivery of 

services. 

 

2.2.5  Strengthening local decision making 

 

       Under WIA, decentralization of responsibilities and the increase in local 

control were further advanced with the creation of workforce investment boards 

(WIBs).  The extent to which WIA, in fact, achieves its objectives of greater system 

integration, customer empowerment, and efficiency depends upon how the 600 local 

workforce areas implement these policies.  The local WIB is comprised primarily of 

local business leaders so that it is responsive to the needs of businesses.  The system 

is built on market mechanisms and not a command and control system.  The WIBs 

are asked to design programs and implement them through contractual agreements 

with independent vendors. The local WIBs have arms-length contracts with 

independent vendors who supposedly are subject to market pressures and can 

anticipate the needs of local customers and businesses more fully. 

 

2.2.6  Enhanced State and Local Flexibility 

 

 In addition to the greater role given to local workforce boards under WIA, states 

were also given more discretion.  State-level workforce boards develop strategies 

and policies that govern the administration of workforce programs within their states.  

Governors are given discretion to spend a small portion of the WIA dollars that flow 

through their states to the WIBs.  These funds are used for a variety of workforce 

programs but many states direct these funds for customized training requested by 

businesses.  The flexibility afforded states also allows them to be able to form 

partnerships across state-level agencies responsible for economic development and 

educational operations. Some states have forged partnerships with non-profit 

organizations, such as charitable foundations, to help finance special programs.   
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2.2.7 Effectiveness of the WIA System   

 

Before examining the effectiveness of horizontal partnerships with the 

workforce system, it is instructive to assess the effective of the vertical hierarchy of 

government in delivering workforce programs.  A few years after WIA was in 

operation, the U.S. Department of Labor requested and sponsored a process 

evaluation of WIA to determine how well the new features of the system were 

working.  The process evaluation was conducted by observing the operations of 30 

one-stop career centers in 16 local areas in 8 states (Barnow and King, 2005).   

 

            The evaluation offered the following challenges that at the time it was 

conducted were still unresolved.   

 

1)  Balancing accountability and flexibility under a broad-based federal 

grant-in-aid program such as WIA is critical for success.  The challenge is finding 

the right mix of flexibility and accountability so that an accountability system tailored 

to achieve federal goals does not thwart state and local governments from addressing 

what they see as their own needs.  Unless the states and local WIBs are free to 

innovate, the system will not respond effectively to the needs of workers and 

businesses and promote improvements in the system. 

 

2) Cooperation among federal, state, and local government relationships must 

be maintained on an ongoing basis.  Under WIA, most funds flow from the federal 

government to the states to the local workforce boards.  The challenge is to achieve 

the appropriate mix of authority so that each level of government has an appropriate 

voice and that federal and state requirements are harmonized and local entities have 

sufficient autonomy in the design and delivery of services.   

 

3) Reporting and performance requirements should not adversely affect 

customer selection, the provision of services, and outcomes.  However, under 

pressure to meet increasingly higher goals there is a tendency for local WIBs to enroll 

those who they believe are more likely to succeed, leaving the harder-to-serve without 

needed services.  Revamping the performance measurement system to take into 

account the employability of participants could reduce this tendency.   

 

4)  Strong leadership at the local and state levels is necessary to provide a 

proper balance within this hierarchical system and to ensure that business plays an 

active role.    

 

5)  Determining how to engage business in workforce programs and to 

sustain their participation is critical, but is still a major issue for many WIBs.    

 

2.3  Partnerships with the Workforce System 
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 WIBs form three types of partnerships with local organizations.  The first is 

contractual arrangements with service providers to provide workforce services and to 

operate the one-stop centers.  These are formal contracts that are governed by 

performance goals and are scrutinized by financial and program audits.  These 

partnerships may include public organizations such as educational institutions and 

for-profit companies such as proprietary training programs.   

 

The second type of partnering arrangements entails memoranda of 

understanding with agencies that share common goals and objectives for a common 

customer base. These partners include organizations that serve the same group of 

customers as the workforce system (e.g., dislocated workers, the economically 

disadvantaged, and youth), but in other ways, such as providing housing, medical 

assistance for the uninsured, and food assistance.  These organizations can be other 

government agencies or not-for-profit organizations. A memorandum of 

understanding (MOU) binds them informally to jointly pursue pre-determined goals 

and objectives.  I classify an MOU as an informal relationship because there is no 

contractual agreement involved.  By forming these partnerships, WIBs serve as a 

focal point for integrating and coordinating services beyond what is provided through 

WIA or through other government programs to include services provided through 

local nonprofits, many of which are funded through charitable organizations.  In this 

way, they leverage government dollars with private-sector and charitable dollars to 

expand the capacity to provide services.   

 

The third type of partnership is even less formal.  These are built upon a 

common vision for the community and are typically held together by trust and 

community pressure.  This type of partnership is the predominant way in which 

workforce development and economic development organizations cooperate at the 

local level.  They share a common vision of a quality workforce, but may differ 

significantly in culture, motivation, time horizons, and need for accountability.   

 

3.  Assessing the Effectiveness of Partnerships 

 

Assessing the overall effectiveness of partnerships with the workforce system 

is complicated by the significant differences in the types of partnerships formed.  

Therefore, I will consider their effectiveness in three stages.  The first is the 

relationship between the vertical hierarchy of government and the horizontal 

arrangements of local WIBs and their service providers.  These entities are linked 

together with a common purpose and goal, but also through financial contracts and 

with strict guidelines on financial and programmatic accountability.  The second 

stage includes the first but adds the relationships among state agencies within a state 

designed to bring together workforce, education, and economic development interests 

and activities.  These are typically tied together by memoranda of understanding.  

The third stage examines the informal (non-contractual) relationships between local 

WIBs and local educational, economic development, and social service providers.   
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However, before examining these relationships, it is necessary to set criteria, 

or at least guidelines, for establishing an effective partnership.  To evaluate the 

effectiveness of a specific program or intervention, one would typically turn to net 

impact analysis.  However, the effects of partnerships on worker and business 

outcomes are much more subtle than the effects of the services they provide, such as 

training and employment service, which confounds the use of such methodologies.  

Therefore, it is necessary to turn to other approaches.  One approach that has been 

widely used is a set of criteria established by the U.S. Department of Commerce to aid 

businesses, government organizations, and not-for-profits in improving their 

performance.  Since its inception in 1988, the Malcolm Baldrige National Quality 

Award has been a tool used by thousands of U.S. organizations to stay current with 

ever-increasing competition and to improve performance.  While it was designed for 

single organizations, it is easily extended to networks or partnerships of organizations.  

Most recently, it has been adopted by the International Economic Development 

Council to gauge the performance of local economic development agencies and to 

help them improve their organizations.   

 

3.1  Baldrige Criteria 

 

The Baldrige Award sets forth criteria that can be used as a self-assessment 

tool to 1) help improve organizational improvement practices, capabilities and results, 

2) facilitate communication and sharing of best practices information among 

organizations of all types, and 3) serve as a working tool for understanding and 

managing performance and for guiding planning and opportunities.  For those 

organizations pursuing the award itself, these criteria become the basis for an 

independent Board of Examiners to evaluate the applicant’s written response to these 

questions.  The Baldrige Award is sponsored by the U.S. Department of Commerce 

and administered by the National Institute of Standards and Technology.  Since 1988, 

only 71 recipients have been named as Baldrige recipients among the thousands that 

have started the process.  Boxes 1 and 2 list the core values and criteria.   

 

The values espoused by the Baldrige Award focus on customer-driven 

excellence, which places the customer at the center of strategic planning and 

decision-making.  The pursuit of excellence depends upon an organization’s top 

leaders to create a customer focus and set direction, and to champion values and 

expectations that balance the needs of customers with that of other identified 

stakeholders, including employees and partners.  Other attributes, as listed in Box 1, 

emphasize innovation, agility, and managing by fact based on well-established 

performance measures.   

 

The Baldrige criteria emphasize a systems approach to organizational 

excellence.  By extending the system to include a network of organizations within a 

partnership arrangement, it is easy to see how the Baldrige criteria are pertinent to 
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assessing the effectiveness of partnerships.  The criteria are summarized in figure 2.  

The first three criteria listed in Box 2—leadership, strategic planning, and customer 

and market focus—represent the leadership triad.  According to the Baldrige manual, 

these categories are placed together to emphasize the importance of leadership in 

focusing on customers and shaping strategy.  The second triad of categories 

represents results in which employees and key processes lead to the results of the 

organization.   The horizontal arrow in the middle of the diagram links leadership to 

results and the vertical arrow toward the bottom of the diagram indicates the 

importance of feedback in an effective performance management system (Baldrige, 

2001).  

 

Figure 2:  Baldrige Criteria: A Systems Approach 
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Results
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Source:  Baldrige, 2001
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Box 1:  Malcolm Baldrige National Quality Award  

 

Core values: 

 

Visionary leadership 

• Organization’s leadership should set directions and create a customer focus, 

clear and visible values, and high expectations. 

• Leaders should ensure the creation of strategies, systems, and methods of 

achieving excellence, stimulating innovation, and building knowledge and 

capabilities. 

• Leaders should inspire and motivate the entire workforce (and network) and 

should encourage all employees to contribute, to develop and learn, and to be 

innovative and creative. 

 

Customer-driven Excellence 

• Organization’s customers judge the organization’s quality and performance.  

  

• Customer-driven excellence is a strategic concept.  It demands constant 

sensitivity to changing and emerging customer and market requirements and to 

the factors that drive customer satisfaction and retention.  It also has both 

current and future components: understanding today’s customer desires and 

anticipating future customer needs. 

 

Valuing Employees and Partners 

• Organizations need to their employees satisfaction, development, and 

well-being.  

• External partnerships are critical to better accomplish goals.  Partnerships 

encourage the blending or an organization’s core competences or leadership 

capabilities with the complementary strengths and capabilities of partners. 

 

Agility 

• A capacity for rapid change and flexibility 

 

Managing for innovation 

• Innovation means meaningful change to improve an organization’s services 

and processes and to create new value for the organization’s stakeholders.   

 

Management by fact 

• Organizations should be driven by facts and that depends on measurement and 

analysis of performance.  Such measurements should derive from business 

needs and strategy and they should provide critical data and information about 

key processes, outputs, and results.   

• Measures and indicators should best represent the factors that lead to 

improved customer, operational, and financial performance.   
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Focus on Results and Creating Value 

• An organization’s performance measurements should focus on key results.  

Results should be used to create and balance value for key 

stakeholders—customers, employees, partners, the public, and the community.   

 

Systems Perspective 

• The organization should be managed from a systems perspective, and the 

Baldrige criteria provide the building blocks and the integrating mechanism 

for that system.  

 

Box 2: Baldrige’s Seven Criteria for a Successful Organization 

 

Leadership 

• Addresses how the organization’s or network’s leaders address values, 

directions, performance expectations, as well as a focus on customers and 

other stakeholders, empowerment, innovation, and learning.   

 

Strategic planning 

• Addresses how the organization develops strategic objectives and action plans.  

Also it asks the organization to examine how it chooses strategic objectives 

and how action plans are deployed and how progress is measured. 

 

Customer and market focus 

• Describes how the organization builds relationships to acquire, satisfy and 

retain customers and to develop new opportunities.  Describes how 

organization determines customer satisfaction. 

 

Information and analysis 

• Examines the organization’s information management and performance 

measurement systems and how the organization analyzes performance data 

and information. 

 

• Performance measurement is used in fact-based decision making for setting 

and aligning organizational directions and resource use at the work unit, key 

process, departmental, and whole organization levels. 

 

• Benchmarking refers to identifying processes and results that represent best 

practices and performance for similar activities, inside or outside the 

organization’s industry. 

 

• This information should feed back to leadership’s organizational leadership 

review and strategic planning. 
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Human resource focus 

• Examines how organization motivates and enables employees to develop and 

utilize their full potential in alignment with the organization’s overall 

objectives and action plans.  Also examines efforts to build and maintain a 

work environment and an employee support climate conducive to performance 

excellence and to personal and organizational growth. 

  

Process management 

• Examines the key aspects of the organization’s process management, including 

customer-focused design, product and service delivery, key business, and 

support processes.  This category encompasses all key processes and 

partnering organizations.  

 

Business results 

• Examines the organization’s performance and improvement in key business 

areas—customer satisfaction, product and service performance, financial and 

marketplace performance, human resource results, and operational 

performance.  Also examined are performance levels relative to other similar 

organizations. 

 

3.2  First Stage Partners:  Workforce Intermediaries 

 

The first stage partners include the three levels of government (federal, state, 

and local) and the workforce intermediaries that provide employment and training 

services through contractual agreements with the WIBs.  These workforce 

intermediaries typically include public educational institutions, such as community 

colleges and public school districts.  These first stage partners establish an important 

link between the workforce system and parts of the educational system.  The more 

than 600 WIBs that administer workforce services across the US vary considerably in 

their effectiveness in forging partnerships with workforce intermediaries.  The more 

exemplary partnerships strive to follow many of the criteria of the Baldrige, without 

necessarily pursuing Baldrige principles explicitly.  I present in the next section a 

description of the workforce system in the City of Chicago as an example of a WIB 

that works with a large network of providers and community-based organizations.  

While other WIBs may be more exemplary in achieving its goals, Chicago provides 

an instructive case study of how a WIB has addressed many of the key issues 

necessary to achieve best practice.21     

 

The Mayor’s Office of Workforce Development (MOWD) of the City of 

Chicago partners with private business, community organizations, and other 

government bodies to provide reemployment services to people in Chicago.  MOWD 
                                                        
21 This description of MOWD is based upon a site visit by an OECD study tour that examined 

training programs to upgrade the skills of low-qualified workers.  This description appears 

in OECD (2006).  
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focuses equally on business and individual needs to provide job placement services 

that benefit the city.  These services are beneficial by reducing unemployment and 

the costs involved, and offering savings to the businesses of Chicago by providing 

qualified, pre-screened candidates who can fill their immediate openings.  MOWD 

contracts with providers to offer services mandated by WIA through one-stop career 

centers.  The centers provide job training for displaced workers and employment 

services for job seekers in conjunction with the Illinois Employment Training Center.  

MOWD also offers the Quantum Opportunities program, which provides basic 

vocational skills training and job/college placement services to 16-24 year olds from 

disadvantaged areas in an attempt to improve the employability of participating 

members.     

  

 MOWD works through WorkNet Chicago, a network of over 130 

community-based, citywide organizations that helps businesses find qualified workers 

and assist workers obtain the skills and receive appropriate reemployment services so 

that they can find and retain jobs.  Included among these organizations are five 

WIA-funded Chicago Workforce Centers and 33 community-based affiliates.   At 

the centers and affiliate agencies, customers attend service orientations, visit resource 

rooms to search the Internet for job openings, use the fax machines and printers to 

send resumes to employers and receive assistance from front-line staff.  In addition 

to these core services, local job seekers, approximately 11,000, participated in 

intensive services, such as workshops covering job-readiness skills, job search 

techniques, resume writing, English as a second language and basic skills.   Nearly 

2,600 received vocational training vouchers to upgrade their skills, choosing from 

nearly 600 training classes offered through 135 state-certified training organizations.  

These services helped more than 6,400 local residents get full-time jobs.22   

  

 The MOWD staff supports a network of partnerships.  Part of the motivation 

stems from the lack of adequate funding to accomplish the goals set out by the local 

workforce system.  Partnerships offer an opportunity to leverage their resources.  

Another reason to form partnerships is that the WIA legislation, which most of 

MOWD’s programs come under, requires staff to spend more time forging 

partnerships among organizations and working with these organizations in their role 

as customers.  One staff member offered that “partnerships are crucial to making 

things work for everyone; we need to have everyone moving in the same direction and 

need to work on partnerships in which each party will bring something to the table, 

particularly when funds are decreasing.”  Under the umbrella of programs 

administered by the workforce board, staff coordinates services with regular meetings 

with case workers from several departments and agencies.   

 

One of the barriers to more effective integration of services is the lack of a 
                                                        
22 Statistics taken from a prepared statement by Jackie Edens, Commissioner of the Mayor’s 

Office of Workforce Development, and transmitted to members of the Chicago City Council, 

October 27, 2003.   
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single management information system that can track common outcomes across 

agencies.  Each agency has its own system.  They have implemented an innovative 

system using “swipe cards” to record who uses core services, but this falls short of 

being able to share information across departments.  Another difficulty is the 

inherent problem of aligning goals and standards among the partners.  While the 

various partners may buy into a common goal, turf issues still remain and can get in 

the way of effective collaborations.  A complicating factor is that under WIA 

legislation workforce investment boards must subcontract with third party providers 

to offer services.  Even though these relationships are governed by contracts that 

specifically state performance standards, they are still arms-length arrangements and 

it is not always possible to monitor the approach that subcontractors take in dealing 

with customers or in offering the level of customer service and satisfaction.  Many 

educational institutions see a conflict between their mission of providing educational 

services and WIA’s narrower mission of assisting job seekers to find employment 

(Grubb 1996, D’Amico et al. 2002).  For instance, many training programs are 

provided by community colleges and often they fit these programs into their regular 

schedules and in their format designed for regular students, not for students who are 

trying to balance work and home responsibilities with their educational pursuits.  

Even though the workforce board understands that this approach may not be what 

employers and employees prefer, they find it difficult to change the culture of 

community colleges to provide a more customized service.   

  

 Partnerships are also crucial in gathering information about the needs of 

employers.  Market-driven or demand-driven services are the current focus of state 

and federally funded workforce systems.  Assessing the needs of businesses starts 

with the composition of the local workforce boards.  WIA legislation requires that 

local boards include a majority representation of local area employers, so that broader 

input can be brought to the decisions on what type of training to provide.  Many 

local boards also focus on sectoral issues, providing services to companies and 

workers within designated sectors, many of which are high-tech sectors or health 

industries where severe worker shortages exist.  This approach follows the federal 

lead in which the U.S. Department of Labor has targeted a handful of sectors for 

special attention.  Even with the federal government taking the lead on this initiative, 

the funds available for training are relatively small.     

