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Executive overview

Large anployment gaps remainin mostG2 0 countri es €

Despiteamodest economic recovery in 281&onomic growth is expected to rentsatow
trend with significant downside risks over the foreseeable Reusestenslow growth will
continue to dampen employment prosp&dtdethe employment intensity of growth has also
been weakened in many countrigsspite some small improvement recethigyjobs gap is
projected taemain substantial in several G20 econamigat least 2018.

e andthe quality of employmentremains a concern

Coincidingwith thesizeablgobs gaps a deterioration job qualityin a number of G20
countries Real vagedavestagnatdacross many advanced @2d even fahin some

Wage growth has significantly ladggkdnd labour productivigrowth in most G20 countries
The decliein laboud s s lineomeobserdedn most G20 countries/er recent decadess
continued in some while in others the labour share has stagvaedeand incomeénequality
has continuetb widenwithin manyG20countriesalthough progress has been madefénv
emerging economie®n anotherpositive noteworking poverty hageclinedn manyemerging
G20 countrignotablyChinaalthoughnformal employment remains a major obstacle
improving job qualityparticularly in emerging and developing countries

Jobs ae a foundation foreconomic recoveryé

Strongeeconomigrowthis anecessatyut not sufficient requiremefior strongjob creation
Re-ignitingeconomigrowthalsodepends on recovery of demaard] this in turn requires
stronger job creaticand wage growthVithout confidence in their job and income prospects,
households will continue to be cautious atmgumptiorand firmswill remairhesitant to
invest in productive capacity until theydemeandisingfor their poducts and services. In the
advanced G20 economiksge jobs gap asthgnating wage income have constrained both
consumption and investment as sowtaggregate demania. the emerging G20 economies
high levels of undemploymenand informalityindermie both current consumption and
potentialoutput andproductivitygrowth in the longerm. G20 countries need more and better
jobs as a foundatidar sustained growth and the wellbeing of their societies.

€ a fonachievng sustainable, equitableand inclusive growth.

Robust economic growth and quatitygreatiorare intertwined goals that cery be achieved
through coherent andutuallyreinforcing stratégs that usenacroeconomic and financial
levers tdosterstronger growtndemployment and social policies@intain aggregate
demand by supporting employment and earnimg®me countries product market reforms
may also be need&daccelerate growtlsustainable, balanced and equitable growth also
requiregpolicies that improvemploymenbpportunities and outcomes for the worldgg
population and in particuliar thosegroupshat have sufferedostduring the recession or
face longerm extusionand vulnerabilityln the context of rapid population aging in many
countries andsing youth populatian othersgovernments must pay attention to both supply
and demandidepolicies taais participation rates @fomen andinderrepresented groups
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provide them with the skills they need to find employaneleincourage arsipportall
segments of the population to find jobs that are rewarding and prodhitéigssating
sufficient quality jolfsr all who want to work

1. Introduction

In the face obelow trendyrowth andargegobs gapsG20 Leaders have called for each G20
country to develop growth strategies and employment action plans. The Leaders have
emphasized the need for coordinated and integrated puhks poltuding strong and

supportive macroeconomic, trade, investment and labour market policies, along with resilient
and effective social protection systems, sustainable public financeragdlatelil financial
systemsCoordinated policies in themeasire seeas the foundation for sustainable; job

creating economic growth.

Thispaperevievsthe latest trends in the labour marketraghlightoliciesadopted by G20
countriedo support growth It thenses out the main channels through which growth and
employment affeetachotherandsummarizes the mix of policy measures needed to achieve
strong, sustainabjeb-rich and balancegtowth A brief overview of the Employment Plans
submitted by G20 countrissalso providedA statistical annex presents additiofi@tmation

on recent labour market trends

2. Recent trends inG20labour markets
Trends in employment and unemployment

In the last 12 month#)e majorityof the G20 countries have withessedodest reduction in
the unemployment rat@ith some exceptiofes.g Australialtaly, the Republic of Korea and
Turkey (Table 1) These positive developments were largely dveddomenet job creatign
especially in the United Stabes,in some casessuled in part frondeclinesn thelabour
force participation rate (eAggentina, Brazi§pain and the United StateR)e rate of guth
unemployment declined in many countries but still reatdiissorically high levels in some

The weak global economic grovaihserved since the financial chas been associated with
even weaker employment growmtimost G20 countriesacalled jobless growth, although with
wide variationfFigure 1).Consequently large jobs gaps pavsstedin several G20 countries.
Despite some small improvement recamgveral countriehe G20 jobs gap is projected to
remain substantial urdil least 2018, particularly in advanced G20 countries (Figure 2).

In some countries, lotgrm unemployenthas increased as a resulhefduration of the jobs

crisis (Figure 3Particularly sharp increasesk place in Spairsavell as ithe United States

and countries such kaly and South Afridaave seen further increases in already high rates of
longterm unemploymentHowever, significant declines were recorded in Brazil and the Russian
Federation and, albeit from a high base, also in Gertengnediawvalueof longterm
unemploynentas a share of total unempl@nthas risen to 30.2 per cent in the first quarter of
2014, up from 24.6 at the end of 2007a number of countries, the challenderafterm
unemployment and unemployment ng@eerallys particularly acute among youth (see

Statistical Anne¥igureglA to 7A.



Table I Recent labour marketthanges An overview (yeaito-year change)

Labour force participation rate Total employment Total unemployment vouth
1 unemployment
Latest values
%-points| %-points| %-points| %-points
Men  Women Total Level Rate Level Rate Rate
change change change change
Argentina* Q4 2013 73.1 48.2 60.0 -0.6 11,097 56.1 -0.2 758 6.4 -0.5 18.0 1.3
Australia Q2 2014 70.9 58.6 64.7 -0.4 11,569 60.8 -0.6 727 5.9 0.3 13.3 15
Brazil* Q1 2014 71.9 52.6 60.8 -1.6 23,058 57.8 -1.2 1,249 4.9 -0.6 185 -0.1
Canada Q2 2014 70.6 61.7 66.1 -0.5 17,818 61.5 -0.4 1,347 7.0 -0.1 13.4 -0.6
Chiné 2012/2010 78.2 63.7 71.0 . 715,480 69.7 . 21,183 4.1 . 6.4 .
European Union Q1 2014/Q2 20014 64.5 51.3 57.7 0.1 218,072  51.7 0.3 25,614 10.5 -0.4 22.1 -1.5
France Q1 2014/Q2 2014 61.5 52.1 56.6 0.0 25,837 51.0 0.1 2,968 10.2 -0.1 22.5 -2.6
Germany Q1 2014/Q2 20114 66.4 54.7 60.4 0.1 40,706 57.3 0.2 2,176 5.2 -0.2 7.8 0.0
India 2011-12 78.9 27.2 53.4 . 393,013 515 . 14,500 3.6 . 10.7 .
Indonesia Q3 2014 85.0 53.4 69.2 0.0 118,170 65.2 0.1 7,147 5.7 -0.2 17.1 -0.5
Italy Q1 2014/Q2 20114 58.8 39.7 48.9 -0.2 22,317 42.8 -0.6 3,207 12.5 0.7 42.6 3.4
Japan Q2 2014 70.5 49.1 59.4 0.2 63,470 57.3 0.5 2,377 3.6 -0.4 6.4 -0.6
Korea, Republic of Q2 2014 73.8 51.1 62.2 0.9 25,445 59.9 0.5 972 3.7 0.5 10.3 1.0
Mexico Q2 2014 78.6 43.8 60.3 0.4 49,409 57.3 0.4 2,545 4.9 -0.1 9.8 0.3
Russian Federation Q1 2014 74.5 63.1 69.3 0.2 72,027 65.8 0.4 3,838 5.1 -0.2 13.4 -1.1
Saudi Arabia Q1 2014 78.2 20.4 54.0 -0.4 10,900 50.8 -0.5 700 6.0 0.3 30.6 1.1
South Africa Q1 2014 48.7 51.2 57.3 1.0 15,136 43.0 0.7 4,999 24.8 0.1 52.5 -0.1
Spain Q1 2014/Q2 20114 64.9 53.1 58.9 -0.7 17,109 44.0 0.0 5,792 25.3 -1.0 53.1 -2.7
Turkey Q1 2014 71.5 30.0 50.6 0.1 26,089 46.0 -0.3 2,572 9.1 0.4 16.1 -0.8
United Kingdom Q1 2014 69.1 57.0 63.0 0.2 30,346 58.8 0.9 2,168 6.7 -1.1 18.7 -1.8
United States Q2 2014 69.1 56.9 62.8 -0.6 145,901 58.9 0.3 9,675 6.2 -1.3 13.1 -3.0

..Not available* Selected urban areas.

Note:All indicators refer to the persons aged 15/16 and over excepted for the Russian Federati@@)(agdddr5South

Africa (aged 164).(1) For France, Germany, Italy, Spain, Turkey and the United Kingdom, unemployment figures refer to the
harmonised wemployment data (Eurostat estimation based on labour force survey and registered unemployment figures) from
the Shorterm Indicators published by Eurostat, while the other indicators are based on the European Union Labour Force
Survey (EULFS)-or Mexico the unemployment rate ("Tasa de desocupacion, serie unificada™) is based on the monthly results
of the ENOE (Encuesta National de Ocupaciéon y Empleo), while the other indicators are based on the quarterly results of the
ENOE; (2) Unemployment rate referregistered unemployment in urban areas only (20l&her indicators are based on

Census data (years 2005 and 2010).

Source: ILO Shoiferm Indicators Database, OECD SHitm Labour Market Statistics Database and national labour force
suveys.Cutoff date: 8 August 2014.

Figure I Real GDPand total enployment growth since the onset of the crisis, 200813
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Figure 2: Jobs gaps in G20 countries compared to g2607 trend
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Source: Calculations based on ILO Global Employment Trends database and IMF World Economic Outlook April 2014
projections

Figure 3: Long-term unemployment since the onset of the crisis
Percentage of total unemployment, GQ@d20074
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* Selected urban areBBersonsinemployed for one year or méi®@3 2007 Q3 2013 for the Russian Federation; and Q1 2008
Q1 2014 for South Africa

Source: OECI2stimates based on various national surveys and ILO Statistid®r8hbrtlicators Database.

Demography will exerciageonstraining influenoe labour marketa thecoming decades,
through a marked decline in the expected rate of growth of the madigative population
between 2020 and 208&ll G20 countries except Austr@higure 4).In the Russian

Federation, Germany and Japan, the economically active population has already started to
contract and this will accelerate markedly in Germany.



Figure 4. Expected growth in eeonomically active population
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Source: ILO Economically Active Population (Estimates and projections), July 2013 Update
Trends in wages productivity and earnings inequality

The deep global financial and economic arigislow recovery in many G20 counkrass
resulted not onliy higher unemployment but aisslow and fragile wagaindor G20

workers On average, the crisis brought down thethrmte of average real wagestoutl

to 2 per cent (Figure 5Jhat modest growtivasattributable almost entirelygmerging
economies, particularly Chindilewage growth in advanced economies has been fluctuating
around zero since 2088dbeennegative in some countries (e.g. Spain)

The stagrtaon inwage cannot beexplainedolelyby wealeconomic growthThistrendalso
reflects avidening gap betwegrowth inwages and labour productivily.the advanced G20
economies, thgap began before the crisis bashot narrowed sin¢apart fromashort
reversatluring the depth of the crigns20089 (Figure 6) The gap has grown wider since 2010,
as wages imanyadvanced economies continue to stagnate while prodbeaskeétyoveed in

the group as a whol€or many of the advanced econontiessmoderatiomiwage growth

was greater thahatwhichwould have been predicted by the relationship between rising
unemployment and changes in wage growth observed prior to the crisis.

! Employment Outlook 2DELD, Chapter 2



Figure 5. Trends in real average wages, 202013 (yeato-yearchange, %)
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Note: The 2013 estimate is prelimin@lye G20 sample is restricted to 18 out of 19 individual countries for which data is
available (Argentina identified some inconsistencies in its wage series for some years and has been excluded).