 

 According to MOWD staff, one of the barriers facing local workforce boards is 

that training and employment services must meet the performance standards imposed 

by federal regulations under WIA.  The state can waive some requirements, such as 

the money that flows through the state’s economic development agency for 

customized training to retain or attract companies.  But for the regular WIA 

programs, participants must satisfy specific eligibility requirements and providers 

must meet performance standards.  As one staff person pointed out, “if we miss one 

performance standard, we could lose financially.”   

  



 82

 Even with the focus on partnerships and strong business representation on local 

boards, companies still express concern that their needs are not met.  One problem 

MOWD faces, along with other workforce investment boards, is that as a public 

agency it is in the position of trying to satisfy everyone, whereas non-government 

organizations can be very targeted in whom they serve.   

 

3.3  Second and Third Stage Partnerships:  State and Regional Skill Alliances  

 

As previously mentioned, Chicago’s WIB is but one of hundreds of examples 

of ways in which WIBs form partnerships.  Several states have implemented 

programs to provide technical assistance and financial incentives to help and 

encourage WIBs to do a better job of bringing together business, education, and 

workforce development to form effective partnerships.   

 

3.3.1 Regional Workforce Preparation and Economic Development Act of California 

 

One of the earliest state programs to attempt regional collaboration of this sort 

was initiated by the State of California in 1998.  Faced with a growing concern that 

the workforce development system was not responding to emerging workforce 

education and training needs, the state legislature passed the Regional Workforce 

Preparation and Economic Development Act (RWPEDA) in 1998.  It was a unique 

effort designed to bring education, workforce preparation, and economic development 

partners together at the state and regional levels. The goal of the Act was to create an 

integrated, effective, and responsive workforce development system that better met 

the needs of employers and job seekers and improved the quality of life for all 

Californians.   

 

In its attempt to integrate the four areas related to education, workforce 

development and economic development, RWPEDA formed partnerships at both the 

state and local levels.  The act had three components:  

 

1) The Act directed the four state agencies with responsibilities for public 

K-12 education, community colleges, workforce development, and economic 

development to enter into a memorandum of understanding (MOU) and develop a 

unified workforce development strategy for the State.  To ensure effective 

implementation of RWPEDA and the MOU, a Joint Management Team (JMT) was 

formed consisting of executive staff from each of the four agencies.  

 

2)  The Act instructed the four state-level partner agencies to select and fund 

at least five regional collaboratives to participate in economic development strategies 

and to deliver services to clients in a more responsive, integrated, and effective 

manner. The JMT, operating under the MOU, funded a total of six pilot regional 

collaboratives.  Each pilot developed its own unique strategy for addressing the 

needs within its region and for implementing regional economic development 
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strategies.  

 

3)  The Act required the partner agencies to create an integrated state 

workforce development plan. This plan was to guide the development of an integrated 

workforce 

development system at the state and local levels. The JMT developed a policy 

framework document by soliciting input from a 37-member Advisory Group.23 

 

 Regional Collaborations  The RWPEDA legislation supported the creation of 

locally-initiated regional collaboratives in order to bring together workforce 

development partners to test strategies for integrating and improving both service 

delivery and workforce development systems at the regional level. Six regional 

collaboratives were awarded funding.  They represented a diverse range of 

geographic, economic, and proposed programmatic characteristics, including single 

and multiple county regions, rural and urban areas, industrial and agricultural 

economies, and direct service and system-based activities.  

 

The Los Angeles County Workforce Preparation and Economic Development 

Collaborative is an example of one of the more diverse but successful collaboratives.  

It encompasses Los Angeles County, which is home to 10 million people stretching 

across a large geographic area.  It is served by multiple community college districts, 

K-12 educational programs and workforce development entities—including eight 

separate Workforce Investment Boards—and also has enormous county agencies that 

manage the CalWORKs and employment programs. Despite being a large county with 

multiple stakeholders and wide-ranging needs and interests, the collaborating partners 

succeeded in developing countywide projects to support employers and job seekers. 

Some of the activities initiated by RWPEDA have been sustained beyond the project 

period, made possible by securing additional funding as well as continuing interest 

and support of the partners  (BPA, 2002). 

 

 State-level Collaborations  The state-level collaborations mirrored the regional 

collaboratives by bringing together the state agencies responsible for education (both 

K-12 and community colleges), workforce preparation, and economic development 

for California. Historically, the disconnect between these partners has stemmed from 

differences in missions, priorities and cultures as well as real and perceived turf 

battles and competition for funds (BPA, 2002).  However, in the 1990s, 

policymakers began to encourage these agencies to work together through initiatives 

such as the federal School-to-Work Opportunities Act and the One-Stop Career 

Centers Initiative. The goal of RWPEDA was not to develop partnerships to improve a 

particular type of service, but rather to improve the delivery of all workforce 

development services through collaboration, leveraging of resources, and system 

building.  The legislation mandated that the four agencies come together to establish 
                                                        
23
 Evaluation of the Regional Workforce Preparation and Economic Development Act: Final 

Report, June 28, 2002, BPA 
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a MOU, select and fund at least five regional collaboratives, and develop and 

implement an integrated state workforce development plan.  According to the 

evaluation, the state-level collaborative was able to overcome several significant 

barriers, including the layer of bureaucracy established by the enactment of WIA in 

1998, and achieve successful collaboration.  The Joint Management Team, 

established by the four agencies, was able to develop an integrated strategic 

workforce development plan that served to guide the state agencies and regional 

collaboratives (BPA, 2002). 

 

 The evaluation of RWPEDA, conducted by an independent consulting firm, 

found that successful collaborations at both the regional and state levels depended 

upon strong leadership, the involvement and support of key stakeholders, consensus 

decision-making, strong focus on the goal of system change, timely and consistent 

funding streams, and formal communication networks.  The state-level collaboration 

also benefited from developing a memorandum of understanding among the agencies.  

The more successful regional collaborations grew out of new collaborations instead of 

relying on existing ones, and they found that the process of applying to become a 

collaborative promoted collaboration (BPA, 2002).    

 

3.3.2  National Governors Association’s Policy Academy Initiative 

 

 Other states followed California’s example to implement similar types of 

partnerships.  The National Governors Association (NGA) brought together six 

states committed to forging partnerships among workforce, economic development 

and education initiatives.  The purpose of the year-long project was to assist 

governors in developing strategies for a global economy.  The agenda included 1) 

connecting workforce development to economic needs, 2) building a stronger 

educational pipeline to produce skilled workers, 3) expanding opportunities for 

continuous learning, 4) enhancing workers’ abilities to manage their careers, 5) 

strengthening work supports to promote employment retention and career 

advancement, and 6) strengthening governance and accountability in the workforce 

system.  Each of the six states approaches these tasks in different ways, building 

upon their existing strengths and ongoing initiatives.  For example, to connect 

workforce development to economic needs, Ohio has formed regional councils 

throughout the state to evaluate and address important workforce issues for key 

sectors in specific regions of the state.  As another example, Missouri’s Division of 

Workforce Development has collaborated with various private sector companies to 

develop career ladders for workers.  The partnership with the private sector has been 

critical in helping the state identify the specific technical skills needed by businesses 

in the key sectors of biotech, healthcare, and information technology industries.   

 

 The lessons learned from the six-state project are similar to those from California.  

Partnerships must share a common vision, have strong leadership, develop trust 

among the partners through consensus-building, develop and assign defined tasks and 
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deliverables, maintain a focus on desired outcomes, develop measures to track the 

outcomes, and communicate the outcomes to all partners (NGA, 2004).      

 

3.3.3  Federal Initiatives Promoting Regional Partnerships 

 

 The federal government has also initiated programs to encourage effective 

partnerships among local businesses, workforce development, economic development 

and educational institutions.  Specifically, the U.S. Department of Labor has 

sponsored a program, the Workforce Innovation in Regional Economic Development 

(WIRED), to support the development of a regional, integrated approach to workforce 

and economic development and education. The ultimate goal of WIRED is to expand 

employment and advancement opportunities for American workers and catalyze the 

creation of high-skill and high-wage opportunities.  Currently, the WIRED Initiative 

consists of three generations of regional collaborations.  The first generation of 

WIRED, which includes 13 regions, was announced in February of 2006. Each first 

generation WIRED Region received $15 million over a three year period. An 

additional 13 regions – the second generation of WIRED– followed in January 2007. 

After receiving a small planning grant, these regions will now receive an additional $5 

million over the next three years, bringing the total investment to more than $260 

million for the first and second generations of WIRED. 

 

 Given that one of the significant goals for WIRED is to fully align the public 

workforce investments with a regional economic growth agenda, WIBs are integral to 

the success of WIRED.  They are encouraged to work with Governors on the 

application process and on the implementation of the WIRED Initiative. Regional 

partnership teams must include a senior representative of the workforce investment 

system within the region as the lead, or co-lead with at least one other regional partner, 

for the region’s WIRED grant activities.   

 

 Grand Rapids, Michigan received one of the first generation WIRED grants.  It 

comprises more than a dozen partners within a seven-county area and focuses on 

developing and managing an innovations lab concept designed to spawn a wide range 

of innovations in their regional workforce development system.  The collaborative 

pursues four categories of innovations. 

 

 1)  Market Intelligence initiatives are underway to better understand the detailed 

structure of regional employment clusters and the emerging requirements for the 

innovation economy.  These include an analysis of the skill development needs of 

emerging life sciences, alternative energy and sustainable manufacturing sectors; 

analysis of the evolution of the global supply chains in the region’s industries and how 

they affect the demand for workforce skill development; development of a strategy for 

attracting and retaining knowledge workers through new workplace designs, and 

system for regional outreach and engagement.   
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 2)  The collaborative is also bringing together all the region’s other initiatives in 

order to focus on building awareness and knowledge about innovation and developing 

innovation skills in the current and emerging workforce. 

 

 3)  An integrated workforce system around emerging industries and their skill 

needs is another component of the initiative.  Collaboratives are working to 

transform the workforce system by providing performance-based credentialing, 

developing a model Global school, accelerating engineering programs, implementing 

the manufacturing skills standards system, and other region-wide workforce 

development programs. 

 

 4)  The collaborative focuses on initiatives designed to stimulate 

entrepreneurship and new business creation in key sectors of the innovation economy.   

 

 The WIRED initiative is too new for it to be evaluated, but it includes many of 

the features of the other programs listed above with the addition of federal funds to 

help sustain the effort.  Applicants who were successful in receiving funds had to 

demonstrate that their proposed regional initiative had the commitment of key leaders 

in the region, focused on the needs of businesses, integrated workforce development, 

education, and economic development efforts, established clear goals and objectives, 

aligned resources with those goals, developed and tracked performance measures, and 

set in motion ways to meld the cultures of the various organizations. 

 

3.3.4  Partnerships with Local Economic Development Organizations 

 

 The design of strategy and the implementation of local economic development 

activities in the US takes place primarily at the local level, while much of the 

resources to finance economic development efforts originate at the national or state 

levels.  In most instances, higher levels of government have more taxing authority 

and are better able to spread the financial burden across a broader population base.  

Yet, local organizations are closer to local businesses and residents in their areas and 

are better able to assess their needs and direct resources to meet them.  They 

determine the combinations of programs that are best suited to target the needs of 

businesses and residents within their geographical area of concern. 

The responsibility of designing and implementing local responses to economic 

development needs is shared by both government and non-government entities.  In 

some instances, municipalities and other local government entities, such as counties 

and states, assume the sole responsibility for administering certain programs. Local 

elected officials see promoting economic development in their areas as one of their 

primary responsibilities.   

Partnerships between economic development and workforce development 

organizations face the typical challenges of sharing common goals and objectives, 

aligning resources according to their goals, and tracking outcomes.  For workforce 

development and economic development entities, an even more vexing challenge is 
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the melding of two cultures.  Workforce development organizations are accustom to 

working with state and federal governments, which require strict accountability and 

transparent accounting and programmatic practices, which are scrutinized closely by 

funding agencies.  They have also fostered a paternalistic culture in which they view 

their customers as needing assistance in understanding what is in their best interest.  

Economic development organizations, on the other hand, particularly the 

non-governmental ones, work behind closed doors in order to strike the deals with 

private business entities.  Businesses do not appreciate public scrutiny.  Thus, 

economic development organizations, who deal directly with businesses, are not 

accustom to transparency and resist the oversight and accountability of government.  

They also have a culture of responding to the needs of business without question.  In 

additional to cultural differences, they may have different goals from workforce 

development entities and may work at cross purposes.  For example, economic 

development efforts typically take a posture of reducing labor costs to attract and 

retain businesses.  At the same time, lower labor costs may mean pursuing 

labor-saving strategies and opting for jobs with fewer worker benefits.  Workforce 

development organizations strive to find workers jobs with decent pay and benefits. 

Obviously a region’s economic vitality is essential for a stable and healthy labor 

market, and vice versa.   

 

An example of an economic development organization that has successfully 

partnered with other local agencies is the Right Place Program in Grand Rapids, 

Michigan.  It is a private, non-profit organization focused on promoting economic 

growth in the urban core of city of a metropolitan area of more than a million people.  

The Right Place provides the standard set of economic development services (e.g., 

information on industrial sites, tax abatements, state-wide business incentives) and 

works closely with businesses to help them connect with the proper government 

agencies to receive the appropriate incentives and assistance.  In addition, it has 

partnered with other organizations to offer several unique programs.  One such 

initiative partners with the City of Grand Rapids to redevelop abandoned industrial 

land in the inner city.  Such a venture is risky, since companies looking to locate in 

an area are more attracted to undeveloped “greenspace” than to urban locations with 

uncertain payoffs.   

 

To gauge the performance of economic development organizations, the 

International Economic Development Council in collaboration with Georgia Tech 

University recently conducted a survey of accredited economic development 

organizations (AEDOs) in which they used a slightly expanded list of Baldrige criteria 

to assess their effectiveness.  In addition to the 7 principles listed in Box 2, they 

added partnerships and relationships.  The respondent self-assesses the organization 

with a score between 0 and 5, with 5 being the top rating.  Results show that the 

highest rated category if customer and market focus, receiving an average score of 4.4.  

The partnerships and relationships category is tied for second (with results) with an 

average score of 4.3.  Leadership and performance tracking systems are the two 
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lowest scored categories, receiving a 3.9 and 3.3 respectively.24   

 

 Within the partnership and relationship category, the top responses were related to 

the board members active involvement in other community groups (4.6), the EDOs 

effective relationship with local government (4.6), which could include WIBs, and its 

effective relationship with state/regional partners (4.6).  Its three lowest ranked 

categories were its collaboration with other community based organizations (4.1), its 

ability to expand resources through relationships (4.0) and its effective collaboration 

with other EDOs (3.9).   

4.  Requisites of Effective Partnerships  

   

Observations of partnerships among workforce development, economic 

development, and educational institutions point to several important lessons and 

challenges.  These insights are organized according to the relevant Baldrige criteria.   

 

4.1. Leadership    

 

There must be strong leadership to help define the common purpose of the 

partnership and educate partners as to the importance of cutting across the various 

boundaries that may separate their efforts.  The benefit of turning disconnected 

specialized units into cross-functional teams is to create a system that serves workers 

(and businesses) holistically, cost effectively, and creatively.  It adds value that 

exceeds the capacity of each partner working alone.  Strong leadership is also 

required to mobilize resources within the community and within the partnering 

organizations in order to achieve the desired outcomes.  Simply following formal 

procedures or interventions that have been adopted in other areas or that have been 

prescribed by higher levels of authority may not be sufficient to make for an effective 

delivery of services.  It may take abilities of a leader to motivate workers and other 

partnering organizations to make it all work.  The need for strong leadership is 

particularly important for informal partnerships in which the relationship is not based 

on a contract arrangement or a memorandum of understanding, but only on the shared 

vision between the organizations.   

 

Partnering organizations must also be advocates for their causes, such as 

workforce development agencies for workers and economic development agencies for 

businesses.  This advocacy must be on-going.  Implementing a program or set of 

programs, which at the time are shown to be effective in serving the needs of workers, 

does not guarantee that the program will continue to achieve the same desired 

outcomes in the same cost-effective manner.  The circumstances of workers, the 

demand for their skills, and general economic conditions affecting the demand for 

workers with various qualifications all change over time.  Unlike for businesses, 

there is no on-going market test to indicate the benefit-to-cost ratio of these social 

                                                        
24 Georgia Tech Enterprise Innovation Institute, Benchmarking Survey of AEDOs, 2006. 
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programs.   

 

The leaders of partnering organizations should also be “cheerleaders” for one 

another, encouraging partnering organizations to pursue sound procedures and to 

adhere to rigorous performance goals.  Each must recognize that the success of their 

partners enhances their own performance.  With each organization monitoring the 

performance of the other partners, a system of mutual accountability can be achieved, 

in which no central organization is acting as “principal,” but rather a community of 

organizations that hold each other accountable for their actions and progress. 

 

4.2  Customer Focus   

 

Partnerships among social organizations struggle to define clear purpose and 

performance measures, since each member may come to the alliance with a different 

perspective, motivation, and expected outcome. It is no different among the three 

functions considered here.  Even the objectives are difficult to agree upon, at times.  

For instance, finding and retaining a job is a well accepted and desired outcome of 

employment policy.  Yet, the dual objectives become less absolute when one adds to 

the outcome metric the goal of achieving relatively high wages.  Economic 

principles dictate that the pursuit of high wages can compromise the goal of gaining 

employment for broad groups of workers.  High wages may also discourage 

businesses from remaining in the area and new businesses from coming into a region.  

However, adding education to the partnership and setting as a goal the pursuit of a 

highly qualified workforce may help to harmonize the goals of these three entities.    

 

4.3  Strategic Planning.   

 

Once a shared vision has been established, the local organizations need to 

become problem-solvers.  Unlike the simple hierarchical structure in which the 

provider only provides, in this more interactive and flexible system of partnerships, 

the provider also helps to decide how to provide services.  Thus, the partners find 

themselves negotiating roles, responsibilities, and resources for carrying out the 

delivery of services.  Considering local organizations not only as service delivery 

agents but also as problem-solving agents puts a new perspective on the 

principal-agent relationship.  This drastically reduces the principal’s role and 

influence and flattens out the organizational structure by empowering the agents to 

make more locally based policy decisions.  And it poses the question of what is the 

role of the principal (central government agency) vis-à-vis the agent.  Perhaps the 

centralized agency is simply a source of funding, a source of technical assistance, and 

one that loosely monitors the activities of the local organizations to ensure that 

services (not necessarily the same services) are available to all workers within the 

country.   