Source: ILO, forthcomin@lobal Wage Report 2014/5

Figure 6. Productivity and wage index (G20 advanced economies)
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Note:Labour productivity is defined as GDP per employed person and uses GDP in constant 2005 PPP$ for &i2buntries.
advanceé@conomies include: Australia, Canada, France, Germany, Italy, Japan, the Republic of Korea, the United Kingdom and
the United State®Both indices are based on a weighted average of all the countries in the group that takes into account labour
productiviy and the size of paid employment.

Source: ILO staff estimation, using data from the ILO Global Employment Trends reports and the ILO Global Wage Database,
revised and updated.

Earnings inequalitsneasured by the ninth to first decile (D9/D1) rats been broadly stable
since the start of the crigisnostadvance&&20economiefollowing atrend rise in many of
themove past decades some casesingsharply(Figure }. Earnings inequality remains high
in emerging economjedthough sighcant declines have occurred in Brazil and South. Africa
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Figure 7. Trends in earnings inequality, 198Q012ratio D9/D1)
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Source: OECD Earnings Database, ILO Global Wage Database aneEQOHRHDabase on Emerging EconomieSBfazil,
China, India, Indonesia and South Africa.

Trends in job quality

In a number of G20 countries, and particulagynarging economies, there are two important
elementsvhich deserve special attention: working poverty and informal empldfitient.
respect tavorking povertyemerging G20 economies have made tremendous progress in
reducingooth extremeavorkingpoverty (below the US$ 1.25 poverty hnemoderatevorking
poverty (between US$1.25 and US$2 per@agjall an estimated 447 hoih workers in
emerging G20 economies wextremely or moderatglgor in 2013, a reduction by half since
1991(Figure 8) Yet workng povertyand near povertgmainslarge and widspread

challenge for these countrigsiking into account these nrpaor workers, some 837 million
workeran emerging G20 countriesver half of the workforéewere either poor or just above
the poverty linen 2013



Progress in reducing working poverty has been uneven among emerging G20 economies, with
the poverty redtion in China accounting for around 80 per cent of the aggregate reduction in
extreme working poverty in emerging G20 countries and for almost 100 per cent of the
reduction in the number of moderate working poor.

Figure 8. Aggregate employment by economigroup in G20 emerging countries
(millions), 19912013
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Note: Aggregate includes Argentina, Brazil, China, India, Indonesia, Mexico, Russian Federation, Saudi Arabian@&outh Africa a
Turkey.

Source: S. Kapsos and E. Bownopl a, OEmpl oyment and economic class in the d
(Geneva, 2013); ILO, Trends Econometric Models, April 2014.

In the emerging economies low quality jobs are often concenttaggdformaleconomy

The share of neagricultural informal employment varies foetween 30 and §@r cent in
Turkeyto over 8(er cent in IndiaWomen are more likely than men tenbaformal
employmen(Figure9). The majority of informal employment occurs in thenmdl sectqr

that is, in unregistered firnfsor instance, two out of three informal jobs are in the informal
sector in IndiaHowever a significant number of worlaesinformally employéd formal
enterprises.

The concept of informality has evolved substantially
for the first time, to today6s broader notion of the
Conference (ILC). Basedtte 2002 ILC conceptual framework, the Seventeenth International Conference of
Labour Statisticians (I CLS) in 2003 adopted o0Guidelin
empl oyment 6. According to t henhboth waggamplaymdntiandeself, i nf or ma
empl oyment and across various economic sectors. 't ca
units as well as in formal establishments.
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Figure 9: Informal non-agricultural employment (per cent), by gender
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1Corresponds only to persons employed in the informal sector.
2 Six cities only.

SourcelLO, Women and Men in the Informal Economy: A StatiSieatPa;tRed 3

Job quality issuesge also a challengeghe advanced G20 economiééthoughinformal
employmenalso exists in the advanced economies and is rising in some, there are more
widespread problems of low wages, job inseandtthe quality of the work environment.

Recent OECand ILOwork suggests thatere are large differences across countries in each of
these dimensions but there does not appear to heasganyadeoff between job quality

and job quantity: some countries manage to do well on both®*c@bats. are also

considerale differences in job quality between socioeconomic groups within codatribs.
low-skilled workers and those with temporary jobs appear to cumulate many disadvantages.

3. Many G20 countriehave adopted plicies to addressthese challenges

Policy effortsn many G20 countries, particularly emergingla2@addressemcome
inequality anthevulnerability ofow income householdlrough measures $uasminimum
wages and social protectidm.12 countries theatio of the minimum wagelative to the
average wadms increased (Figure 10, panekBecting thencreased recognitiofiitsrole in
alleviangworking poverty anlbloostng household incomand consumptionChina has
aggressively raised minimum waBessia, South Afa, Brazil, Argentina, Indonesia and
Turkey have pursuedrange ofvage growth policiesuch as minimum wage increases and
collective bargaininig, order to rebalance their sources of growth toward more domestic
consumption and to address inequatitworking poverty Yet the ratiof the minimum wage
relative to the average wdgelinedn four countries In Chinaalthoughminimum wage
adjustments have been laagd persistent over more than a de¢adeninimum wagriled

3 See Chapter 3 of the OE@Enployment Outlook #8¥14 conceptual framework for measuring job quality and country
comparisons.
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to keepup with even more rapiadverage wage grovethd & a result, the relative level of
minimum wages fell in recent years.

The US, Germany and Saudi Arabigong othershave also launchigtiativego establish or
increase minimum wages in order to address wpdiiagy and inequalityJapan has

encouraged significant wage increases through collective bargaining and other wage setting
processes as a key component of its effort to fight deflation.

Figure 10 Minimum relative to average wages in G20 countries
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1 Average wage of filine workers for Australia, Canada, France, Japan, Korea, Mexico, Spain, Turkey, the United Kingdom

and the United States; average wage of all employees for the Russian Federation; average wage of employees in the business
sector forSouth Africa; average wage of all employees in urban areas for Argentina and Brazil; average wage of employees of the
manufacturing sector for India (firm with 10 employees or more) and Indonesia (firms with 20 employees or more); and average
wage of empi@d persons of the state owned, urban collective, and other ownership units in urban units for China.

2(2007%)2010 for Argentina, China, India and Indonesia, and)@@7for Brazil, the Russian Federation and South Africa in

Panel A (B).

SourceOECD Earnings Database and ILO Global Wage Database 2012.

Social protection expenditures halgebeenincreasetdy many G20 countrigsarticularlypy
emerging economi@sigurell, panel A Many emerging economiEsgan texpand social
protection expenditeand coverage between 1995 and 200&able expansions occurred in
ArgentinaBrazil, Chinandonesiaand Mexicofor example throughnemont r i but ory o0s
pensions for lovincome households and cash traqsfegrammes. India establishedhighy
successfulationakural employment guarantee thegctlyprovides job opportunities in rural
areago build infrastructure and an incofoer for vulnerable householdSouth Africa
createdh public employmeptogrammeo address high unemployrmand povertyln the
face of the crisimmanyemerging economigeeatlyaccelerated spendimig suchprogrammes
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which alsdelped tgreventdeclinesn householatonsumptiorand thugo sustain aggregate
demand As a result, stable or expandinghestic consumption helped to prevent further
declines in economic growth and employment

In advanced G20 countrigacome suppotb the unemployegenerallyose as the number of
jobseekers rogEigurell, panel B Expenditures onnemployment benefitgpicallykept
pace with unemploymeithus acting as amportantautomaticstabiliseby limiting the
negative impact of the crisis on household incarmgeverin a number of countriegorkers
who lostatypical or precarious ®lor recent hires, notably youttd not have access to
unemployment benefits or received them only for a short period of time.

Figure 11 Public social protection expendure and household consumption, 1992013

Panel AEEmerging G20 countries
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At the same time, expenditure on active labour market progr&hMes) failed to keep pace
with the rise imnemployment in many countries following the start of thedeepge thie

potential benefii® promoting a quick +iategration of job seekers into employment

(Figurel2). For both the EU and the OECD area as a whole, real expenditure on ALMPs per
unemployed person fell by 20% and 18%, respectively, over the perifil 2007

Figure 12 ALMP expenditure and income support expenditure
Percentage change in real spending on income support and ALMPs per unemployiEd person, 2007

% EIncome support OALMPs
10

5 |
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.15
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Notes:OECD is the weighted average of 32 OECD countries (excluding Iceland and Turkey).
Source: OECD estimates based on the OECD Labour Market Programmes and OET&S8hadbour Market Statistics
Database.

4. Achieving strong, sustainable, and jolsich growth
Supporting aggregate demand

The G20 has repeatedigcussethe current deficit of aggregate demand at the global level
which many economists consial@najor factoin explaininghe weak and unevegcoveryand
slowoverall growth. Theubstantigbbsgap angersistent weaknesgob qualitywagesnd
incomesare among the factors contributinghe shortfallof aggregate demand thair
negativémpact on aggregate consumptiomestmenard government revenue and
expenditure

Consumption

Domestic consumption accounts for the largest share of total demand in most economies, rising
to two-thirds or more in large advanced econorMesiyanalysts point to the deficit in

consumer demand @20economies as one of the main fadtehind the current shortfall in

global demandConstrained consumer demand in large advanced economies has in turn reduced
demand for imports, thereby transmitting slower growth to -@xported emerging economies

and onward to exporters of raw materials and energy.

While thefinanciakrisisand veak recovery habeenalargefactor inthe slump in consumer
demand in many countries, a lergn decline in the labour share has also served tinpitit a
on consumptionas labour earnings &rpicallythemain sourcef income fomost
household$ Thecumulative, lortermdecline idabour share has been substantial and

4 Labour share is the ratio of labour compensation to total domestic output. It includes wages, salaries and benefits
and thereby reflects both the level of employment (gYamil the wages and benefits paid (price).
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widespread (Figui8) and has been widely seenstsugtural problem. For example, the

OECD warned that othe shift of incoane away f
wage workers) towards capital (and top earners) might also have a negative impact on aggregate
demand, to the extent that workers with belegrage pay tend to have a higher consumption
propensity . . . which might result in a particularly adversé effen t he sp&ed of r
Governor of the Bank of England recently not
will develop unless the income ®dlDalsohose who
pointed out thestrongnegativespillover effects othesesimultaneous declsia the labour

shareon the global aggregate denfand.

Figure 13: Change in the adjusted labour share

Panel A Advanced economies 19¥2013

%
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Panel B.Emerging market and developing economies-P84%

*Prior to 1991, the adjusted labour income share for Germany refers to West Germany.

Notes: Figures refer to the change in the labour share betwe2@1®f0 advanced economies and-2092 for emerging
market and developing economigsceptions include: Republic of Korea: 183113, South Africa: 192611, Brazil and

India: 1992009, Saudi Arabia: 19884 and China: 199609. Data refer to the adjusted labour income share, except for the
Russian Federation, Saudi Arabia, Soutta/ind China where the unadjusted labour income share Bataddr Argentina

and Indonesia are not available. *Prior to 1991, the adjusted labour income share for Germany refers to West Germany.
Source: AMECO Database and ILO Databases

® Employment Outid&CD 2012, Chapter 3

6 Mark Carney, Governor of the Bank of England, 9 December 2013. Available at:
www.bankofengland.co.uk/publications/Pages/speeches/default.aspx

7 Global Wage Report 2012/2013: Wages and equita®l@i@Migrid of Work Report: Developing Wit® Jobs,
2014 Chapter 8.
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Investnten

Investment, another key source of aggregate demand, has been-baksvtpFads at the

global levelnd particularlyoin advanced economies, wittiportantnegativeonsequences

for job creation Low rates of investment persissgite historidig low interest rates and the

recovery of profitability in many countries and economic seksarstedin G20 Framework

Working Group (FWG) discussions, consumption generally leads inveBtment.o acc el er at
effecto, which describes the multiplier | mpa
to demand for their products, can lead to a virtuous circle of demand andkpotita.G20

to effectively address deficits in investnmtemi)st also address the underlgieficit in
consumedemandind its sources in unemployment, underemployment, stagnant wages and
declining labour share