 

4.4  Process Management.   
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To complicate the pursuit of effective partnerships, both vertically and 

horizontally, not enough is known about what programs work and do not work in 

order to customize services to address the employment needs of specific individuals.  

Knowledge about the effects of program interventions of broader subgroups is limited. 

This ambiguity contrasts sharply with the calculus of business in which the indices of 

value and competitiveness, such as market share and profitability, and the knowledge 

and pursuit of established “best practices” are more widely understood and more 

quickly adopted.25  Therefore, local organizations can contribute more to helping 

workers than simply dutifully following the directions of the central agency in 

delivering services.  These organizations can offer valuable information about what 

works and does not work for various groups of workers.  But only through the 

freedom to experiment with different approaches can such information be obtained.    

 

The waiver program in the United States is a good example of local 

governments breaking away from the federal procedures and experimenting with 

innovative programs of their own.  Within broad guidelines, states could change the 

type and mix of services available to targeted groups and even revise the eligibility 

criteria to participate in these programs.  In return for this flexibility, the federal 

government required that states conduct rigorous evaluations of their programs so that 

they would know if their program worked and why and that this information could be 

shared by others.  In this way, a menu of options could be catalogued and pursued by 

local service delivery organizations to meet the specific needs of individual 

customers. 

 

4.5  Human Resource Focus 

 

Effective problem-solving and advocacy requires an engaged set of 

stakeholders.  These stakeholders, regardless of whether they represent business, 

social organizations, labor groups, or educational institutions, must be given sufficient 

authority to make “real” decisions.  If decision making is only ritualistic and has 

little significant bearing on the type of services and the manner of delivering them, 

then the value of these partnerships are drastically diminished and the partnership is in 

jeopardy of disintegrating.  For example, Workforce Development Boards risk losing 

qualified business leaders that assume active roles as members of boards unless they 

consider their input to be integral to the decision making process.  Organizations 

must also have competent staff.  It is increasingly difficult to attract qualified 

workers as funding from the federal and state governments are cut and local 

organizations depend more and more on volunteers and part-time workers. 

 

4.6 Information and Analysis 

 
                                                        
25 Briggs (2001) and Kanter (1994) offer this contrast between alliances among businesses and 

partnerships among social organizations.   
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Once obtained and validated, this information must also be shared across 

partnering organizations, which means that they must speak the same language in 

terms of purpose and performance outcomes and must trust their partners in accepting 

their information to be accurate and their experience to be relevant.  Establishing a 

common basis for defining purpose and objectives is not always easy, since different 

organizations may focus on different aspects of the barriers facing an individual who 

is pursuing employment options.  Therefore, partnerships must continuously monitor 

the well-being of their respective constituents to assure that the programs are meeting 

their needs.  The monitoring should include rigorous and independent evaluations.  

There is a tendency for some service delivery organizations and even advocacy 

groups to get caught up in their own self-promotion, blindly accepting that the 

program is effective without actually evaluating its merits.   

 

5.  Conclusions 

 

Partnerships are constantly evolving as they try to position themselves to meet 

the needs of businesses and workers in order to generate or retain jobs for their 

constituents.  It is difficult to measure their success (Eberts, 2005).  Even though 

some evaluations have been conducted showing positive results, none as yet has used 

an appropriate comparison group to see if they actually add value to their participants 

and stakeholders.  Nonetheless, bringing together key stakeholders and leveraging 

resources can be a powerful catalyst for improved performance.  Several lessons for 

successful partnerships have been gleaned from case studies of partnerships among 

workforce development, economic development and educational institutions within 

the US.  The more pertinent ones for promoting economic development are: 1) 

business, as customer, should be the common focus; 2) outcomes must be agreed upon, 

quantified, and tracked, 3) local organizations must become entrepreneurial and 

problem solvers and form strong networks among the stakeholders; and 4) strong 

leadership is required to help define and advocate for the common purpose and to 

mobilize community resources.   

Achieving effective partnerships is a long transformational journey.  It 

involves breaking down the silos of individual funding sources and programmatic 

restrictions, overcoming turf issues, collapsing hierarchies in order to empower those 

making decisions and providing the services, and providing continual feedback of the 

effectiveness of the efforts.  The reward for successful partnerships and integration 

of these three functions is a workforce that is better prepared to meet challenges of 

increasingly competitive global economy.    
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Attachment F – Xavier Greffe 

 

 

From Regional Development to Local Employment: The French Case 
Xavier Greffe 

 

 

 

1. Regional development and Local Employment Development (LED) hold an increasingly important 

place in France. During the last 20 years, statutory decisions and financing regulations have intervened 

to give greater weight to the interventions of the regional and local actors and have even extended the 

scope of their responsibility in development and employment. The context has been one of ongoing 

decentralisation, notably in training otherwise of employment26. In France employment was always 

considered as a national issue, and employment policy was always considered a fundamental 

responsibility of the central authorities27,28. Many experiments or initiatives collided with two facts:  

- In France, the issue of development is mainly focused on the issue of international 

competitiveness, which has to be managed by the central state. 

- In France, equality for all means that the rights have to be the same, whatever the territory or 

sector of the economy, which implies a centralised employment policy. 

 

2. And yet, the relevance of the regional and local social environment has been progressively 

recognised29: 

 

• In a first phase the regional and local dimension were acknowledged but not given an essential role 

in the determination of employment policies. Local actors too were recognised, but not given a role 

in the decision process. Specific institutions were then organised and relevant employment 

territories defined statistically. 

 

• In a second phase, extending from 1995 until now, the central state accords institutional and 

decision-making place both to regional and local actors. However, it does so in line with the 

principle of equitable employment policies. Central government has accepted the idea that local 

flexibility may be an opportunity to fight against unemployment, whereas traditionally flexibility 

was considered a threat to equal social treatment of unemployed people30,31. 

 

The result of this evolution is interesting from a strictly internal point of view. It is also significant for 

                                                        
26 Greffe, X. (2005) : La décentralisation, Paris : La découverte 

27 Inspection générale des Affaires Sociales (2002) : Politiques sociales de l’Etat et territoires, Paris : Ministère des Affaires 

Sociales 

28 Lothiois, J. (1996) : Le diagnostic local de ressources, Paris : ASDIC 

29 Greffe, X. (2004), Le développement local, Paris : Editions de l’Aube 

30 Abbens, J. & alii (1999) : L’effort financier des collectivités locales dans la lutte contre le chômage et pour l’aide à l’emploi, 

Rapport d’études, Ministère du Travail : DARES 

31 DARES (1995) : L’implication des collectivités locales dans la lutte contre le chômage, Premières sybthèses, N°77, Ministère 

du Travail 
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other experiments in terms of the institutional design of employment policies. In France, the devolution 

of the training policies did not correspond to the devolution of the employment and labour market 

policies. The levels of responsibilities do not correspond, since the former [was organised on a regional 

level whereas the latter was organised on a departmental or municipal level, i.e. lower than regional. It 

is interesting to know why this choice, which does not appear coherent at the first glance, was made, 

and the advantages and costs. 

 

 The choice of different levels is explained thusly: training policies should not confine the workers 

within geographical or temporal horizons that are too narrow, slowing down their mobility. Then it is 

necessary to define training references, scopes and schemes in such a way that they address long-term 

prospects even if they must also answer constraints of the short term, i.e. adapt to needs that are 

immediate and locally specific.  

 

The advantage of these differences is that the regional perspective necessarily widens the local prospects 

so as not to define in too narrow a way the needs for training of the workers – thus supporting their 

chances of later adaptation and mobility. Disadvantages include an administrative obstruction with 

overlapping and rather high organisational costs32. 

 

 

3. During the past two decades the governance of labour policies has become more and more 

decentralised. Starting from a system where the decisions were taken by representatives of central 

government, we are now in a situation where very intensive local partnerships – involving public 

employees, local authorities and social partners – are really defining and implementing labour policy 

objectives. The general framework is still defined at the central level. But specification and adaptation of 

this general framework at the local level are now well recognised principles33, 34.  

 

Many justifications for focusing specifically on local conditions for employment may be given35:  

- One involves the multifaceted nature of employment problems. Today, many such problems 

involve much more than a mismatch between supply and demand, even if that is how they appear. The 

demand for employment is increasingly seen as predetermined by aspects involving training, housing 

or mobility, health care, minimum wage constraints, etc. These factors can in fact be identified and 

managed only in a precise manner and in proximity to the people involved, meaning that initiatives 

must be planned, carried out and co-ordinated at the local level.  

- A second justification today stems from another characteristic of the French labour market. 

The duration of jobs is ever shorter, entailing increasingly frequent adjustments as evidenced by the 

predominance of fixed-term contracts, temporary employment, transitional adjustments in the case of 

training leave arising from job rotations, etc. This employment “volatility” prompts labour market 

agents to seek the shortest channels of information and training, which renders local labour market 

organisation tremendously important.  

                                                        
32 Idem 

33 Simonin, B. (2001) : « Politique de l’emploi : La territorialisation en chantier », Problèmes économiques, N°2076pp. 10-13 

34 Vernaudon, D. (1997) : La territorialisation des politiques de l’emploi, Thèse de doctorat, Université de Paris XII 

35 Greffe, X. (2004), « National Policies for Local Development in European Union », in : Horizontal Evaluation of Local 

Employment Development, Brussels : European Union, General Directorate for Employment, pp. 59-89  
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- A third reason stems from the desire to make French employment policies active. At the 

national level, a distinction is traditionally made between so-called “passive” and “active” measures. 

Passive measures deal essentially with the labour market environment and with mechanisms to 

compensate for lost income. Active measures seek to make a more direct impact on the behaviour of 

market agents and thus to restore a greater reactive capacity. There are two prerequisites for the 

institution of such measures: their provisions must be diversified in line with the actual circumstances 

of a market, an industry or a company; and the groups that the measures are to target must be identified. 

In either case, active measures require a local approach – even if some of their principles must obviously 

still be laid down centrally, if only to justify budgetary choices and assess effectiveness. 

- A final reason is tied in with the particularities of certain territories. Here, islands or 

mountainous areas are generally cited as examples, because the severity of their problems precludes 

reliance on spontaneous labour market mechanisms, or on policies formulated far a field that do not 

take local particularities into account.  

 

4. But Regional development does not automatically generate employment at the local level, for three 

reasons. First, some forms of regional development may be very capital-intensive and create more 

activities than jobs. Second, it is sometimes possible to create local employment without regional 

development by satisfying certain new needs. But these are short-term views. In the long run it is 

impossible to stabilise local employment without an influx of new jobs and incomes regional 

development will appear through the creation of diverse enterprises and jobs. Finally, the lack of 

qualification can prevent the transformation of regional incentives into job creation. This is why training 

has become a main lever of regional development strategies36. 

 

When new regional investments are considered for a given area, availability of specific skills acts as a 

positive determining factor. In areas deprived of educational and training resources, this lack impedes 

such investments; a local dynamic is needed in order to fit the arrival of new investments and the 

creation of new skills. Moreover, people are better suited to partake in a Knowledge Society economy if 

they possess the corresponding skills and abilities. 

Training is no longer a phase or privilege occurring at a given point in a person’s life but a 

permanent element in a person’s life cycle. The idea of equal opportunity, long restricted to basic formal 

education (and considered justification for a centralised approach) is now enlarged to include 

continuous training systems.  

 

In France, three specific factors have created an incentive to substitute regional for national 

management of training policies37. 

- The local SMEs face many difficulties in attempting to adapt themselves to the Knowledge 

Society. Training is not their major concern and their needs are, at best, expressed in connection with 

other needs deemed to be more urgent. SMEs are frequently too short of funds and time to take this 

need into consideration. Their “training” environment thus has to be redefined. 

- These difficulties also exist on the worker’s side. In deprived areas, investing in new training 

sounds the knell for the skills they have acquired, since their old skills formed the basis of a social fabric. 

                                                        
36 Greffe, X. (2001) : Devolution of Training : A Necessity for the Knowledge Economy », in Devolution and Globalization : 

Implicaitons for local Decision makers, OECD, Paris, pp. 121-142 

37 Idem, pp. 138-140 
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Other factors act negatively: the training proposed is often lengthy, the associated costs are high and the 

risk of failure is immense. 

- The traditional training supply may be inadequate for assuming such stakes. Many 

constraints conflict with the training institutions’ own time frame. Too many resources are first of all 

mobilised to train the trainers. And finally, in the most deprived areas, training institutions no longer 

exist and opportunism rather than efficacy dominates the training market. 

 

Furthermore, four conditions must be satisfied for training actions to be effective:  

- Mapping and implementation of training must be carried out simultaneously.  

- Training must be based on a project approach in order to teach trainees how to sustain or join 

in a project, i.e. to be self-reliant and innovative.  

- The conducting of training requires a multidimensional approach, since the training problems 

of excluded persons are invariably linked to other living-condition problems. 

- Regional and local trainers must exist, be available, and have their qualifications permanently 

updated in order to satisfy the need for training. 

 

Such conditions call for a regional approach to training and this is why regions have 

competencies in terms of both development and training, whereas lower levels of local government 

share with the central government and regions responsibilities for organising the labour market.  

 

5. These transformations have been planned during the past ten years, but many difficulties are now 

being faced .  

- A first difficulty relates to how the economic development process is perceived. Too often, 

analysis of the knowledge economy is formal and the local actors do not consider its implications. The 

equilibrium between tangible and non-tangible infrastructures is still biased in favour of the former.  

-  A second difficulty arises in implementing training strategies; the sound partnerships 

needed for implementing these strategies are formed slowly. The training system’s traditional actors, 

again, have a supply-driven orientation and find it difficult to take into consideration the demand of 

enterprises. 

- A third difficulty relates to the misuse of regional contracts, mainly due to the behaviour of 

the central government. 

- The distribution of competencies is not conducive to good synergy between the actors. The 

central government remains responsible for employment; regional governments are responsible for 

initial and vocational training; local governments (départements and cities) are increasingly responsible 

for inclusion programmes.  

- There are very powerful mechanisms of re-centralisation. Policies of fiscal exemptions and 

budgetary subventions imply strict controls on behalf of central government. At the level of information, 

the central government remains much attached to the unemployment rate indicator, the production of 

which it pilots and the readings of which it currently interprets. 

- There is always a certain tension between two views of the local dimension. One comes from 

the centre and mobilizes local actors only to improve the efficacy of its interventions on the labour 

market. The other comes from the local base and supports local employment development. 
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• In the first case, the intervention and the means are concentrated on precise target groups to favour 

both their qualification and their access to employment; in the second case, it is a question of 

accompanying local economic and social development. 

• In the first case, it is a question of the state operating a policy elaborated and piloted from the 

central level (downward logic); in the second, it is a question of the state taking into account 

projects to create activity that are carried by local actors (horizontal and ascending logic). 

• In the first case, the local area is perceived as the administrative space for application of a national 

policy, in the second the local area is perceived as the economic and social space of development. 

- While evaluation is already complex at the national level, it is even more so at a decentralised level. 

When the effectiveness of the policies they implement is wanting, the local authorities (or local 

employment services) can always contend that such policies only influence the choices of labour market 

agents, and that the effects of those policies are filtered or even thwarted by economic trends, decisions 

taken with regard to other territories, or changes in people’s behaviour. 

 

6. The experience of regionalisation and municipalisation makes clear the desire to bring development, 

training and employment governance more closely in line with contemporary economic development 

and labour market trends, and to make it more efficient from the standpoint of resource utilisation. To 

succeed, governance must enhance the strategic content, flexibility and accountability of development 

and employment policies deployed at the local level. Can it be said today that these movements have in 

fact succeeded? 

 

- Regionalisation of training and municipalisation of inclusion are supposed to enhance the strategic 

dimension of policies by incorporating a large number of agents representing diverse dimensions of 

development and employment issues. By doing so, they can lead to joint actions and create synergies in 

time and space between separate initiatives, thereby improving effectiveness and efficiency. 

However, things are not always perceived that way in the field. There may appear to be a loss of 

means, a dilution of responsibility or – what is worse – the creation of jobs but not of sustainable 

employment, which does not correspond to the intended strategic goal. This raises a number of 

questions: does decentralisation succeed in persuading the agents to work with the local 

authorities? In particular, does it successfully bring economic agents into strategic initiatives? Does 

it have local information systems capable of yielding relevant assessments? 

 

- Regionalisation of training and municipalisation of inclusion are supposed to give policies the 

flexibility they lack when they are centralised, by enabling a sharper identification of needs, responses 

that are more relevant, and the participation of target groups in the implementation of initiatives for 

their benefit. 

Here too, the reality has been different. It often takes a long time to set initiatives in place, and 

employment policies at the local level focus on the least difficult or least risky actions. This is 

reflected in a bias concerning the indicators used, with indicators of means tending to take 

precedence over indicators of results. As a result, several questions arise: is it effective to devolve 

powers? Can the resources allocated be used flexibly, which might run counter to auditing 

requirements or requirements for the allocation of public appropriations? Are local authorities 

prepared to run “the risk of flexibility”, with all its implications? Do capture effects exist at the 

local level, on the part of certain employment system agents if not of the target groups? 
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-  Regionalisation of training and municipalisation of inclusion must be accompanied by a clarification 

of responsibilities in order to be effective and sustainable. Because new agents and new resources are 

harnessed, it is essential to clarify responsibilities in order to avoid a shortage of these in the future. 

Decentralisation places the responsibilities of local authorities centre stage without necessarily doing 

away with those of the central authorities, and it adds interfaces with numerous decision centres 

controlled by neither group. In this situation three instruments appear essential if responsibilities are to 

be clarified: 

- A clear statement of comprehensible and feasible objectives. 

- Establishment of a system of indicators regarding these objectives. 

- Implementation of agreements between the agents destined to become partners in such 

policies. 