Governmeevenue ampeénding

The G20 adopted a course of strong, coordinated fiscal stimulus in response to the crisis in
2009, which helped to contain the damaging effects of the financial crisis on economic activity
and to provide support to the most vulnerable grddpaever begimng in 2010, many
governments, some facing large fiscal imbalances, reversed course and adopted fiscal
consolidation measureBhere are considerable differences in fiscal positions across the G20
countries and the challenge for eathfind the apprpriate balance between achieving or
maintaining a sound fiscal position and sustainable delwkaegisingavailabldiscal space

to support economic recovery and job creétifime timing, scale and pace of any needed
consolidation can be debatetlibis also important to acknowledge that persistent
unemployment and underemploynentidf ur t her s q uevenzegndticereforat r i es &
decreastscal space in the risk of a downward spiral in income and sp&hding.a
particuladangein cauntries where tax structures have become more regressive in regent times
with government revenue depending evare heavily on working househdidsome and
consumption taxes

The potential impact on employment of a reduction in government spendiiffgrcan
considerably depending on the type and compositioaspfendingut The impact is
particularly large and immediate in the case aff quiblic sector employment amagesnd
reductions of investment in sectors with large employméiiglies such as infrastructure,
educatiorandhealth facilities and servicBtans for fiscal consolidation in these aread to
takeinto account the potential shartd mediurterm impact on job creatias well athe
negative longer term congenqces on the accumulation of phyamadlhumarapital and
future productivity growth.

8 Coping with Crises: Policies to Protect Emgl@angngBaci, P., A. Revenga and B. Rijkéfsrid Bank
Research Observer 27 1:-18&. (2012).
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Reducing unemployment, underemployment and informal employment

Long spells of unemployment and uretaployment can lead to skeéltssionill health and a

loss ofmotivation taseekwork, thus permanently damaging the future job prospects and

productivity of the individuals conceraadpotentidly underminingroductivity and
economicgrowthThi s f orm of | abour mar ket oathhcarring
starting out in the labour market and they, along wiskided workers more generally, were

hit hardest by the crisisnmanyG20 countries.

As stressed by the G20 Ministers of Labour and Employment in 2013, it is essential that
adequate resouscare devoted to cesffective ALMPs that can both help and encourage the
unemployed to find work and to strengthen their skills through tragneguired. In
particular, for the unemployed with low skills medeth and individualised supportiddo

be provided.

In emerging G20 economies innovative public employment programmes have a role to play in
avoiding prolonged periods of joblessndésgell designetheycan bring wider benefits for
disadvantaged communitogsbuilding locahfrastructure and demand and contributing teo self
sustaining growth. They typically benefit the wdstrable groups in the labour maaket

thus help to address inequality as well

As noted in the previous section, income support to the unemployedaranportant

automatic stabilizer, especially dwidgegrisis. Apart fromthisrole, weldesigned systems

of income support can also help ensure that the unemployed are able to engage in more optimal
job search and ensure a better match bettwaeskills and those required in the job and thus
achieve more sustainable and productive jobs for them and higher growth for their countries.
There is evidence that in some emerging economies job matching has improved when the social
protection systefmas been expanded.

In order to maximise the prospects for future growth it is important to balance adequate income
support with work incentives, activation policiecampblementary labour market programmes
such as training and jebarch assistance

In emerging economies, a broad strategy of labour market and other measures is also required to
tackle the high incidence of informal work. Innovative policies to tackle informal work have
been developed by Argentina, Brazil and Turkey and are pifecingeeThe examples of

countries which haveade sustained progressoringinformality show the need for
coordinategboliciesacross a range of issues. Theydras@uragkemploymententred

growth intheformal economy together with adequatelasgy framewor&ndreinforced

compliance measutesaddress evasion of taxes and social protection systems. They have also
extendedaocial protectioto informal workeranddevelopedailormade responses to specific
sectoral or target group neetlbe successfudountryexperienceshow that policies to

encourage the transition to formality can be implemented gradually and can achieve mutually
reinforcing effectsuch as poverty reductiand formalizatianWhat is needed is a

comprehensive and égrated approach across a range of policy areas, and policy coherence
among these measures.

9, Employment Outlook 20ELCD Chapter 2 Labor regulations in developing countries: a review of the evidence and direc
for f ut BoerieT., Helmpie, 8.r &Mads, M., Wa&hk SP Working Paper No. 083K)8
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Increasing labour market participation

Increased labour force participation is another significastetondeterminant of growth, since
increased supply afyafactor of production raises potential outpiit.the same time, it is
essential to distinguish between labour force participation and employment parfidigation.
former indicates the share of the population actively seeking work, while the last¢éheeflect
share that has actually found wdskth participation rates and employment rates vary widely
across G20 countries, wiingeage and gendédifferencesisshown in Figuré4.

Figure 14 Wide variation across G20 countries in employment by gender and age

Employment rate by gender and age groups, as a percentage of the population of the indicated group, 2012

B Total OYouth A Prime-age men # Prime-age women B Older workers
(aged 15-64) (aged 15-24) (aged 25-54) (aged 25-54) (aged 55-64)
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Notes: Countries are shown by ascending order of the total employmemataeol 2010 for China; and 20011/12 for India.
2. Older workers refer to person aged 55 and over and total to persons aged 15 and over. 3. For Argentina covars selected urb
areas only.

Sources: OECD calculations based on the OECD Labour ForceSasistbases, ILO, Shderm Indicators of the Labour
Markets and Census data (based on 10% sample of households).for China

Depending on the point in the business cycle or the stage of economic development, appropriate
policiedo promotelabour force péicipation will varyln the current context of low aggregate
demand and slow job creationomost G20 countriesupplyside interventions to increase
participatiormay nolyield the desired positive impact on growth unless they are accompanied
by succssful interventions to increase labour dem@titerwise the increased supply of labour
mayresult in frustration fgobseekerandcouldexert downward pressure on wageésere
unemployment benefisd other support measuessst,increased labour supply without

increased employment could glscean increasdourden oralreadyonstrainegublic

budgets.In manyeconomies, increases in labour force participation may result in an increase in
already large pod¢kefunderemploynm, informalemploymenandworking poverty An

increased supply of labour can exacerbate these vulnerable forms of employment if policies to
stimulate absorption of labour and derrgdd policies to encourage faster job creation are not
implemented irendem with measures teatouragparticipation.
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Participation policies must also be informed by demographic fé¢tense the population is

aging the labour force will shrink over time as smaller cohorts enter and larger cohdmts retire.
this conéxt policies to encourage female participation agnctmuragelder workerso stay
activearekeyto at least partialbompensate for the shrinking workamgg population and its
potentiahegative impact on growfbtatistical Annex, Figures 3A and $)he same time,
howeverattention must be paid to the quality of jobs created

In relatively youthful countries tmainchallenge is to create sufficient employment
opportunities to take advantage ofatetnuingsurgan the workingage population.

Almost all of the G20 countries are currently expanding or strengthening@eliearage
greater labour market participatiggpically by improving incentives for workers and enterprises
simultaneouslyhile being mindful of countspecificitie® These range fropromoting

gender and age equatibycombating discrimation and improving the availability and
affordability othild and elder cafacilitiego increase participation by women, oldekersr

or excluded groups

Investing in workers: skilk and training

Despite progress in many G20 countries in access to education and gdadigtioh

outcomes, skills shortages and mismatehesn widesprea@asic education, training and
lifelong learning foster a virtuous circle of higher productivity, more and better employment,
growth and developmehntProductivity gains increase real income in the economy, which can
be distributed through higher wag&dow-wage, lovskill development strategy is incompatible
with rapid and sustainable growth and development.

Skills upgrading will be an-going necessity for all economies as titaskill requirements

are accelerated by changing patterns of productide, international competition and
technological innovatiomhese changes can be beneficial but require policies and institutions to
help individuals and enterprises adapt and to help offset the risks and costs, particutarly for low
income and vulnable workersAvailability of quality, relevant trainiagin-demandskills and
occupations is a key factor, along with accemsthtenelyabour market information.

Partnerships between education and training providers and firms, trade uniahsauety

including apprenticeship scherhasge provemseful in ensuring that training matches the

needs of firm& Multi-pronged schemes of timig and job placement such as the Youth
Guarantee in the European Union can help prevent young peoptietaching from the

labour marke

10A list of such policiesiiscluded in the ILO report to the G20 Framework Working Group erititfed o st i n g
Employment, Participation, and Skill Development in G2dd@essimigghallenges for Strong, Sustainable, Balanced and
I ncl us idarmiary@0khaintte @ECD background report for the G20 Task force on Employament

Activation Strategies for Stronger and More Inclusive Labour MarketKieyG2f)iGoGheiesiges and Goad Practices
2013

11 Training strategy for strong, sustainable and hdlaDcatlg@®EED, presented at the Toronto G20 Summit in

2010See also the OECD Skills Strategy, 2012, Paris.

12 Segthe OECDILO background repbfor the G20Promoting better labour market outcom@@¥dr youth
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Reducing inequalityas a pregrowth strategy

Most G20 countries have experienced increased inequality in recent years asaat@sult of
which may includechnological change, globalizativm expanded shaskthe financial sector
in some economies aleds progressive tax arahsfer policies in some counttiel.is also
important to note that the widening inequality has been associated with the widespread
phenomenon of declining labour share as distirsSection 2.

Extensive @¥dence shows thhigh levels of incomeequalityend toreinforcethemselves,
reducing social mobility and thus affecting-temg growth potentialn addition to the
negative consumption and fiscal effects of stagmatmmes and inequalityif researciinds

thatower net inequality is robustly correl at e
the total effects of redistributipolicies to address inequalita r e on -gvewlhhé pro
OECDsimilarlyest mat ed t hat o0On average, an increase

lowers yearly GDP per capita growth by around 0.2 percentagé$uittise more research is
needed t@stablish causality and the channels thmhighinequalityaffectsgrowth,the

strong positive association suggests that inequality cannot be ignored by the G20 if stronger,
sustainable and balanced growth is the objective.

Reducingnequality requires both improving the distribution of income and creating more and
bette jobs!’ While increased productivity from new technologies, better work organisation,
capital deepening and skills upgrading is desirable for improving living steloaerdsharing

of the gaingrom productivity growth across the populatfoessetial for reducing inequality
Disparities in income wilbt be reduced if the benefits of economic greettinue taaccrue
mainly to holders of capital and those atiajhend of thencome distribution.

Creating quality jobsaksoimportant in rducingpoverty World Bank research concluthes

0 mor e a-paglingliobstwere the key factors behind poverty reduction over the past
d e ¢ @®dTen.e6 B a nWadild Deveddm@nt Regoes that jobs are the key drivers of
development becausethmmprove living standards, raise productivity and foster social
cohesiorf?

An analysis by the ILO of recent episodes of social unrest indicates that weak economic growth
and a rising unemployment rateadsethe most important determinantstud risk ofunrest?

Civil unrest, in turn, can further disrupt employment and growth, as has been observed recently
in a number of countries.