Insofar as this implementation is difficult and entails a gradual learning process, pragmatic 

initiatives, in which contracts can play a role, ought to be adopted. This requires a new culture on the 

part of local authorities and centralised authorities alike – one very different from the traditional 

cultures of public management: if regionalization of training and municipalization of inclusion are to 

make a difference, regional and local authorities must consider themselves here to be civic innovators, 

and the central authorities as support instruments. 
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1. Reasons for Regional and 1. Reasons for Regional and 

Local Mobilization Local Mobilization 

� A traditional desequilibrium

� A very centralized policy
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Four types of regions were identifiedFour types of regions were identified

Type I: They benefit from an important level of 
life, numerous patents per habitant and an 
important share of private research expenditures. 
(Ile de France, Rhône-Alpes).

Type II: An important share of public research 
expenditures, a well-trained population and a 
significant unemployment (Midi-Pyrénées)

Type III: A lower level of life, a low qualification 
and a high rate of unemployment (Pays de Loire, 
Provence Alpes Côte d’Azur)

Type IV: Advanced industries and low qualified 
population (Alsace, Centre and Franche Comté)

 

 

 

Some relevant instruments for growth Some relevant instruments for growth 

are identified:are identified:

Training policies in order to benefit from relevant 
level of qualification.

The development of new clusters localized in high 
technology industries. 

Long tem or robust industrial strategies, 
guarantying the availability of funds during many 
years.

Equilibrium between transversal and sectoral
strategies in order to better disseminate the 
expected external effects of growth.

A governance adapted to the nature of the regional 
social capital. 
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2. The need for a local governance of 2. The need for a local governance of 

the labour market: (1)The Reasonsthe labour market: (1)The Reasons

The multifaceted nature of employment 
problems

The duration of jobs is shorter and shorter, 
making adjustments more and more 
frequent and labour market more volatile

The desire to make French employment 
policies active

The particularities of certain territories

 

 

 

2. The need for a local governance of 2. The need for a local governance of 

the labour market: (2) The Toolsthe labour market: (2) The Tools

The  local public employment service 

(LPES)

Municipal plans for inclusion

New services and new jobs 

Clustering the  employers around a job
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3. The Need for a Regional Governance 3. The Need for a Regional Governance 

of Training: (1) The Reasonsof Training: (1) The Reasons

The local SMEs face many difficulties in order to adapt 
themselves to this Knowledge Society. Training is not their 
major concern and their needs are, at best, expressed in 
connection with some other needs deemed to be more 
urgent. 

In deprived areas, investing in new training sounds the 
knoll of the skills they have acquired since their old skill 
formed the basis of a social fabric. Other factors act 
negatively: the training proposed is often lengthy, the 
associate costs are high and the risk of failure is immense.

The traditional training supply may be inadequate for 
assuming such stakes. Many constraints do not fit in with 
the training institutions’ own time-frame. 

 

 

 

Region Region as an as an Equilibrium betweenEquilibrium between

National National and and Local Local LevelsLevels

Centralised frameworks and processes very often have 
perverse effects due to their lack of precision in diagnosing 
problems, their systematic use of top down organisation 
hindering adaptation and the exclusion of Specific SMEs
and target groups whose needs cannot be analysed except 
at local level. 

At the opposite, too local approaches may be inefficient 
and prevent the aptitude to mobility. Moreover the cost of 
organizing some specific training for a very limited 
number of people  could be too onerous, and prevent the 

existence of economies of scales and scopes.
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3. The Need for a Regional Governance 3. The Need for a Regional Governance 

of Training: (2) The Toolsof Training: (2) The Tools

� Economic Development Regional Schemes

� Regional Training Plans

� Poles of competitiveness

 

 

 

3. The Need for a Regional Governance 3. The Need for a Regional Governance 

of Training: (3) The Challengesof Training: (3) The Challenges

1. The representation of the regional economic 
development process. 

2. The difficulty of implementing training 
strategies with sound partnerships. The culture of 
the traditional actors of the training system are 
again supply driven and face difficulty to take into 
consideration the demand of the enterprises.

3. The misuse of the regional contracts, mainly 
due to the behaviour of the central government

4. The distribution of the competencies. Central 
Government remains responsible for employment; 
Regional Governments for initial and vocational 
training; Local Governments for inclusion.  
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Four Main issuesFour Main issues

1. The local dimension is often approached 

here only as the means to individualize the 

answers to be brought in this frame

2. An entire category of employment and 

labour policies is based on equal rights for 

all. Then,  decentralisation movements will 

be suspected of introducing variations in the 

effective respect of such rights.

 

 

 

Four Main issuesFour Main issues

3. The term “local” must be used very carefully, as 

here there can be certain confusion between an 

employment approach that is conducive to 

decentralisation, and the forms of local territories, 

which are necessarily restricted from an 

institutional standpoint. The local focus must be 

construed here as a method rather than an end in 

itself, because very few employment trends are 

shaped by territorial factors alone. 
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Four Main issuesFour Main issues

4. If evaluation is already complex at the national 
level, it is even more so at a decentralised level. 
When the effectiveness of the policies they 
implement is wanting, local authorities (or local 
employment services) can always contend that 
such policies only influence the choices of labour 
market agents, and that the effects of those 
policies are filtered or even thwarted by economic 
trends, decisions taken with regard to other 
territories, or changes in people’s behaviour.

 

 

 

Four Four LessonsLessons

� 1. Regionalization of training and

municipalization of inclusion are supposed 

to enhance the strategic dimension of 

policies by incorporating a large number of 

agents representing diverse dimensions of 

development and employment issue
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� 2. Regionalization of training and

municipalization of inclusion are supposed 

to give policies the flexibility they lack 

when they are centralised, by enabling a 

sharper identification of needs, responses 

that are more relevant and participation of 

target groups in the implementation of 

initiatives for their benefit.

 

 

 

� 3. Regionalization of training and

municipalization of inclusion must be 

accompanied by a clarification of 

responsibilities in order to be effective and 

sustainable. 
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� 4. If regionalization of training and

municipalization of inclusion are to make a 

difference, regional and local authorities 

must consider themselves here to be civic 

innovators, and the central authorities as 

support instruments
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Introduction 

 

New Zealand is a small open economy in the South Pacific.  Over a 23 year period 

New Zealand has undertaken significant reforms to both its economy and public 

administration to raise per capita incomes through improved economic performance.  

Since 1999 the country has embarked on reforms aimed at better linking 

government investments in employment assistance, economic development and 

education and training.  This paper backgrounds the policy intentions of these 

reforms and discusses some of the lessons that can be drawn.  It also discusses 

how the labour market is central to the New Zealand Government’s aims of 

transforming the economy into a high wage, high growth path. 

 

Context 

Overview 

New Zealand is an island nation in the South Pacific that is slightly larger in size than 

Great Britain.  New Zealand has a population of 4.1 million people on two main 

islands with more than a quarter of the population living in New Zealand’s largest 

city, Auckland.  New Zealand is relatively isolated geographically with our nearest 

major economy, Australia, 2,300kms away.  

 

New Zealand has a mixed economy which operates on free market principles.  It 

has sizable manufacturing and service sectors complementing a highly efficient 

agricultural sector.  The economy is strongly trade-oriented, with exports of goods 

and services accounting for around one third of real expenditure GDP.  Income per 

capita is around US$25,000 making it the 21st richest of 30 OECD nations (36th of 

all nations). 

 

Economic History 

New Zealand emerged from World War II with an expanding and successful 

agriculture-based economy.  In the 1950s and 1960s, a period of sustained full 

employment, GDP grew at an average annual rate of 4%.  By 1960 per capita 

incomes in New Zealand were the 3rd highest in the OECD. 

 

Problems mounted for the New Zealand economy in the 1970s with high levels of 

protection of domestic industry greatly undermining competitiveness and the 

economy’s ability to adapt to the changing world environment.  In this period per 

capita income levels declined compared to other OECD countries, a pattern that was 

to continue over the next 30 years. 

 

From around 1984 onwards, the direction of economic policy in New Zealand turned 

away from intervention toward the elimination of many forms of government 

assistance.  At the macroeconomic level, policies were aimed at achieving low 

inflation and a sound fiscal position while microeconomic reforms were introduced 
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to open the economy to competitive pressures and world prices. The reforms 

included labour market legislation aimed at facilitating more flexible patterns of 

wage bargaining. 

 

Following a slowdown in the late 1990s due to the Asian crisis and widespread 

droughts in New Zealand, the economy in general has continued performing 

strongly.  Over 2002 to 2004 growth in GDP was generally in the 3.5% to 4.5% 

range.  This strong performance has enabled the Government to focus on one of 

their key priorities for the next decade, lifting per capita incomes through innovation 

and raising productivity in an environmentally sustainable way.  The Government 

has focused on partnerships with businesses, unions and industry representatives 

to help achieve this goal. 

 

Labour Market Performance 

The New Zealand labour market has been one of the stand-out performers 

internationally over recent years.  A breakdown of key labour market information 

as of December 2006 is shown in the diagram below. 

 

Note: figures may not sum due to rounding.  

 

Over the last 15 years the labour force participation rate in New Zealand has 

increased to be among the highest in the OECD.  Over the same period the 

unemployment rate has fallen to record lows, remaining below 4% for the last 10 

quarters as shown in the graph below.  At the same time there has been 

considerable employment growth with 319,000 more people in employment in 2006 

than in 1999.  There have been significant improvements in labour market 

outcomes for disadvantaged groups including Maori, Pacific Peoples, youth and 

Working-age population 

3,235,000 

15 years and over 

Labour force 

2,198,000 

 67.9% 

Not in the labour force 

1,037,000 

 32.1% 

Employed 

2,115,000 

 96.2% 

Unemployed 

82,000 

 3.7% 

Part-time  

459,000 

 22% 

Full-time  

1,660,000 

 78% 
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older workers.   

As a consequence of rapid growth in employment over the last six years the ability 

of employers to find skilled and unskilled staff has became progressively more 

difficult since the beginning of the economic expansion in 1999.  By late 2004, it 

was more difficult to find skilled labour38 than at any other time since measures 

began in 1975.  The shortage of unskilled labour peaked in early 2005.  Around 

this period about a quarter of firms regarded the shortage of labour as the largest 

constraint on their expansion.  Skill shortages have remained at historically high 

levels over the last two years and are expected to persist in the near future. 

 

 

 

                                                        
38  As measured by the Quarterly Survey of Business Opinion (QSBO) conducted by the New Zealand Institute of 

Economic Research 

Figure 2: Difficulty of finding skilled and 

unskilled staff, 1987-2007 
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Labour Market challenges and opportunities 

 

The strong performance of the New Zealand economy over an eight year period has 

helped lift labour market outcomes for its citizens.  In conjunction with active 

labour market policies the New Zealand labour market is in a fundamentally 

different place than at the end of the last millennium.  Key achievements have 

been: 

 

• Rich employment growth producing 319,000 more jobs from 1999, an 18% 

increase.  This has lifted the employment rate from 61.4% in 1999 to 65.4% 

in 2006    

 

• High labour force participation, with particularly large growth for women and 

older workers 

 

• Long term unemployment confined to 20% of the unemployed (defined as six 

months or more unemployment) 

 

• All New Zealand regions at or below 5% unemployment (the range being from 

2.9% to 5.0%) 

 

• Strong gains for ethnic minorities who previously had high unemployment 

rates (the indigenous Maori unemployment rate fell from 16.6% in the 1999 

year to an all time low of 7.9% in the 2006 year) 

• A fall in the working age population receiving welfare payments, particularly 

for those receiving unemployment benefit (from 160,000 in 1999 to under 

30,000 now) 

 

• Net migration gains of approximately 12,000 over the last year which is above 

the country’s long term average of 10,000. 

 

The strong labour market has however created new challenges, notably in terms of 

constraints to economic growth from skill and labour shortages.  Shortages have 

appeared across the skill spectrum and peaked in late 2004.  Notwithstanding 

some recent easing in economic growth the labour market in New Zealand remains 

tight.  The country is also vulnerable to demands for skilled workers from the global 

economy, particularly from Australia, where New Zealand shares a common labour 

market. 

 

New Zealand’s strong economic performance has come primarily from labour 

utilisation or, in other words, having more people in the labour market working 

relatively long hours.  There are still population groups that have relatively low 

labour force participation, and policy attention is directed toward providing more 

labour market opportunities and raising skill levels through education and training.  
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A central policy concern in New Zealand is to ensure that the policy mix encourages 

labour force participation, but that this is not at the expense of people’s other 

responsibilities such as caring for children, elderly relatives, civic duties, volunteer 

work etc. 

 

Attention has therefore focussed increasingly on labour productivity and producing 

more value from work.  New Zealand’s labour productivity has lagged behind the 

OECD average.  In the five years to 2004, New Zealand’s average annual labour 

productivity growth was 1.3% compared with 1.6% in Australia, 2.3% in the UK, 

and 2.7% in the USA. 

 

Some responses to challenges 

 

Over a longer period of time New Zealand’s economic growth will have to 

increasingly be drawn from improvements to labour productivity as the effects of 

population ageing occur.  The figure below shows that the contribution of labour 

utilisation to GDP growth will decrease over the next 50 years to less than 0.5% per 

annum.  In order to maintain economic growth of 2.5 – 3.5% labour productivity 

growth needs to increase considerably.   

 

Figure 4: 

 

 

The Government, in conjunction with its social partners, (the New Zealand Council 

of Trade Unions and Business New Zealand) have developed a Workplace 

Productivity Agenda which aims to raise awareness of what workplace productivity 

means, why it is important and the actions that can lead to improvements. 

 

Since 2001 the Government has promoted an agenda for welfare reform to enable 

sustainable employment for those with weak links to the labour market.  Slightly 

less than 10% of the working age population are on welfare benefits (unemployed, 

sole parents and those with sickness, disability or ill health).  Recent reforms have 
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improved work incentives for lower income earners with families and sole parents.  

Extensive changes have been made since 2004 to the tax/benefit system with 

assistance delivered to three quarters of all New Zealand families with children.  In 

addition, the Public Employment Service has further developed its work focus.  This 

focus is achieved through active case management of clients, and extended 

employment assistance to those who previously had little access, such as people 

with disabilities and ill health. 

 

Skill levels in New Zealand have improved since the mid 1980s.  The proportion of 

the working age population without qualifications has dropped from 41% in 1986 to 

26% in 2006, which is a level more typical of developed nations.  Substantial 

investments in tertiary education have led to high rates of participation in study.  

Furthermore, industry training has increased through structured on and off-the-job 

training opportunities linked to the country’s national qualifications framework.  

Over the five year period from 2000 to 2005 the number of industry trainees has 

doubled to 162,000 or 8% of the workforce. 

 

New Zealand also has an active immigration policy, particularly to attract and retain 

skilled migrants.  As a nation of migrants, immigration is particularly important to 

the New Zealand labour market.  Flows can be quite volatile with periods of net 

outflows and inflows.  Since 1999, there has been a net gain of migrants to New 

Zealand averaging 10,000 per year.  The skill profile of immigrants tends to be 

higher than that of the workforce as a whole due to the skill-biased selection 

procedures for immigration to New Zealand.  In contrast, the skill profile of 

emigrants tends to be similar to that of the overall New Zealand workforce.  

Consequently there is a gain of skilled workers and a loss of semi skilled and 

unskilled workers.   

 

Historically the UK/Ireland has been the largest source of migrants to New Zealand.  

However, in the last few decades immigrants have begun coming to New Zealand in 

greater numbers from a wider range of countries, especially Asian and Pacific 

nations.  A quarter of all arrivals in the year to December 2006 were from the Asia 

region.   

 

Strategies and Institutions for increasing skills 

 

As a small open economy New Zealand has a strong system of central government 

with a tier of regional and local government performing a more limited range of 

functions.  Reforms over the past six years have emphasised more collaborative 

approaches between central government and local government.  The reforms have 

also signalled a stronger role for local government in planning for their communities 

in the longer term.  The Government for instance, has a formal partnership with 

most of the country’s mayors (elected representatives of local government) around 

a common goal to have all young people (aged 15 to 19 years) in some form of 



 116

employment, education or training. 

 

A forthcoming OECD Local Economic and Employment Development Programme 

report on “Integrating Employment, Skills and Economic Development” (IESED) 

describes the arrangements between the key government and non government 

institutions in considerably more detail.  A model of economic and social 

development is outlined in Figure 5 to provide a context for understanding the 

different agencies and their strategies. 

 

Figure 5: 
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This model highlights the inter-dependencies of three key contributors to economic 

and social development – namely regional economic development strategies, labour 

market interventions (including labour market training programmes) and the wider 

government investment in tertiary education and training.  A key assumption 

driving New Zealand public sector reforms is to ensure alignment between these 

different strands so that they both complement and inform each other.  For 

example, identification of regional economic development priorities should be 

supported by skills and training plans that explicitly set out to provide the skills 

needed for the labour market opportunities available.  Similarly, labour market 

assistance should be strongly linked and supportive of growing industries, and 

particularly to provide training and support needed to get disadvantaged job 

seekers into sustainable jobs.   

 

Feedback loops provide for information and discussion about how these different 
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strands can be developed simultaneously so that the contributions of each can be 

maximised.  A practical example of this process in action has been the 

development of regional labour market strategies in New Zealand.  Often such 

strategies have been precipitated by persistent skill shortages and involve a wide 

range of government, local government and community-based agencies working 

together. 

 

Figure 6: The New Zealand Institutional Road Map 
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Features of the New Zealand system for local economic 

development 

 

A number of substantial changes to local economic development have occurred in 

New Zealand over the past seven years, both as a response to Government policy 

and from changes to the labour market.  Key features of the current New Zealand 

system include: 

 

• Central government has a strong role in setting policy directions and in service 

delivery (at the regional level and in some instances at the local level as well).  

Four of the six of the agencies listed in Figure 6 above did not exist in their 
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current form in 1999, and the remaining two agencies, the Department of 

Labour and Ministry of Education, have had significant changes to some of 

their functions and service delivery. 

• Policy settings include a relatively high degree of autonomy and flexibility to 

provide regional and local responses within national policy guidelines.  A good 

example is the Regional Commissioners of Social Development (who work for 

the Public Employment Service “Work and Income”).  The Regional 

Commissioners have nationally set targets and key performance indicators to 

deliver in their regions with significant flexibility over resources in order to 

achieve these targets and indicators. 

• There has been strategic alignment of certain government functions into 

integrated services.  The most significant example here is the merger in 1998 

of the Employment Service of the Department of Labour and Income Support 

Service of the Department of Social Welfare, into a new Department, “Work 

and Income New Zealand”.  This Department has now been merged into a 

wider entity, the Ministry of Social Development and Work and Income is a 

service of the new Ministry created in 2002. 

• Partnerships have been encouraged between government and 

non-government agencies in developing labour market strategies.  In many 

instances public authorities work in tandem with “intermediary bodies” which 

form an important part of the local development landscape.  A range of 

intermediary bodies exist to serve particular functions such as a network of 

Economic Development Agencies, many of which are specialist offices of local 

government authorities responsible for promoting economic development in 

their areas.  Another example is a network of industry training organisations 

set up by government statute in 1992 and funded from government and 

industry contributions. 

• A further feature of New Zealand public administration has been the advent of 

“whole of government” responses to economic and social development.  This 

feature comes from the simple proposition that public investments in 

economic development can best be leveraged when they are working in 

harmony with each other.  It also draws on the notion that in a small resource 

constrained country, a more strategic approach to resource allocation can 

deliver better results than if each public agency is left to operate in isolation.  

Numerous examples exist in New Zealand where coordination between and 

within public sector agencies is essential.  A Tertiary Education Strategy 

(renewed every 3 years) is one such example which requires extensive input 

from Government agencies, which have a bearing on education and training, 

as well as the providers and users of education such as industry and employer 

bodies. 
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Achievements in linking employment, skill strategies and 

economic development in New Zealand 

 

New Zealand has made some significant gains both in its labour market 

performance and in the quality and capability of its public institutions.  The strong 

labour market has created many opportunities to address the needs of the 

disadvantaged as evidenced by the work focus of the public employment service.  

The changed labour market has also meant that there is now a strong focus on the 

quality and type of employment available, as opposed to the primary emphasis on 

getting people into work in the late 1980s and 1990s.   

 

Although the strong labour market does not create a crisis or strong impetus for 

change out of dire necessity, it has led the Government to shift focus to economic 

transformation.  In a global economy many of New Zealand’s mainstay industries 

need to focus more on realising greater value than simply creating more volume of 

products and services (such as agricultural commodities).  The labour market plays 

a central role in this regard and in particular the challenge is to lift our labour 

productivity performance. 

 

Areas which New Zealand can legitimately claim to be doing well include: 

 

• Balancing strong central government leadership with local flexibility and 

responsiveness.  Although New Zealand is a small country there are 

considerable differences between regions that must be accommodated within 

the national policy framework.  In the main, policy affecting local economic 

development is sufficiently flexible to allow regional differences to be 

accommodated.  Furthermore, flexibility is built into government agencies 

through the work of regionally located  officials to work with their 

communities and respond to the unique circumstances of their regions. 

• Creating strong connections between government and non-government 

bodies.  There is a realisation that the Government and its agencies alone 

cannot provide all the solutions to local economic development.  A good 

example is the partnerships with industry groups and the Public Employment 

Service (“Work and Income”).  These partnerships are based on the Public 

Employment Service preparing the unemployed for identified job opportunities 

within industry sectors (such as road transport and hospitality) through 

training and where necessary, coaching.  Such arrangements involve close 

working relationships between the partners including in some cases locating 

public employment officials within the industry groups themselves.  

• The use of intermediaries in providing local responsiveness and/or 

tailored industry solutions.  A number of bodies exist in between central 

and local government and the communities of interest they serve.  As 

previously outlined these can include bodies arranging training for their 
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industries or agencies that exist to promote economic development within 

their regions.  From time to time there are questions as to the appropriate 

number and size of such organisations and how representative they are.  

Nonetheless, in New Zealand such agencies have generally performed a 

valuable role.  In particular, they have been able to represent their industries 

or communities in a way that government agencies often cannot. 

• A reformed public employment service offering an integrated service with a 

strong work orientation.  The reforms that began in 1998 to create the 

Work and Income service of the Ministry of Social Development have provided 

a strong platform to address the needs of a wide range of New Zealanders who 

need assistance in the labour market.  With unemployment at historically low 

levels, attention is now being turned to groups with particular needs such as 

those with disabilities, sickness and ill health.  Targeted strategies also exist 

for indigenous New Zealanders (Maori) and other significant ethnic minorities 

including migrants. 

• The public sector as a facilitator and enabler of local economic 

development.  Two New Zealand Government agencies (Ministry of Social 

Development and Department of Labour) are charged with developing local 

and regional capacity around labour markets.  These agencies undertake a 

variety of initiatives including providing assistance to community owned 

organisations to help find sustainable employment (“Enterprising 

Communities”) and bringing specialist labour market knowledge to help 

develop labour market strategies.  Recent changes to the “Regional 

Partnerships Programme” are designed to help regions focus more on 

development, think strategically and work collaboratively. 

Challenges in looking forward 

Notwithstanding these substantial gains in the labour market over the past 8 years, 

much remains to be done.  As a small isolated open economy New Zealand is 

particularly vulnerable to economic shocks as our past history has shown. Although 

New Zealand has arrested its relative economic decline in the past decade, 

globalisation of the world economy requires that we lift the value of work 

undertaken and hence the returns to the economy. 

 

In looking forward to the future several challenges in particular stand out if New 

Zealand is to make further gains in both living standards and the quality of working 

life for its citizens: 
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• Tackling the needs of low skilled workers within industry.  Studies of 

adult literacy in New Zealand have shown some low levels of workplace literacy 

and numeracy.  With many industries facing persistent skill shortages, there 

is an increasing realisation that more has to be done to lift adult literacy and 

that this is best done within a workplace context.  A further and related issue 

is increasing the levels of English language competence; an issue facing many 

migrants from a non-English speaking background. 

• Better linking training and skill development to industry needs.  

Whilst there is a high level of participation and innovative delivery methods 

within tertiary education, there have been concerns about the persistence of 

skill shortages and variation in performance between tertiary education 

providers.  In particular, the previous emphasis on student choice and high 

levels of participation in tertiary education has to be tempered with steering 

education investment to both current and future industry needs.  A 

substantial reform of tertiary education is currently underway with a greater 

emphasis in investment in areas of need. 

• Creating stronger links to regional economic development strategies.  

Recent changes to regional economic development policies will need to be 

reinforced by clearer linkages to skills and labour market assistance within 

regions.  Possibilities for more joined-up regional planning involving several 

agencies over a longer timeframe might be explored. 

• Creating greater labour productivity.  While a country’s productivity is 

dependant on a complex web of factors, changing our workplace cultures and 

practices appears to be a critical success factor.  The scale of change that can 

be attributed to good practice demonstration initiatives has been limited to 

date.  Further involvement with a wider group of industry and union 

participants could be considered. 

• Providing clearer specification of the different leadership roles within 

regional and local economic development contexts.  The attention paid 

in the last few years to new forms of government assistance has created some 

overlapping and ambiguous responsibilities.  This phenomenon requires that 

all agencies are clearly focussed on adding the most value within an overall 

development framework.  In New Zealand new responsibilities for engaging 

stakeholders on tertiary education investments is requiring careful 

consideration to be paid to the roles of existing government agencies already 

working in related areas. 
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Conclusions 

New Zealand has gained international attention for significant reforms from the mid 

1980s onwards to address relative economic decline.  Structural and institutional 

reforms since the new millennium have sought to create a more inclusive and 

productive economy.  These reforms are less well known in international circles but 

have laid a strong platform for the better integration of policies to enhance 

competitiveness and create better opportunities for all New Zealanders. 

 

The labour market is central to many of the Government’s aspirations particularly 

through creating a more productive workforce.  A wide range of government and 

non-government bodies are involved in this effort working at the national, regional, 

local and industry levels.  Initiatives such as the Workplace Productivity Agenda are 

intended to harness the energies of these stakeholders to ensure more productive 

and higher quality work.  New Zealand is well place to take advantage of a strong 

labour market and the new level of cooperation and commitment of its government 

and non-government agencies. 

 

Economic development processes are necessarily long-term and require time and 

on-going commitment to produce results, particularly in terms of lifting aggregate 

economic performance.  In many respects the reforms in New Zealand are 

relatively recent and the arrangements between some of our policies and 

institutions are still “works in progress”.  The reforms to the country’s tertiary 

education investments are a case in point, requiring integration with labour market 

and regional economic development policies.  The benefits from these reforms will 

appear over time and depend on the degree of sophistication of connections and 

feedback loops with these other policy areas. 
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1. The New Zealand context

 

 

 

 

New Zealand: A South Pacific Nation
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Some key facts

• South Pacific nation with population of 4.1 million

• 3.1m in the North Island (1.4m in Auckland) and
1.0m in the South Island

• Small, open, market-based economy

• Income per capita of around US$25,000

• 21st richest of 30 OECD nations (36th of all nations)

 

 

 

 

2.  Labour market challenges & 
opportunities
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High Performing Labour Market

70.2%77.5%2005Labour Force Participation Rate

6.8%3.8%2005Unemployment rate

1.7%1.0%2000-2005
Labour Productivity Growth 
p.a.

0.9%2.6%2000-2005Employment Growth p.a.

2.3%3.3%2000-2005Economic Growth p.a. 

OECDNZYearMeasures

 

 

 

 

Opportunities

• Very low unemployment & mostly frictional 

• All regions below 5% unemployment

• High labour force participation with increases 
for older workers and women 

• Raising skills of the existing workforce & new 
entrants to increase productivity

• Opportunities to increase labour force 
participation of some groups eg ethnic 
minorities

• Welfare reform to have a greater work focus
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Challenges

• Responding to skill shortages & 
constraints on expansion

• Raising levels of labour productivity and
maintaining high labour force 
participation

• Using the labour market to transform 
the economy into a high growth high 
wage path.

 

 

 

 

3.  Skill strategies at the National, 
regional and local levels
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Skills & Training Plans

Labour Market 
Interventions

(eg. through the Public 
Employment Service)

Regional Economic 
Development Strategies

Economic & Social Development

A framework for linking Skills & Employment 
with Economic Development

 

 

 

 

Some key features 

• Central Government policy setting & service 
delivery

• Flexibility to deliver local solutions
• Integrated service delivery: The public 
employment service delivers employment & 
income support

• Partnerships with non government agencies 
eg local government, industry bodies & 
economic development agencies

• Improved coordination between & within 
Government agencies.
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The Institutional Picture
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4.  What has gone well in New Zealand
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Achievements

• Strong central government leadership with 
flexibility to tailor services to regions

• Strong connections between Government and 
non Government partners eg industry 
partnerships

• Reformed public employment service with 
integrated employment & welfare functions

• A strong economy creating opportunities for 
the disadvantaged.

 

 

 

 

 

5.  Moving forward
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What more do we have to do ….

• Stronger links to regional & national economic 
development strategies

• Better links between skills and training 
provision with industry needs

• Clearer specification of Government 
Leadership roles and responsibilities in the 
regions

• More alignment of strategies to future 
focussed growth areas of the economy

• Using skills strategies to raise labour 
productivity.
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Attachment J – Wang Wenduo 

China’s Active Employment Policies 
 

1．．．．Background of China’s Active Employment Policies 
 

Since its large population and abundant labor resources, China is facing enormous 
employment pressures; employment has always been the major living issue in China 
economic and social development. At the end of the 1970s, the urban unemployment 
rate increased to 5.7%, rural surplus laborers reached more than 300 million. The 
severe urban unemployment problem and underemployment in rural areas affected the 
social stability and economic development. In 1980s, Chinese economy had been in a 
period of rapid growth, stimulated the increase of employment, and the urban 
unemployment was reduced. More than 100 million rural surplus laborers transferred 
to be employed by township enterprises. But in 1990s, Chinese labor force was in the 
peak growth period, the annual increased labor force was about 17 million, which 
formed a tremendous employment pressure. Meanwhile, global economic restructure 
and Chinese economic transition and restructure cased a large number of laid off 
workers and unemployment. From 1998 to the end of 2001, the laid-off workers of 
state-owned enterprises had reached 25.5 million. At the same period, the number of 
registered urban unemployment increased from 5.7 million to 8.4 million. These 
laid-off workers and unemployed persons were very difficult in reemployment 
because of older age, lower education, skill less, and incapable in adapting to the 
market.  The Chinese government implemented basic living standards and 
unemployment insurance system to ensure the basic living of unemployed people and 
laid-off workers. The social contradiction was eased for a period of time, but because 
they did not realize re-employment, a large number of laid-off and unemployed 
workers who relied solely on relieves could not sustain their living in long-term, also 
failed to increase their incomes.    
 
While the urban unemployment was increasing, and the urbanization was processing 
fast, the transfer of rural labor force to non-agricultural industries was greatly 
accelerated. From 1997 to 2000, the absolute amount of rural laborers in planting 
reduced 20 million people. Since beginning of 1990s, a large number of rural labor 
force migrated into urban areas for employment, which had formulated tens of 
millions of migrant workers. Under the increasing pressure of urban unemployment 
and the transfer of rural migrant workers, the employment and reemployment issues 
became more difficult to be solved.  

 

In summary, Chinese government is facing a very challenging situation in 
employment in the new century.  The contradiction of gross of labour force supply 
and demand, and employment structural contradiction exist at the same time, 
increasing pressure on urban employment, and accelerating transfer of rural surplus 
labour to non-agricultural sectors happened at the same time, employment of new 
entrants of young people, and re-employment of laid off and unemployed worker 
during transition period are affecting each other.   Under the above -mentioned 
background, the active employment policies have been formulated to solve the 
employment issues through various approaches.  
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ⅡⅡⅡⅡ．．．．The development of China’s employment promotion policies 

 

Since 1990s, to tackle the employment issues of laid-off and unemployed workers 
during SOE restructure, Chinese government has been implementing re-employment 
programme since1995, government agencies, enterprises, workers and other social 
partners have been playing active role in the implementation by using the means of 
policy support and employment services to replace unemployed and laid-off workers 
through enterprise, self-employment and social assistance. The target groups of 
re-employment were people who were unemployed for six months, and the surplus 
workers living in difficulties.  
 
The economic structural adjustment and the deepen reform of state-owned enterprises 
caused a large number of laid-off workers, many of them had been living in 
difficulties.  In 1998, Chinese government has established and implemented the 
basic living standard and re-employment system for laid off workers. For the 
state-owned enterprises with laid-off workers, the reemployment service centers were 
established at the restructured SOEs. In accordance with the principle of tripartite 
contribution to the social insurance fund, the enterprise, community and financial 
department raise money together to provide the laid-off workers with basic living 
expenses and also pay the social insurance for them. In addition, the policies 
regarding commercial registration, venue arrangements, financial support and 
preferential tax were set down to support the reemployment of laid-off workers.  

 

As the basic living standards provided by the re-employment service centers is not a 
normal way of socialized protection, it is only an interim measure for transition period, 
and the provided protection has limited period (in principle no more than three years), 
which cannot continue longer. Therefore, in 2002, Chinese government shifted the 
focus of the work from providing basic living standards to employment promotion. 
Based on the comprehensive summing up of the practical experiences of different 
areas as well as the successful experiences of other countries in employment 
promotion, China formulated and implemented a series of policies in supporting the 
reemployment of laid-off workers, and initially established a framework of active 
employment policies with Chinese characteristics. 
 
The active employment policies have been implemented since 2003, the achievements 
are remarkable, but the outcomes also reflect some problems, for example the support 
duration is short, the scope of application is narrow, there are some obstacles in the 
operation process and the policies need to be improved, etc. At the end of 2005, based 
on the evaluation of outcomes of the active employment policies in the past three 
years, the Chinese government had adjusted, extended, continued and enriched the 
active employment policies, that is, to extend the duration of policy support, to 
expand the target groups, to adjust operating procedures and to enrich content of the 
policies. The active employment policies have became a system.  
 
 

Ⅲ． The main content of the active employment policies 

The Active Employment Policies consist of five aspects: 
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1．．．．Macro economic policy on employment expansion 

    

Employment expansion should be in a much more prominent position in the process 
of economic and social development, it should be interacted with economic growth. 
The policies to expand the demand of domestic market and to stimulate the 
consumption growth should be implemented; also we should keep a necessarily 
growing speed of national economy, adjust the economic structure actively, as well as 
enhance the economic growth to create more employment. While constituting overall 
economic and social policies and identify major construction projects, the expansion 
of employment should be considered as an important factor. While the attention has 
been given to the improvement of the competitiveness, we should identify the 
economic structure and economic growth model that will benefit the employment 
expansion. 
  
In line with the Chinese economic development, job creation should be developed 
through various approaches in six major areas:  
 
1-1.  Adjusting the industrial structure and supporting the development of tertiary 
industry. Especially actively develop more job opportunities in community services 
and tourism, as well as to develop commercial and trade business, catering and other 
traditional service industries. 
1-2. Adjusting the ownership structure, and formulating principals and policies to 
encourage, support, and guide the development non-public economies, such 
individual and private businesses, so as to develop more job opportunities. 

1-3. Adjusting the structure of enterprises，encouraging the development of small and 

medium sized enterprises, so as to provide more jobs. 
1-4. Taking the advantage of labor resources, and actively developing labor-intensive 
industries whose products meet the market demands. 
1-5. Adapting to the changes of the enterprises’ demands for labor, encouraging 
flexible employment, such as part-time job, temporary job, seasonal job, flexible 
working-hour job. Improving labor relations, wage payment and social insurance 
policies to provide assistance and service for flexible employment. 
1-6. Develop cross-region labor cooperation and labor exports to meet the needs of 
domestic and international labour markets. 
 
 
2. The Reemployment Support Policies for difficult groups. 
The target group is urban laid-off workers. 
 
Policies including four aspects:  
 
2-1. Encouraging laid-off workers to be self-employed, and start up their own 
businesses, providing assistance in administrative procedures, business venues and 
operating funds, and supporting development through reducing burdens. The 
government provides business venues, micro-credit loan, and interests support by 
finance department to those who start up their own business, and they also enjoy tax 
reduction and exemption in three years and no administrative charges. 
 