*Divided We Stand: Why Inequality KegpERI3iag11.
“Wworld of Work Report: Developing Wit Rilis}, Chapter 8.
15 Redistribution, inequality, and @stngth J.D,Berg, A, & Tsangarides, C.G. IMF Staff Discussion Note,
SDN/14/02, 2014
16 Recent work on income inequality: Macroeconomic implications and pdliEyaret @EGENAGfidnBaper
presented in the G20 Sherpa Meeting42Bine, Melbourne.
17GlobaWage Report 20145 forthcoming.
18|s Labor Income Responsible for Poverty Reduction? A Decomfppsiteno Afpijoatiauste., Olivieri, S.,
Saavedral.& Winkler H.,World BankPolicy Research Working Pap£t4 2013
WorldDevelopment Report 2018Vddbd<Bank2013
20World of Work Repir® 2013 The data comes from a large scale Gallup global survey which asked questions
about confidence in government, living standards, local job market, freedom andraecess to
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Finding the right policies

There is no magar universalormula for creating productjwgualityjobs Effective policies

arehighly dependent on the specific needs and priorities aoeattyas well as their

institutional and fiscal capacitihe details of policy design, implementation and evaluatyon

alsomake the difference between success and.faiterventions should be designed to

facilitatenvor ker sd adapt at i otnansfarmaiionédut thay needtecbes t r uct u
supported by complementary policiesadtiaid shifting excessive risks or costs to workers and
households in order to avontieased inequality ahektructiorof human capital

Thus comprehensive policy packages are more effective than piecemeal interventions because
constraints to job creation cut across different areas and need to be addressed in a mutually
reinforcing mannerSuccessful interventions must be feasible inrgaincumstances and

fiscal space and need taabgned with country prioritiaad social expectationghey also

need to have the capacity to quiskft up and dowin response to demaaddit is essential

to get incentives righnd to address andt aggravatearket imperfectiorss.

5. A welcome development: G20 Employment Plans

Given the need for comprehensanel coherentolicies to tackle the jobs crisis, G20 economies

were requested to develmployment Plans (ERs)provideaover vi ew of each e
keychallenges and current policies to promote more and bettéFh@bsection provides a

brief summary of these plans.

Challengesidentified

Thechallenges identifiedflect the differingealitea c r o s s t h eme@®Retstiips di ver s
Emerging economi&Psoftenaimto accelerate progress in formalizing employment and

reducing underemployment and poveiiyvanced economigend to focus moren tackling
unemployment angtomotingparticipation.However a number of commohallenges emerge,

including promoting greater labour force participaiwshimproved quality of employment,

especially for womemd vulnerable groyggomoting better youth outcomes; addressing skills

gaps and mismatch; teg longterm unemployment; boosting job creastrengthening
activelabourmarketpolicies (ALMPs) angbcial protection systems; and addressing inequality,

low wages and working poverynnex2 provides a summary of the challenges identified by

each countrywhichcorrespond with thieroadchallenges identified in Section 2 above.

Policy measures

The EPs shatinformation about new policy measures and initiatives that are being taken in
response to the labour market challengasy of the policy measures set out in the EPs
involve programmes targeted at youth and women as well as skills development (through
vocational education and training and apprenticeshifes).also reflect countspecific
challenges with measures targeted at people with disab#ikyl]éavwvorkers, displaced
workers and older worker®ther policy areas that are frequently éefiirther action

21Coping with Crises: Policies to Protect Employmenfani Pardingevenga and B. Rijkgosld Bank Research
Observer 1: 10441, 2012
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include: strengthening the social safety net and active labour oiarégepy. changes to
public employment services, direct job creation, employer or employee subsidies or
entrepreneurship support programmag)imum wages, catae bargaining, social dialogue
and rights; and workplace safety. A@mwvides a summary of the policy measures
mentioned in the ERBat have been announced or implemented recently

6. Conclusion

Seven yeasgdterthe onset of the global finan@at economic crisis, the economic recovery

may be strengthenibgt remains weak and fragiléne employment challengesossnost

G20 countrieare still very sizeable both in terms of a persistently large jobs gap and low quality
of many availabjebs. The current growth trajectory, if unchanged, will not create enough

quality job8 giving rising to the risk that the jobs galpremain substantjainderemployment

and informal employment will rise, aildggish growth in wages and incowiéicontinue to
placedownward pressure on consumptiwmmg standardsnd global aggregate demand

Underlining these challenges is the fact that income inequality continues to widen across the G20
countries.

The G20 commitment to boost GDP by more tharb2%018 over and above the baseline
projections is certainly a welcome step, although it will be importantedteatshis
additional growth is jetich and inclusive

Policy interventions that address both the demand and supply sides of thealkietanem
essentiab reverse the current sedinforcing cycle adfow growth lowjob creation antbw
investment In this context(20 countries have pioneered a number of innovative palcies,
illustrated in their nationamploymen®lans. It is important that these plans are fully
incorporated intthe comprehensive G20 growth strateggesnportant contributions to
stronger growth and rebalanciBy. supporting consumption demgoetter wagesnd
earningsind social protection cerdlea provideincentives for investment in productive
capacity and accelerator effects on capital spenditigus further job creatioRolicies of this
naturealso contribute to household resilience and protection against the shocks that are likely to
continue throughutthe current conjuncture as monetary stimulus is gradually withdrawn.
Indeed, these sources of demand will become even more important as monetary policy
normalization subtracts monetary stimulus at the globalTlesglalso help counter
disinflationary risks which are a current or rising threat in some advanced economies.

Importantly, these policies have significant positive spillover effects for other countries by
increasing global aggregate demand, limiting the impact of negatidesdecksmnd
discouraging recourse to beghgneighbour policies with negative spillover effects.
International organizations have collectedistiled evidence on the effectiveness of these
policies in creating mutuallyergforcing patterns of emomic and employment growth and
made those findings available through G20 documents and other publications.

In conclusion, the current sitwaticalls for strong and wdésigned employment, labour and

social protection policiesaddress both cyclicabastructural challengegplied in

conjunction with supportive macroeconomic policy miXes effectiveness of such policies

would greatly increase if actions are tatdéattively ahe G20 level in a coordinated manner.
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Annex 1- Statistical Annex

. Labour market developments
Figure 1A:Labour market outcomes since the onset of the crisis

Persons aged 15 years old and @067 ('fzhnd Iatestvallfeseasonally adjusted Yata

mQ4 2007 0Q1 2014
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* Selected urban arez
Countries are shown by ascending order of the employment rate in Panels A and C, and by asceedipipgrdenpfatesin Panels B and D.

1. 1564 for South Africa;725for the Russian Federation and 16 and over for China (data by gender) and the United States.

2.2007 (2005 by gender) for Chindd@6f7ndia; Q3 2007 for Indonesia; and @i 300& Africa.