2-2. Enterprises are encouraged to employ laid-off workers by providing government 
subsidies. Various commercial and trading enterprises, service enterprises and some 
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small processing enterprises shall be provided with social insurance subsidies by the 
government if they employ laid-offs for newly created posts and signed labor 
contracts with the workers for more than one year. Further more, according to the 
numbers they employed, a certain amount of tax will be exempted.  
2-3. Enhancing the stability of flexible employment, government provides subsidies to 
ensure the employment security. The elder laid off workers in flexible employment 
grant a certain amount of social insurance subsidies when they claim to be 
reemployed and participate in the social insurance. 
2-4. Providing reemployment assistance to people with difficulties in finding jobs, 
developing subsidized public posts to place them. The women in age 40 and men in 
age 50, who have employability and wish to work are the main target groups, job 
assistance and other support are provided to them.  The elder group should have 
priority to be employed in the government invested public posts.  The government 
provides social insurance subsidies and post subsidies to those working in subsidized 
public posts.  
 
3. Labor market policies in strengthening employment services and vocational 
trainings 
 
3-1. Developing and improving the public employment service system. The public 
employment service agencies at various levels should provide free employment 
services to the registered urban unemployed, laid-off workers and migrant workers.  
3-2. Establishing the system of employment management and service covers urban 
and rural areas. While we strengthen public employment services at the level of cities 
and districts, the labour and social security institutions should be set up at street and 
township levels, providing basic employment service and door-to-door assistance to 
laid off worker by staff recruited in the communities.  
3-3. According to the requirement of institutionalization, standardization and 
socialization, we should develop "people-oriented" employment services. The 
employment service agencies should provide a “one-stop” service ranging from 
registration of job application, vocational guidance, job introduction, training 
application, claim of identification, file management, and social insurance 
continuation. Basic employment services have been provided to households with 
kinds of employment assistants. In order to provide timely information service, the 
establishment of information system of the employment service should be accelerated, 
and the labor market information network and public announcement system need to 
be improved. 
3-4. Strengthening vocation training through various forms at different levels, 
government provides training subsidies to encourage and support workers to 
participate in vocational trainings. In accordance with the demands of the labor 
market, government also extensively mobilizes the education and training resources 
of society to organize reemployment trainings for laid-off workers, trainings for rural 
labour on transferred employment, and trainings to start up their own business. 
Services on identification of qualification and business start-up have been provided. 
 
4. Macro control policies on expanding employment and reducing unemployment.  
 
4-1. Overall planning. Besides the works regarding laid-off and unemployed workers, 
the employment work regarding new urban labour entrants and rural surplus laborers 
also should be overall planned. More information services, consultancy and guidance, 
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vocational training and on-job training should be provided to urban youth. More 
channels of production and employment should be opened up for rural surplus labour, 
and training and vocational guidance should be provided to them. Many discriminated 
policies in restricting them from employment in urban area should e eliminated.  
  

4-2. Establishment of unemployment forecast mechanism. Employment creation and 
unemployment control should be as macro-control indicators for national economic 
and social development.  By using legal measures, economic and necessary 
administrative means control unemployment and ease the contradictions caused by the 
unemployment. As for the areas and industries with prominent problems in 
unemployment, specific policies and measures should be taken to support 
reemployment. 

 
4-3. Encouraging large and medium sized state-owned enterprises to place 
surplus workers through diverting the core business from affiliated business, and 
reform of affiliated business. Setting up new economic entities to place surplus 
workers, and providing preferential treatment of reduction and exemption of tax. 

 

4-4. Regulating SOE restructuring and close of bankrupted enterprises. SOE facing 
restructuring and bankruptcy must have placement plan and social security measures, 
as well as fund for placement.  
 

4-5. Regulating staff reduction by enterprise, enterprises should report in advance to 
local government when they reduce staff more than certain amount or proportion. 
Meanwhile, the enterprises should pay to workers economic compensation and settle 
the owed debts. 

 

5．Social Security Policies in Relation to Employment Promotion   

 

5-1 To secure the basic livings of the laid-off workers. In accordance with 
corresponding regulations, the unemployment insurance should be timely provided to 
the laid-off workers. Those who are qualified for having minimum living standard for 
urban residents should be included. Also, the local government should organize job 
training and activities for preparations of employment for them. 
 
5-2 The continuation of social insurance. When laid-off workers leave enterprise for 
self-employment or working for another enterprise, the previous contribution to social 
insurance and individual account should be kept, and they should continue the 
participation of pension insurance and contribute to the fund in accordance with the 
regulation, the year of later contribution should be counted together with the previous 
years.  They should enjoy the social insurances according to the relevant regulations. 
Formulation of supporting methods in the areas of labour relations, wage payment and 
social insurance, of which are suitable for flexible employment. 
 
5-3 To establish the linkage mechanism between employment and unemployment 
insurance. The application condition for unemployment insurance and its duration 
should be strictly implemented; and the incentive mechanism for employment 
promotion should be improved, so as to promote the unemployed worker to find jobs 
as quickly as possible.  
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In summary, China active employment policies cover not only macroeconomic 
policies but also specific labor market policies; they are playing the role of regulating 
the market, also reflecting the government’s directly support and assistance. From 
public employment services to the human resource development, from resolving the 
current outstanding contradiction to building a long-term mechanism in employment 
promotion, the active employment policies have formed a relatively complete policy 
system. The core of the active employment policies is that the government creates the 
conditions to mobilize the enthusiasm of the entire society, and encourage the workers 
to create more jobs opportunities through their own efforts. In order to implement 
these policies, from 2003 to 2006, the central government invested a total amount of 
nearly 80 billion Yuan, together with financial support from local finance bureaus, 
which provide a strong financial support to assist workers in employment. 
 

Ⅳ．The Achievements of Active Employment Policies 

Since the implementation of active employment policies in 2003, the employment and 
re-employment work have made great progress. A market-oriented employment 
mechanism has gradually taken shape. The employment promotion through policies 
has achieved remarkable results. The scale of employment expands continuously, and 
a large number of laid-off workers have had their new jobs. 

 

1. The positive interaction between economic development and the employment 
expansion has been formed, which greatly promote the employment. 
 
The local governments integrate economic development, restructuring and 
employment promotion closely. The development of tertiary industry, especially the 
service industry has been strengthened. The development of labor-intensive industries 
and medium-small sized enterprises are promoted to expand the capacity of 
employment. From 1998 to 2002, the average employment creation in the urban areas 
was 7.3 million annually. From 2003 to 2006, the period of implementation of the 
active employment policy, the annual average employment creation in the urban areas 
reached 9.96 million, which increased over 2.66 million people annually. Due to the 
adjustment of economic structure, service industry has had a great development, in 
2005, the number of the people in tertiary industry reached 240 million, with a 
increase of 12.7% than 2002.  As diverse forms of ownerships are encouraged, more 
job opportunities are created.  In 2005, the individual and private employment 
reached 62.36 million, with a growth of 46.1% than in 2002. 
  

2．．．． Reemployment supporting policies have had a positive role in resolving the 

reemployment problems for a large number of laid-off workers.  
    

From 2003 to 2006, totally 19.65 million laid-off workers found their new jobs. 
Firstly, through implementation of policies on tax reduction and exemption, 
micro-credit, more than 590 million laid-off and unemployed workers have 
self-employed or started up their own businesses, of which more than 40 million 
people enjoyed the micro credit loan policy. Secondly, under the encouragement of 
policies on tax reduction and exemption, and social security subsidies, the enterprises 
have employed about 500 million laid-off workers. Thirdly, through the 
implementation of the re-employment assistance policy, in particular the 
implementation of social security subsidies for government subsidized public posts 
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and job subsidies, 5.37 million people, who have difficulties in finding jobs, have 
been reemployed.  
 

3．．．． Public employment service system has been initially established; vocational 

training promotes the employment successful.  

 

After a few year efforts, the public employment service has been established at city 
and county levels. More than 90% of communities and more than 70% of townships 
have established the employment service platform. Since 2003, with the support 
financial subsidies, the public employment service institutions provided free services 
for more than 50 million laid-off workers and rural laborers. They also organized 11 
million laid-off and unemployed workers to participate in subsidized reemployment 
training. After the training, the employment rate reached 60%; also 770,000 people 
participated in entrepreneurship training, after the training, 55% have started their 
own businesses. In 2006, the government began to implement the plan of employment 
through skill development for rural labour, about 8 million rural labour enjoyed the 
government's vocational training subsidies. 
 

4．．．．Strengthen the unemployment control, employment of university graduates and 

improvement of employment environment for migrant workers have made a new 
progress.  

 

The local governments have had good control over the close of bankrupted enterprises 
and reduction of staff for economic reason, and integrating with employment 
promotion approaches, and the unemployment rate has been effectively controlled. 
The urban registered unemployment rate was controlled within 4.3%, the employment 
situation is basically stable. Besides the works regarding laid-off and unemployed 
workers, the employment guidance and services for university graduates should also 
be strengthened, in recent two years, the employment rate of university graduates is 
basically stable. In other aspects, new progress has been made in terms of improving 
the employment environment for migrant workers, developing organized labor export, 
conducting training for migrant workers and protecting the legal rights and interests of 
workers.  
 
It has been proved by practice that the implementation of active employment policies 
has effectively promoted urban and rural employment in China, greatly eased the 
pressure on employment in the process of restructure. The active employment policies 
have played an important role in promoting economic development, maintaining 
social stability, and building a harmonious society, and won the support of society, 
especially laid-off workers. At present, Chinese government is facilitating the 
legislation on promotion of employment.  "Employment Promotion Law" is 
expected to be enacted this year, which will effectively legalize the active 
employment policies.  
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Attachment K – Yin Manxue 

 

Employment Creation through Broader Participation 

- Case Study of ILO/PEP Project 

 

I. ILO/Japan Project on Strategic Approach toward Employment 

Promotion (ILO/PEP) in China  

 

ILO//PEP project Phase 1 was implemented in rural areas of China, aiming at 

promoting employment of surplus rural labour force in the locality. From 1997 to 

April 2001, pilot activities were carried out in 23 counties of Hebei Province, Gansu 

Province and Jiangxi Province. The project combined micro-credit, skills 

development training and market development support to create additional income 

opportunities for underemployed farmers.  

 

Local Employment Bureau acts as executing agency, while other organizations 

provide significant support. Employment Bureaus in collaboration with Township 

Labour and Social Security Stations and villages select income-generating activities 

for farmers. Skills development training is organized by Employment Bureaus, and 

teachers are invited from training institutions, Agriculture Bureau, Animal 

Husbandry Bureau, local capable persons, industrial associations, and even local 

enterprises. Financial resources used for income-generating activities come from 

Rural Employment Fund (ILO Aid Fund and local matching fund), Poverty Alleviation 

Office, and local Credit Cooperatives. Follow-up services including market 

information and policy consultation are organised by Employment Bureaus. 

 

From 2001 to 2005, the Ministry of Labour and Social Security in collaboration with 

ILO carried out employment promotion project in urban areas of China. Pilot 

activities were implemented in the city of Zhangjiakou and Shijiazhuang of Hebei 

province, Baotou and Tongliao of Inner Mongolian Autonomous Region, and Jilin and 

Changchun of Jilin Province, aiming at assisting laid-off and unemployed people to 

start up their own business. Means utilized by the project include business start-up 

training, credit guarantee and follow-up services.  

 

Local Employment Bureaus act as organizer and coordinator of business start-up 

services. Start Your Business training is delivered by training institutions under the 

supervision of Employment Bureaus. Credit Guarantee companies (commercial 

credit guarantee company and credit guarantee institutions under local employment 

Bureau) provide guarantees, while banks issue loans to business starters. Other 

supportive services (business idea recommendation, management skills advice, 

policy consultation) are organized by Employment Bureaus.   

 

II. Key features of ILO/PEP in China 
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1. Partnership among stakeholders and improved coordination  

 

1.1 Pilot areas set up vertical and horizontal network for implementing the project  

 

Vertical network means project activities are carried out at national, provincial, 

municipal, district (county), street (township) and community (village) levels. 

Central government set up directions and general framework of project activities 

while leaving leeway for local adjustments. Furthermore, the Ministry of Labor and 

Social Security and provincial labor authority provide technical guidance for piloting 

activities at the municipal level, while pilot areas offer first-hand experience for 

policy making.  

 

‘Horizontal network’ means cooperation among local public and private sector 

players. Involvement of commercial organizations, beneficiaries’ organizations and 

capable persons is a special feature of the ILO/PEP project. Adopting market 

principles and involving commercial organizations in micro-credit guarantee 

operations enhanced transparency and effectiveness of fund operations. 

Employment Bureaus also acquired additional skills and experience by working with 

commercial organizations. Beneficiaries’ organisations not only play a bridging role 

between government and target groups, but also help small businesses to obtain 

more business opportunities and support from each other. ‘Capable persons’ often 

have technical skills and knowledge of market, and possess certain management 

know-how, and enjoy good reputation in the local areas. They play a very important 

role in providing technical support, market information, and organizing 

beneficiaries.  
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1.2 Pilot areas have established various coordination mechanisms to smooth 

cooperation 
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Pilot areas all have formal coordination mechanism: 

� Some areas have set up specific coordination mechanism, such as Business 

Start-up Promotion Coordination Group, Employment Promotion Project 

Leading Group;  

� Some areas don’t have specific coordination mechanism for the PEP project 

activities, but work under the framework of Re-employment Joint Committee. 

Depending on coordination needs, local Employment Bureau or municipal 

government convene meetings inviting relevant organizations for specific 

purposes. 

 

In project pilot areas, coordination groups often consist of representatives from 

government agencies and administrative agencies of commercial organizations. 

Coordination with private sector is made in non-institutionalized form: through 

regular or non-regular communication. Communication with target groups is 

through Business Starters’ Association (Micro-enterprise Association in Xingtang 

County).  

 

1.3 Key factors for successful cooperation 

 

� For working with government agencies: support from local government, 

project activities’ linkage with other agencies’ performance  

� Key factor for working with private sector: community of interests and trust  

� Form the experience of pilot areas, the forms of coordination mechanism are 

not the most important thing insofar as they work.  

� However, it would be more desirable to have a coordination mechanism with 

broader participation, particularly from private sector and target groups, 

which would facilitate direct dialogue between municipal government and 

private sector as well as target groups.  

 

2. Combination of government support and market mechanism 

 

In terms of micro-credit： 

 

� Government-financed guarantee fund (micro-credit fund) 

� Operated by commercial principles (feasible business plan etc.) 

� Guarantee/counter-guarantee 

� Other assistance from government to ensure sustainability of businesses 

 

In terms of Business Start-up Training： 

 

� Certification of eligible training institutions 

� Competition among training institutions 

� Certification and capacity building of trainers 

� Free training for laid-offs and unemployed, but others have to pay 
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� Government subsidies are paid by training results  

 

PEP experience shows that ‘service-oriented government’ does not mean 

government is a direct service provider. Government’s role is to make arrangements 

to ensure the quality and maximum social impacts of public services. Form PEP 

experience, government may: 

� Qualification of service providers 

� Standards of services 

� Price control 

� Competition and incentives  

 

3. Encouraging the establishment of beneficiaries’ organizations: social 

capital and bridging role between government and target groups 

 

Mushroom association in Xingtang County (Phase 1 pilot area): 

 

� Training and technical guidance; 

� Purchase raw materials together; 

� Unified production procedure and standards; 

� Using the same product brand; 

� Price and market Information 

� Webpage to promote products  

 

Generally, in rural areas,  

� Beneficiaries’ organizations are set up to share skills and information, reduce 

transaction costs through collective purchase and sales, to obtain scale 

benefits.  

� Basis: mutual benefits of capable persons and farmers. 

� Developing rapidly. 

 

Business Starters’ Association in pilot cities of Phase 2: 

 

� More business opportunities for each other; 

� Management skills exchange; 

� Joint Guarantee Groups 

� Channel government policies to members 

� Reflect members’ voice to government agencies 

� Farmers of the same income-generating scheme believe working together 

brings more opportunities for all: seeking to explore forms of closer 

cooperation.  

 

Generally, in urban areas: 

� Beneficiaries are inclined to use their organizations as a tool to communicate 

their needs to government .  



 144

� They find business opportunities for each other in a less organized way.  

� Basis: gratitude to government and sympathy towards other laid-off 

workers. 

� Generally, developing slowly. 

� In cities, small businesses of the same trade often see each other as sheer 

competitors: they may need to find more areas of cooperation. 

 

PEP experience shows that capable people played a key role in organizing and 

empowering others, but there should be incentives for capable persons.  

 

4. Developing value chains and economic clusters to maximize 

employment and economic impacts 

 

In Xingtang County, the project has set up economic activities clusters: mushroom 

planting, sweet potato processing, milk cow raising. Furthermore, the project also 

developed value chains to create more jobs in materials supply, processing, 

marketing, transportation, machinery manufacturing, etc. 

 

Mushroom Plating value chain in Xingtang County:  

 

PEP project started with helping 30 farmers with planting mushroom in 1996, and 

the scheme expanded rapidly to cover 50000 farmers in 96 villages of 12 townships. 

There are also 3 special mushroom markets set up, attracting a lot of local and 

outside dealers.  Mushroom planting cluster has created 12000 jobs. In addition, 

other job opportunities are created on the mushroom value chain, such as raw 

material transportation and sales, packaging material manufacturing, machine 

manufacturing, and transportation, etc. 
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5. Employment creation through facilitating entrepreneurship rather than 

direct investment in businesses 

 

PEP project creates comprehensive services for businesses to promote 

self-employment and additional job opportunities, including access to loans, 

practical skills training, management skills training, economic activities 

recommendation (identification), tax and fees exemption, promotion and publicity, 

site arrangement and etc.  

 

In terms of services offered, Phase 1 and Phase 2 have different emphasis.  

 

Rural employment project： 

 

� Phase 1 focuses on identification of business opportunities for beneficiaries; 

� Beneficiaries live in the same community or communities of similar 

conditions. 

� They are inclined to select same economic activities. 

� County Employment Bureau help beneficiaries with selection of economic 

activities, taking into consideration of:  

� Close link with government economic development priorities; 

� Values chains and economic clusters； 

� Involvement of local stakeholders in identifying economic activities; 

� Based on analysis of local resources and advantages; 

� Personal reference of beneficiaries; 

� Employment impacts, particularly for women. 

 

Urban employment project： 

 

� Phase 2 focuses on business start-up training. 

� Beneficiaries live in different communities, and people of the same 

community tend to select same business to avoid market saturation. 

� It is more difficult for Employment Bureaus to help with selection of economic 

activities. 

� Beneficiaries select economic activities themselves. 

� Beneficiaries select economic activities by personal skills  

� Their businesses often concentrate in sectors requiring less capital, 

low technique, but bringing on low profits.  

� Some of them are survival-oriented;  

� Some fail in extremely competitive or saturated market  

� It is difficult for them to benefit from local government economic 

development policies.  

 

PEP phase 1 and phase 2 experience shows that it is important to help beneficiaries 

with identifying business opportunities to ensure their business can be more 
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sustainable, and they can benefit from government economic development policies. 

Value chain and economic cluster development may be useful in this aspect.  
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Attachment L – Yin Manxue – Powerpoint 

 

Employment Creation through 
Broader Participation

- Case Study of ILO/PEP Project

April 2007

 

 

 

 

Phase 1 :Rural employment project

� Duration: 1997 to April 2001

� Target group: Surplus rural labour force

� Interventions:  Income-generating activities selection, Skills Development 
training, Micro-credit loan, market development support

� Implementation partners:  Local Employment Bureau acts as executing 
agency, while other organizations provide significant support. (Poverty 
Alleviation Office, Credit Cooperative,Training Institutions, Agriculture 
Bureau, Animal Husbandry Bureau,  “Capable persons”, Scientific and 
other professional Organizations and Local Enterprises )

� Models of Income-generating activities : family businesses, group of 
households, Association (cooperatives), micro-enterprises

 

 

 



 148

The income-generating activities in Phase 1 

 

 

 

 

 

 

 

Phase 2: Urban employment project

� Duration:  from 2001 to 2005

� Target group: Laid-off and unemployed workers

� Interventions: Business start-up training, Micro-credit with credit 
guarantee and Follow-up Support Service

� Implementation partners: Local Employment Bureaus act as 
organizer and coordinator of business start-up services. Training 
institutions provide entrepreneurial training; Guarantee Fund 
(Commercial credit guarantee company and credit guarantee 
institutions under local employment Bureau) provide guarantees; 
while bank issue loans; Other supportive services (business idea
recommendation, management skills advice, policy consultation) 
are organized by Employment Bureaus.  

� Economic activity: micro-enterprises
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The economic activities in Phrase 2

For example:

� Processing industry: plastics processing plants, 
printing factories 

� Service industry: beauty salons, small 
restaurants, advertising agencies and electric 
appliance repair shop 

� Commerce: store, home appliance shop 

 

 

 

 

 

 

Key features of ILO/PEP  Project

� Partnership among stakeholders, especially the cooperation between public and 
private sectors

� Combination of government support and market mechanism, emphasize the 
responsibility of beneficiaries.

� Encouraging the establishment of beneficiaries’ organizations: promoting social 
capital and bridging the gaps between government and target groups.

� Making use of local resources and technology advantages to develop value 
chains and economic clusters to maximize employment and economic impacts.

� Creating enabling  environment for self-employment, encouraging self-
employment to create more job opportunities.  
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Partnership among stakeholders, especially the 
cooperation between public and private sectors

� The vertical and horizontal networks maximize the 
integration of all aspects of financial, technical, 
organizational and policy resources, and create synergy. 

� The involvement of the private sectors: businesses, the 

beneficiary organizations and “capable persons” (cluster 
leaders)

� Grass-roots participation, and not just the city (county) 
level of government institutions. 

 

 

 

 

 

 

 

Case 1: project organizational framework in 
Xingtang County:
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Improved coordination among different 
agencies

� Organizations: Working Group, leading group, co-ordination 

group 

� The members of the group: relevant government departments 

and commercial institutions in charge 

� The communication and coordination with private sectors: 

according to their needs. Employment bureau and the relevant 

units have regular and non-regular communication with them. 

� The communication with the beneficiaries: through Business 

Starters Association 

 

 

 

 

 

Experiences

� PEP Participation Mechanism: Mobilizing resources to form a joint force; 
enhancing the capacity of relevant departments; Strengthen 
communication to enhance the government services more close to the 
target groups.

� Key factor for working with government agencies: support from local 
government, project activities’ linkage with other agencies’ work 
performance. 

� \Key factor for working with commercial sector: mutual benefit and trust.

� The form of coordination mechanism is not crucial. The key factor is to 
have a better cooperation with each agency

� It is important to have a coordination mechanism for broader 
participation, particularly with the private sector and target groups.
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Combining the government support and market mechanism

Micro-credit/credit guarantee 
fund:

� Government established Credit 
guarantee funds to provide 
micro-enterprises with loan 
guarantee

� Operated with commercial 
principles (feasible business 
plan etc.)

� Guarantee/counter-guarantee

� Other assistance from 
government to ensure 
sustainability of businesses

Business Start-up Training:

� Certification of eligible training 

institutions

� Promoting competition among 

training institutions

� Certification and capacity 

building of trainers

� Free training for laid-offs and 

unemployed, but others have to 

pay

� Government subsidies are paid 

based on the training results 

 

 

 

 

 

 

Experience

� “Service-oriented government” does not necessarily mean 
the government as direct service provider

� Government’s role is to make arrangements to ensure the 
quality and maximum social impacts of public services, for 
example:

– Qualification of service providers

– Standard of services

– Price control

– Competition and incentives
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Encouraging the establishment of 
beneficiaries’ organizations

Mushroom Growers Association in 

Xingtang County

� Training and technical guidance

� Purchase raw materials together

� Unified production procedure 

and standards

� Using the same brand name for 

the products

� Price and market information

� Promoting products through 

website

Business Starters’ Association 

in pilot cities of Phase 2

� More business to business 

opportunities

� Management skills exchange

� Mutual Guarantee fund

� Channeling government 

policies to members

� Reflecting members’ voice to 

government agencies 

 

 

 

 

 

 

� Beneficiaries’ organizations are 
set up to share skills and 
information, reduce transaction 
costs through collective 
purchase and sales, to obtain 
scale benefits.

� Basis: Mutual benefits of capable 
persons and farmers.

� Rapid expansion

� Beneficiaries are inclined to use 
their organizations as a tool to 
communicate their needs to 
government.

� They find business opportunities 
for each other in a less organized 
way.

� Basis: gratitude to government 
and sympathy towards other laid-
off workers.

� Generally, developing slowly.
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Experience

� Capable persons who are interested in public benefits played a key role in 

organizing and empowering the beneficiaries’ organizations. 

� The enthusiasm of capable persons is very important. 

� Farmers in the same income-generating scheme believe working together 

brings more opportunities for all: seeking to explore forms of closer 

cooperation.

� In cities, small businesses in the same trade often see each other as 

sheer competitors: they may need to find more areas of cooperation.

 

 

 

 

Developing value chains and economic clusters to maximize 
employment and economic impacts

Projects in Phase 1：

� Economic activities clusters: Mushroom planting, sweet potato 

processing, milk cow raising.

� Value chains: in raw material supply, processing, marketing 

and also in machinery manufacturing and maintenance, feed 

processing and supply, medical quarantine, brokerage 

transactions and transportation
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Mushroom Plating value chain in 
Xingtang County:

 

 

 

 

Employment creation through facilitating entrepreneurship 
and creating an enabling environment for self-employment 

� Improving business start-up environment to promote self-employment 

and create additional job opportunities

– Capital fund, practical skills training, management skills training, 

economic activities recommendation, tax and fees exemption, 

policy consultation, information dissemination and business sites

� In terms of services offered, Phase 1 and Phase 2 have different

emphasis.

– The employment Bureau of Xingtang County pay more attention 

on the selection of income-generating scheme.

– Phase 2 focuses on business start-up training.
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Rural Employment project

� Beneficiaries live in the 

same community or the 

community of similar 

conditions.

� They are inclined to select 

same economic activities.

� The project gave focus on 

the selection of economic 

activities.  

Urban employment project

� Beneficiaries live in different 
communities, and people of 
the same community tend to 
select different business to 
avoid market saturation.

� Beneficiaries select 
economic activities by 
themselves.

� The project pay more 
attention to trainings. 

 

 

 

 

 

 

Rural employment project:

� County Employment Bureau helped 
beneficiaries with the selection of economic 
activities.

� The selected economic activities have close 
link with government economic development 
priorities;

� Taking into consideration of values chains and 
economic clusters;

� Involvement of local stakeholders, especially 
capable persons and grassroots organizations 
in identifying economic activities;

� Based on analysis of local resources and 
comparative advantages;

� Personal preference of beneficiaries has taken 
into consideration;

� Considerations to the employment impacts, 
particularly for women.

Urban employment Project:

� Beneficiaries select economic activities 
according to their own capacity;

� Their businesses often concentrate in 
sectors requiring less capital, low 
technique, such as store and beauty 
parlor etc., which are less profitable;

� Many of them are survival-oriented. They 
are in high competition or saturated in the 
market.

� It is difficult for them to benefit from the 
economic development policies of the 
local governments.
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Experience

� It is important to help beneficiaries in 

identifying business opportunities. 

� It is important to help beneficiaries in starting 

businesses in close consideration to the local 

economic development policies.

� Value chain and economic cluster 

development may be useful in this respect.
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Attachment M – Satoshi Sasaki 

 

Employment Promotion Initiatives in China (1): 

Adapting Incremental Approaches to LED 

 

Summary of the presentation in the ILO/OECD seminar on designing effective 

employment strategies through local economic development in China 

 

26 April 2007, Beijing 

 

Satoshi Sasaki 

Specialist on Enterprise Development and Job Creation 

ILO Beijing Office 

 

 

 

 

1. Introduction 

 

My presentation intends to facilitate local counterparts to adapt the LED as a way to improve 

the local capacity to develop sustainable development in which weaker segment of the society, 

i.e. laid-off workers, migrant workers, unemployed youth, etc, will have decent work 

opportunities. In my presentation, I would like to focus on the following four topics: 

 

(1) How do we understand Local Economic Development? Given that the Chinese 

Government has been working on local economic development in a general term, we 

need clear understanding of what is “LED” as compared to the existing practices of 

local economic development in China. To do so, I will cite the definitions of LED 

models of four organizations (ILO, OECD, WB, UNHABITAT). 

(2) Why LED is necessary for China now? In the rapidly changing development context in 

China, I will review the issues, which we need to consider in changing roles of 

government in local development. 

(3) How to initiate LED in China? Based on the experiences gained from the ILO’s 

employment promotion project (ILO/PEP: 1997-2005), I will examine the key aspects 

in the LED, which needs attention in developing LED in China. 

(4) Lastly, I will raise three issues which I expect more discussions in adapting LED to 

China. 

 

 

2. What is LED? 

 

From the different definitions by international organizations, we understand, in general, LED as 

an approach to develop economic activities in a certain area (territory) that create employment 

and income opportunities for the people living there to improve their livelihood. 
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The LED is perceived as a process that involves local stakeholders in public, private and civil 

society to participate in identifying and implementing potential economic activities to help local 

economy to grow. The LED process consists of a series of phases: (1) Introduction (sensitizing, 

identification of stakeholders), (2) local situation analysis/assessment, (3) Formulation of 

strategies, (4) Implementation, (5) Monitoring and Evaluation. 

 

Different international organizations have their own mandates and areas of concerns that 

reflect in the listing of LED activities. However, the common areas of LED interventions could 

be largely categorized into the following areas: 

 

- Human Resource Development 

o Skills development 

o Entrepreneurship development 

- SME development 

o Business environment reform 

o Sector development 

o Marketing support 

- Capacity building 

o Governance 

o Partnership 

- Infrastructure development 

 

 

3. Why LED is necessary for China? 

 

Decentralization 

 

The Chinese central government seeks to transform local government as part of market 

liberalization strategy. The fiscal and functional decentralization facilitated market reforms and 

catalyzed the economic development. Historically, China has a tradition of limited 

decentralization due to its size of the country that has made the central government control 

difficult. In the last two decades, the system has shaped to incorporate elements of delegation 

and devolution. Subnational governments have more responsibilities in tax collection and 

expenditures. In 2002, subnational governments accounted for 70% of government spending, 

and 40% of the total spending was made at the county level. 

 

These changes prompted modifications of government operations. Also public demand for 

more responsive government and entrepreneurial freedom has been influencing the 

relationship between the central and local governments.  However, China had so far no 

formal decentralization policy. The centralized political system has limited stimulation to local 

officials for spontaneous innovation. In this sense, China could be described as an unusual 

case of decentralization, in which local governments are resource-rich but power-poor. 
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Conventional approach 

 

In practice at the local level, the development process has been initiated by 25 different 

bureaus, commissions and offices. They are encouraged to communicate and coordinate with 

each other in avoiding the policy conflicts and resource wastage. These departments are 

reportable to the county mayor and supervised by the People’s Congress. The County 

Commission for Reform and Development is in charge of drafting a comprehensive 

development plan of the county. The County Political Consultative Conference under the 

leadership of the Communist Party gives the opportunity for various social groups in reflecting 

their views in the formulation of development plans and implementation. 

 

The LED Manual for China (ILO: 2006) in its case study cited some problems associated with 

the current planning practice at the local level: 

 

Sometimes the main content of individual special planning was just the work content 

(tasks and responsibilities) of a certain department. Some plans were very difficult to 

implement practically due to the lack of effective executing institutions or lack of 

corresponding means of macro control at the county level. From the angle of 

promoting economic and social development, it is not the amount of planning that is 

important but the accurate identification of significant areas and issues, and bringing 

the planning functions of instruction, coordination and progress into play. (p.94) 

 

Despite opportunities given for private sectors to have “consultations” to reflect their views on 

the development planning, the government departments are playing dominant roles in 

prioritizing the local development interventions. As the case study indicated, sometimes the 

development plans fail to involve appropriate stakeholders to identify the issues that need to 

be addressed to vitalize local economic activities. It would be important for China to allow more 

participatory and evolutionary approaches as an alternative to the conventional coordination 

and planning approaches to the local development. 

 

Government roles 

 

The approaches of local economic development should also be considered from the viewpoint 

of the changing roles of the government in the current economic contexts. Firstly, globalization 

brings potential opportunities from growing markets, but it also fosters unemployment through 

privatization, restructuring as well as the changing patterns of agricultural productions. 

Secondly, in transition to market economy from planned economy, the local government 

should act more as service facilitators, rather than service providers to support private sector 

growth. In this respect, the government should play a key role in creating enabling policy 

environment for enterprises to operate and create jobs. Direct interventions by the government 

should be applied where market approaches fail, such as maintaining long-term perspectives 

on the local development and avoiding monopolist interventions. 
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4. How to initiate LED in China? 

 

Public-Private Partnership 

 

Public-Private Partnership (PPP) is a missing link in the local economic development in China. 

Since 1980s, private sector enterprises have been playing increasingly important role in 

creating jobs. But private sector has been marginalized in the local economic development 

process on the two fronts: While the departments of a local government have regular channels 

to coordinate their policies with each other, private sector is not consulted on the regular basis. 

This could be resulted in poor market information in planning. On the other hand, local 

governments tend to depend on the government institutions in the implementation of local 

economic development interventions. Often, services, which have market value, are provided 

free of charge by the government. Such free services may cause distortion the market. 

 

PPP may not only mean to partnering on such big programmes like privatization of SOEs, 

investment in large infrastructure and out-sourcing of public works, but it could include any 

interventions that could facilitate market-based solutions to explore the potential of local 

economy. To do so, LED in China needs to promote regular dialogues among different 

stakeholders in private sector and civil society, catalyzing their learning process to build their 

common understandings on local development. 

 

In the growing interest in the corporate social responsibility (CSR) in China, private sector 

initiatives in promoting CSR concept may also provide opportunities for building PPP. 

Following my presentation, Senior Social Policy officer of Lafarge will explain how such an 

initiative could contribute to the local economic development. 

 

Identifying niche markets 

 

LED process should start with building awareness among potential stakeholders to develop 

their common understanding about the local economy and gradually strengthen their informal 

and formal communication channels to identify potential areas of cooperation in formulating 

LED interventions. Territorial diagnosis would be conducted with using analysis tools like 

SWAT and institutional mapping to support the stakeholders in recognizing the comparative 

and competitive advantages of the locality.  

 

Value chain analysis could be another useful tool once the potential sector/sub-sector is 

identified. It enables local entrepreneurs to create new commercial services/products to give 

market-based solutions to the existing problems. 

 

Preparatory stage 

 

To initialize the LED process at the local level, core group of people need to be trained to 

understand the concept of LED and work as LED facilitators. Successful LED activities in the 
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ILO/PEP project also imply the key roles to be played by (1) the local government leaders, (2) 

LED facilitators and (3) innovative entrepreneurs, who could draw attention to a win-win 

strategy to explore emerging niche markets. 

 

In the ILO/PEP project, niche markets were identified through focus group discussion and 

market visit (study tours). These methods were useful for formulating small scale income 

generating activities. To see the link between different economic activities in a value chain, 

participatory planning methods like the Participatory Appraisal of Competitive Advantage 

(PACA) by Mesopartner and the Project Cycle Management (PCM) by the Foundation for 

Advanced Studies on International Development (FASID) would be the options to be 

introduced. 

 

Within the given development planning framework at the local level in China, LED as a 

participatory development approach needs more informal network, which facilitates dialogues 

among the stakeholders (public, private and civil society) of the specific economic activities. 

LED facilitators need to maintain the voluntary participation of the stakeholders around their 

common interests in the efforts. 

 

Essentially, LED is the development approach to vitalize local economy with maximizing the 

utility of local resources, and minimize, if not at all, the dependency on external resources. To 

support the LED activities, first the local government resources should be consulted, finding 

the “fits” in the existing resources to be used for the LED activities.  

 

 

5. Issues 

 

The role of innovative entrepreneurs in LED 

 

To review the experience of the mushroom growers cooperative in Xingtang County in the 

ILO/PEP project, the role of innovative entrepreneur is effective in mobilizing the social capital 

to explore new markets. In this project, Mr. Li, could be recognized as: 

 

- Technical expert and trainer in planting new mushrooms (Innovation) 

- A local resident having established relationship in and around the village (link to social 

capital) 

- Communication channel with the local government, representing like-mind villagers 

(link to resources) 

- A mushroom grower who maintains relationship with buyers (Market information) 

- Business support provider to new mushroom growers on commercial basis 

(Market-based approach) 

 

With the involvement of innovative entrepreneurs like Mr. Li as a key stakeholder, other 

stakeholders could understand what kind of role they should play in forging a win-win strategy 

in implementing the LED intervention. The key lessons in this experience are: (1) the LED 



 163

should be designed to allow bottom-up process in formulating specific interventions. (2) 

Leaders and facilitators (in the local government) should work as change agents, allowing the 

flexible use of public resources to meet the development needs of the people. 