3. 2012 (2010 by gender) for China; 2011/12 for India; Q4 2013 for Argentina and Brazil (data by genderjpdmdr@2i20 UhfedC2tates.
4. Not seasonally adjusted data for Argentina, Brazil (data by gendeng Rdssiasi&ederation and Saudi Arabia.

5. Righside scale.

SourcellLO Shoiferm Indicators Database, OECD Main Economic IndicatoenDataiasa labour force surveys.
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Figure 2A Sectoral employment variation, 200822

Annual average percentage change

% EManufacturing OConstruction OMarket services HEPublic services @ Total

(-14.1%)

Spain  United ltaly European Japan France United Canada Germany Korea, Australia
States Union Kingdom Republic of

% EManufacturing OConstruction OMarket services HPublic services @ Total
10

Russian  South Africa Argentina*  Mexico Indonesia  Brazil* Turkey  Saudi Arabia
Federation

Note: Countriase shown by ascending order of the annual average change in total employ
* Urban areas only.
1. 20081 for Argentina, Canada, China, the Russian Federation and the United States.

2. Market services corresponds to the following ISIC industries: Wholesale and retail trades; hotels andrtre
storage and communication s; Financial intermediation; and Real estate and business activities. Public sehéc
following ISIC industries: Public administration and defence, compulsory social security; Education; He@lthea
community, social and personal service activities; and Private households with employed persons.

SourceOECD Annual fidsal Accounts Databdis®, Statistics, Shberm Indicators Database and national annual
accounts.
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Figure 3A Labour force participation rates by socie@demographic characteristics in G20 countries

B Prime-age men  <¢Youth (2) © Prime-age women & Older persons (2)
(aged 25-54) (aged 15/16-24) (aged 25-54) (aged 55-64)

A. Labour force participation rates in 2013
Percentage of the population of the indicated group
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B. Change in labour force participation rates, 2607-13
Annual averagerpentage-points change

Countries are ordered by ascending theégurafi@ge male labour force participation rates in 2012 (Panel A).

* Selected urban areas.
1. 2010 for China; 2Q2for India; 2012 for Brazil; and Q3 2013 for Indonesia.

2. Youth refers to persons agéd id China, Spain and the UBiiels; Older persons refers to persons aged 55 an
India.

3. 2008.0 for China; 2007218 112 for India; 2002 for Brazil; 2008 for Argentina and South Africa, and 220173
for Indonesia.

Source: OECD Labour Force St@@taisasand national labour force surveys.
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/. Youth employment conditions

Figure 4A Youthlunemployment since the onset of the crisis

Percentage of youth (aged 15/16-24) labour force’-Q2 200%
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Countries shown by ascending order of the youth unemployment rates in Q1 2014.

* Selected urban areas.

1.Persons aged-28 for China and the United States.

2. 2005 for China; 2007/08 for India and Q1 2008 for South Africa..

3. 2011/12 fardia; 2010 for China; Q4 2013 for Argentina; and Q1 2014 for Brazil, Indonesia, Italy, the Rt
SaudArabia, South Africa, Turkey and the United Kingdom.

Note:Harmonised quarterly unemployment rates (seasonally adjusted) for all OECDbasedtuesniHSyme
rates seasonally adjusted for Brazil and South Africa and not seasonallArgéjusted fimdonesia, the Rus
Federation and Saudi Arabia; Annual unemployment rates for China and India.

SourceOECD calculations base@B6D Shefterm Labour Market Statistics Datllfa&horterm Indicators of th
Labour Market; Census diat China and National Sample Survey for India.
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Figure 5A Incidence of longterm unemployment among youth
Percentage of youth (aged 15?).Gfm¢nployed, 2007-13
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NoteCountries shown in ascending order of the youth unemployment rates in 2013.
* Selected urban areas.

1. Unemployed persons sinaadr#hs or more.

2. Persons aged-28 for the United States.

3. 200812 for Argentina and South Africa.

SourceOECD calculations base@B8D Labour Force Statistics Datattheational labour force surve
for Argentina and Brazil.

Figure 6A Youthtemployment since the onset of the crisis
Percentage of population aged 15/16-24, @(leaoleseasonally adjusted Hata
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NoteCountries shown in ascending order of the youth employment rates in Q1 2014.
* Selected urban areas.
1. Persons aged24 for China and the United States.
2. 2005 for China; 2007/08 for Indi@p®@3or Indonesia; and Q1 2008 for South Africa.

3. 2011/12 for india; 2010 for China, 2013 for the Russian Federation and Saudi Arabia (Annual averages)a(ehadaQ:
2014 for Canada and the United States.
4. Not seasonadifjustedata for Argentina amdbhesia.

SourceOECD calculations base@B8D Shefierm Labour Market Statistics Dathtfas8hoterm Indicators of the labour Mar
National Sample Survey for India; and census data for China.
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Figure 7A Youth neither in employment nor in education or training (NEET)

Percentage of population aged 15/16-24, latest avaifable value
%
40
35

©)

B Unemployed O Inactive ONEET rate in Q4 2007 (2)

Countries are shown by ascending order of the NEE'

* Selected urban areas.
Q4 2013 for almost countries excepted 2010 for China; 2009/10 for India; Oci

1.

Australia; Q3 2013 for Saudi Arabia.
2. 2005 for China; October 2007 for Australia; Q3 2007 for Saudi Arabia; and Q4 200¢
3. NEET rate may include some unemployed people who are in education.

SourceOECD estimates based on ndtaboal force surveys.
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/ll. Gender gap

Figure 8A Gender gapin G20countries

* Selected urban arez

Countries are shown by ascending order of the employment rate in Panels A and C, and by asceedipipgrdenbfatesin Panels B and D.
1. 2010 for China; 2Q2Xfor India; 2012 for Brazil; and Q3 2013 for Indonesia.

2. Incidence of pame employment refers to the proportion of employed persons viinoewbdspdmn atBlahour cubff in the main job.

3. 2010 for France; 2011 for topdan Union, Indonesia and the Russian Federation; andX€4.3 for Me

SourceOECD Labour Force Statistics Database; OECD Earnings Distributiod Dataipaséabour force surveys.
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