 

Could LED be quick but incremental? 

 

Appreciation to the importance of maintaining a long-term perspective in local economic 

development, however, the LED’s conventional strategic planning approaches may not be 

suitable in exploiting opportunities in the emerging markets. Often such opportunities come 

with adoption of new government policies (ex. deregulation, privatization), the development of 

new infrastructure and technological innovation. In poor areas which has limited resources for 

planning, development of LED strategy document is a heavy burden in terms of costs and time 

required. Unless external resources could be mobilized, the conventional LED approach is 

unlikely to be launched in these areas. 

 

LED in China may need to accommodate the evolutionary perspectives emerging from the 

learning process. Rather than starting with the ground design, LED interventions could be 

designed on a small scale, applying rapid appraisal methods in identifying the niche markets to 

be explored. More importantly, successful experiences in implementing small LED 

interventions could be the basis for local governments in replicating similar ideas to other 

sectors. 

 

Linking national and local strategies 

 

Currently, the Chinese government is in the process of finalizing the Employment Promotion 

Law, which will provide local governments with the policy guidance to stimulate economic 

activities as well as improve the employability of the local population. The question will be how 

the law could be operationalized at the local level. To meet this technical needs from the local 

governments, the ILO and the Ministry of Labour and Social Security should work together to 

adapt LED as a tool for the local government to implement the employment promotion 

initiatives. To do so, three activities are recommended: 

 

(1) LED pilot projects should be implemented to adjust the conventional LED approaches 

to the specific needs of local governments in China. 

(2) LED manual for China has been developed in 2006. It could serve as a tool to 

disseminate the concept of LED. It is a living document to be refined along with the 

implementation of LED activities at the local level. 

(3) LED experiences should be recorded and disseminated through publication and 

seminars in China. 
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Attachment N – Satoshi Sasaki – Powerpoint 

 

Employment Promotion Initiatives

in China (1)

Adapting Incremental Approaches to LED

Satoshi Sasaki

ILO Beijing Office

 

 

 

 

2

What is LED?

- Objectives

Economic health of municipalities and livelihood of their 

local citizens
HABITAT

Building up the economic capacity of a local area to 

improve its economic future and the quality of life for all
WB

Employment creation and economic developmentOECD

Creating decent jobs and stimulating economic activityILO
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What is LED?

- Process/Approach

Getting started→ Stakeholders & participation→ Situation 

analysis→ Visioning→Setting objectives →Identifying & 

evaluating strategy options → Action planning→
Implementation→ M&E→ Adjust & modify

HABITAT

Organizing the effort → Conducting the local economy 

assessment→ Developing strategy→ Implementation→ Review
WB

Mayer → Municipal council→Some economic operators →
Representatives of various components of local economy→
Representatives of local people

OECD 
(ECOLOC) 

Initiation →Territorial diagnosis→Sensitizing → LED forum→
Designing strategy→Implementation →M&E

ILO
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What is LED?

- Types of interventions

Marketing and knowledge management, Entrepreneur and small 

business support, Physical revitalization, infrastructure and land 

planning, Organizational development for LED 

HABITAT

Improving local business investment climate, Investment in 

infrastructure, Investment in business sites, Encouraging new 

enterprise, Sector development, Integrating low income workers

WB

Employment and skills, Entrepreneurship, Globalization and local

authorities, Local governance and partnership, Social innovation
OECD

MSME development, Local economic and infrastructure 

development, Investment & inward-attraction policies, HR & 

institutional development, Integrated sector/sub-sector/industry 

upgrading strategies, Consensus building and conflict resolution

ILO
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Why LED is necessary?

- Does China practice LED?

• Decentralization: 1980s-1990s
– Practical decisionmaking on various economic matters

– Government spending: 70% at subnational level, 40% 
at county level (2002)

– Political: Centralized administration

• Governance of the development process
– Lack of participatory and evolutionary approaches, as 

opposed to coordination and planning approaches

– Direct interventions by governments

– Limited private sector involvements
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Why LED is necessary?

- Changing role of local governments

• Globalization brings potential opportunities from growing 

markets, but it also fosters unemployment through 

privatization and restructuring.

• Enabling policy environment: In transition to market 

economy from planned economy, the local government 

should act more as service facilitators, rather than service 

providers to support private sector growth.

• Addressing market failure

– maintaining long-term perspective

– avoiding monopolist interventions
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How to initiate LED?

- Public-Private Partnership

• PPP is a missing link in local economic 

development in China.

• Catalyzing a learning process: Promote dialogue to 

reflect the needs of private sector and civil society

• Facilitate market-based solutions to the problems

• Link to CSR initiatives – Opportunities for 

promoting PPP (the case of Lafarge)
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How to initiate LED?

- Identifying niche markets

• Identification of local needs/problems and 
opportunities – Ability of raising awareness

– Territorial diagnosis – Sensitizing the local 
economic issues: Basis to identify competitive 
advantages of the territory. (SWAT, 
Institutional mapping)

– Value chain analysis – Niche markets: 
providing solutions to the problems by creating 
commercial services to key sectors/sub-sectors
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How to initiate LED?

- Preparatory stage

• Local government leaders, LED facilitators, 

Innovative entrepreneurs

• Capacity to identify problems: PACA, PCM

• Facilitating dialogues (formal & informal) among 

stakeholders of the specific economic activities.

• Managing local (financial) resources
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Issues

- The role of innovative entrepreneurs

• Mr. Li in the mushroom growers cooperative in Xingtan:

– Technical expert and trainer in planting new 
mushrooms (Innovation)

– A local resident having established relationship in and 
around the village (link to social capital)

– Communication channel with the local government, 
representing like-mind villagers (link to resources)

– A mushroom grower who maintains relationship with 
buyers (Market information)

– Business support provider to new mushroom growers 
on commercial basis (Market-based approach)
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Issues

- Could LED be quick but incremental?

• Quick solutions vs. long-term perspectives 

(strategy document) – Is the strategic planning 

approach suitable?

• Opportunity-driven approaches – LED needs to 

accommodate more evolutionary perspectives 

emerging from the learning processes.
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Issues

- Linking national and local strategies

• LED could be an essential tool to operationalize 

the Employment Promotion Law at the local level:

– Pilot projects

– LED manual: It could serve as a tool to disseminate the 

concept of LED. It is a living document to be refined 

for the implementation of LED strategies at the local 

level.

– Networking: Most useful if the LED experiences could 

be shared among the localities.
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Attachment O – Lily Wang – Powerpoint (no paper) 

Sustainable Employment Project
Chongqing Pilot 2007

April 26th 2007
Lily Wang  
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Sustainable Employment Project

� About Lafarge Shui On 

关于拉法基瑞安关于拉法基瑞安关于拉法基瑞安关于拉法基瑞安

� About Chongqing pilot plan 

重庆试行项目计划介绍重庆试行项目计划介绍重庆试行项目计划介绍重庆试行项目计划介绍
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About Lafarge Group

�World leader in building materials: 
Cement, Aggregates & Concrete, Gypsum

世界建材领域领袖，产品涉及：水泥，混世界建材领域领袖，产品涉及：水泥，混世界建材领域领袖，产品涉及：水泥，混世界建材领域领袖，产品涉及：水泥，混
凝土，石膏板凝土，石膏板凝土，石膏板凝土，石膏板

� 71,000 employees in over 70 countries, 
sales of Euros 17 billion in 2006

业务范围超过业务范围超过业务范围超过业务范围超过70个国家，拥有个国家，拥有个国家，拥有个国家，拥有71000名员名员名员名员
工，工，工，工，2006年销售额达到年销售额达到年销售额达到年销售额达到 170亿欧元亿欧元亿欧元亿欧元

� Offer innovative solutions bringing greater 
safety, comfort and quality

先进的产品和解决方案为建材领域和大众提先进的产品和解决方案为建材领域和大众提先进的产品和解决方案为建材领域和大众提先进的产品和解决方案为建材领域和大众提
供更加安全、舒适、高质量的环境供更加安全、舒适、高质量的环境供更加安全、舒适、高质量的环境供更加安全、舒适、高质量的环境
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About Lafarge Shui On

� Strategic alliance between Lafarge and Shui On 

Construction and Materials Limited in November 

2005

2005年年年年11月拉法基与瑞安的战略联盟月拉法基与瑞安的战略联盟月拉法基与瑞安的战略联盟月拉法基与瑞安的战略联盟

� 20 plants with a capacity of 21 M tonnes; 

11,000 employees

拥有拥有拥有拥有20个水泥厂、个水泥厂、个水泥厂、个水泥厂、2100万吨年生产能力万吨年生产能力万吨年生产能力万吨年生产能力,约约约约11,000

名员工名员工名员工名员工

� Long-term development in China with its 

advanced management expertise, technology 

know-how and commitment to sustainable 

development 

特有的管理经验、技术知识和特有的管理经验、技术知识和特有的管理经验、技术知识和特有的管理经验、技术知识和可持续发展的理念可持续发展的理念可持续发展的理念可持续发展的理念
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Yunnan 
BU

Sichuan 
BU

Guizhou
BU

Chongqing 
BU

Lafarge Shui On Cement Plant locations

拉法基瑞安水泥工厂分布拉法基瑞安水泥工厂分布拉法基瑞安水泥工厂分布拉法基瑞安水泥工厂分布

Beijing BU

 

 

 

 

5

Lafarge commits to sustainable development
internationally

� “100 Global Most Sustainable Corporations in the 

World” since 2005

全球全球全球全球100家可持续发展最佳企业家可持续发展最佳企业家可持续发展最佳企业家可持续发展最佳企业

� Commit to reduce its worldwide CO2 emissions 

per ton of cement by 20% between 1990 and 

2010

1990到到到到2010期间，将每吨水泥的二氧化碳排放量期间，将每吨水泥的二氧化碳排放量期间，将每吨水泥的二氧化碳排放量期间，将每吨水泥的二氧化碳排放量
降低降低降低降低20%

� Top50 Sustainability reports in the world

全球全球全球全球50个最佳可持续发展报告个最佳可持续发展报告个最佳可持续发展报告个最佳可持续发展报告

� Work with NGOs like World Business Council for 

Sustainable Development, WWF, Habitat for 

Humanity, Care  与非政府组织合作与非政府组织合作与非政府组织合作与非政府组织合作
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� WWF China Children’s website 世界自然基金会儿童网站世界自然基金会儿童网站世界自然基金会儿童网站世界自然基金会儿童网站

� Donations to children villages in Hebei and Tianjin 捐赠和修建儿童村捐赠和修建儿童村捐赠和修建儿童村捐赠和修建儿童村

� Love the Earth Ambassador Campaign with WWF “爱护地球爱护地球爱护地球爱护地球”大使活动大使活动大使活动大使活动

� Jinfeng Kiln Museum in Dujiangyan plant  拉法基瑞安金凤窑博物馆拉法基瑞安金凤窑博物馆拉法基瑞安金凤窑博物馆拉法基瑞安金凤窑博物馆

� Aids Prevention Education with GBC for anti-Aids 艾滋病预防同伴教育艾滋病预防同伴教育艾滋病预防同伴教育艾滋病预防同伴教育

� Sustainable employment 可持续性就业项目可持续性就业项目可持续性就业项目可持续性就业项目

Efforts are continuing 我们的行动还在继续我们的行动还在继续我们的行动还在继续我们的行动还在继续……

Lafarge commits to sustainable development
in China
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Sustainable Employment Project

Chongqing pilot

� Project plan 

重庆试行项目计划重庆试行项目计划重庆试行项目计划重庆试行项目计划
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Sustainable Employment Project

Chongqing pilot  
� About Chongqing Jiangjin 重庆江津重庆江津重庆江津重庆江津

� 42 km from Chongqing,  1.45million 

population

� Unemployment rate: 3-4% vs. 7-8% in 

Chongqing 

� 4 competitive advantages:

- transportation ( highway, railway,   

harbors) - heavy 

industrial foundations ( 114 industrial 

companies, RMB 26 billion 

investment ) - resources supply for 

water, electricity, gas

- nature and historic culture

1-hour Economic Circle ! 
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� Approach for target people in the local community

目标群体目标群体目标群体目标群体

PlanetFinance

Labor Bureau

Banks
Lafarge
Shuion

ILO
Target 
people 
目标群体目标群体目标群体目标群体

Group 1: look for 
reemployment 再就业群体再就业群体再就业群体再就业群体

Group 2: look for starting 
own business
寻求创业群体寻求创业群体寻求创业群体寻求创业群体

Group 3:  Retirement,
No interest of reemployment       
退休人员退休人员退休人员退休人员

Labor Bureau

Vocational training

suppliers

Lafarge
Shuion

Job Market

Sustainable Employment Project

Chongqing pilot

 



 175

10

� Objectives目标目标目标目标:

To the local community 社区和地方社区和地方社区和地方社区和地方

- Train and develop small entrepreneurs 培训发展小型企业家培训发展小型企业家培训发展小型企业家培训发展小型企业家

- Create jobs and income, promote employment 创造工作机会和收入，促进就业创造工作机会和收入，促进就业创造工作机会和收入，促进就业创造工作机会和收入，促进就业

- Develop the local economy 发展地方经济发展地方经济发展地方经济发展地方经济

- An experimental case of LED China initiated by ILO and MOLSS 试验案例试验案例试验案例试验案例

To Lafarge Shuion 拉法基瑞安拉法基瑞安拉法基瑞安拉法基瑞安

- Offered solution for LSOC laid-off staff  拉法基瑞安下岗人员的再就业方案拉法基瑞安下岗人员的再就业方案拉法基瑞安下岗人员的再就业方案拉法基瑞安下岗人员的再就业方案

- Build a positive company image for promoting employment and local economy   

working with NGOs like ILO, PlanetFinance 树立促进就业和发展地方经济的良好树立促进就业和发展地方经济的良好树立促进就业和发展地方经济的良好树立促进就业和发展地方经济的良好

公司形象公司形象公司形象公司形象

- An experimental case to learn and share to the other BUs in the future as part of 

CSR initiatives 试验案例并向其他运营单位推广试验案例并向其他运营单位推广试验案例并向其他运营单位推广试验案例并向其他运营单位推广

赛跑赛跑赛跑赛跑 – 我要迈向新生活我要迈向新生活我要迈向新生活我要迈向新生活

Sustainable Employment Project

Chongqing pilot
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� Measurement 衡量指标衡量指标衡量指标衡量指标

- Number of participants 参加人数参加人数参加人数参加人数

- Number of people creating own small business with official 

registration and running for more than 6 months 

创业人数（拥有正式工商登记并持续经营超过创业人数（拥有正式工商登记并持续经营超过创业人数（拥有正式工商登记并持续经营超过创业人数（拥有正式工商登记并持续经营超过6个月）个月）个月）个月）

- Number of new jobs created due to new business opening 

带动就业人数带动就业人数带动就业人数带动就业人数

� Target participants: 800 – 1,000 people from Chongqing Jiangjin

目标人数： 800 至 1000 人

赛跑赛跑赛跑赛跑 – 我要迈向新生活我要迈向新生活我要迈向新生活我要迈向新生活

Sustainable Employment Project

Chongqing pilot
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� Scope and timeframe 范围和时间表范围和时间表范围和时间表范围和时间表

Territory:  all areas within Chongqing Jiangjin

地域：重庆江津地域：重庆江津地域：重庆江津地域：重庆江津

Applicants: People from Jiangjin willing to start own small 

business 

报名人员：江津区寻求创业人士报名人员：江津区寻求创业人士报名人员：江津区寻求创业人士报名人员：江津区寻求创业人士

Timeframe: 2007.7 – 2008.6

赛跑赛跑赛跑赛跑 – 我要迈向新生活我要迈向新生活我要迈向新生活我要迈向新生活

Sustainable Employment Project

Chongqing pilot
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� Project network 项目网络成员项目网络成员项目网络成员项目网络成员

Sustainable Employment Project

Chongqing pilot

Others?

Training 
Institution

CQ 
Bureau of 
Finance

Planet
Finance

Local 
Banks

CQ 
Bureau of 
Business
Affairs

CQ 
Labor
Bureau

MOLSS

Lafarge
Shuion

ILO
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� Method 方式和措施方式和措施方式和措施方式和措施

Target 
people 
目标群体目标群体目标群体目标群体

Group 2: look for starting 
own business
寻求创业群体寻求创业群体寻求创业群体寻求创业群体

Train and develop new small business maker :

培训和发展小型企业家培训和发展小型企业家培训和发展小型企业家培训和发展小型企业家

- SIYB training 创业培训创业培训创业培训创业培训

- local economy development consultation 

地方经济发展咨询地方经济发展咨询地方经济发展咨询地方经济发展咨询

- Government policy consultation 政府政策咨询政府政策咨询政府政策咨询政府政策咨询

- Micro-credit support and Bank loan 

小额信贷支持和银行贷款小额信贷支持和银行贷款小额信贷支持和银行贷款小额信贷支持和银行贷款

- business administrative service 

工商行政登记服务工商行政登记服务工商行政登记服务工商行政登记服务

What will this 
pilot do?  措施措施措施措施

Sustainable Employment Project

Chongqing pilot
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� Next step 下一步行动计划下一步行动计划下一步行动计划下一步行动计划

- Involvement of MOLSS, Chongqing Bureau of Labor and 

Social Security, etc.  政府部门的参与政府部门的参与政府部门的参与政府部门的参与

- Territorial diagnosis and value chain analysis 

地域分析和价值链分析地域分析和价值链分析地域分析和价值链分析地域分析和价值链分析

- Establishment and capacity building of micro-credit with 

local financial institution 

与地方财政机构建立小额信贷机制与地方财政机构建立小额信贷机制与地方财政机构建立小额信贷机制与地方财政机构建立小额信贷机制

Sustainable Employment Project

Chongqing pilot

 


