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Preface

The primary goal of the International Labour Organ-
ization (ILO) is to contribute, with member States, to
achieve full and productive employment and decent
work for all, including for women and young people, a
goal embedded in the ILO 2008 Declaration on Social
Justice for a Fair Globalization,' and which has now
been widely adopted by the international community.

In order to support member States and the social
partners to reach the goal, the ILO pursues a Decent
Work Agenda (DWA) which comprises four inter-
related areas: respect for fundamental workers’ rights
and international labour standards, employment
promotion, social protection and social dialogue.
Explanations of this integrated approach and related
challenges are contained in a number of key documents
and tools which elaborate the concept of decent work
and its mainstreaming,” as well as in the Employment
Policy Convention, 1964 (No. 122), and in the Global
Employment Agenda (GEA).

The Global Employment Agenda adoption in
2003 constitutes the basic policy framework through
which the ILO pursues the objective of placing employ-
ment at the centre of economic and social policies.’
As the lead United Nations (UN) agency promoting
productive employment and decent work, the ILO has
an important responsibility for ensuring that the new
Millennium Development Goals (MDGs) employ-
ment indicators are well understood and utilised by
countries. This Guide contributes to delivering on this
responsibility.

This Guide to the New Millennium Development
Goals Employment Indicators has been produced as
a tool for country level use. It provides definitions,
concepts and formulas for each of the new employ-
ment indicators, and is part of ILO’s wider support to
strengthening national level labour market information
and analysis to inform policy making. Your views on its
usefulness and applicability are most welcomed.

JosE MANUEL SALAZAR-XIRINACHS
Executive Director

Employment Sector

ILO Geneva

Notes
1. See htep://www.ilo.org/public/english/bureau/dgo/

download/dg_announce_en.pdf

2. See the successive Reports of the Director-General to

the International Labour Conference: Decent work (1999);
Reducing the decent work deficit: A global challenge (2001);
Working out of poverty (2003). See also the Toolkit for
Mainstreaming Employment and Decent Work, Country Level
Application, United Nations System Chief Executives Board for
Coordination, ILO, 2008 http://www.ilo.org/public/english/
bureau/pardev/download/toolkit_country_en.pdf

3. See http://www.ilo.org/gea. And in particular: Implementing
the Global Employment Agenda: Employment strategies in support
of decent work, “Vision” document, ILO, 2006.
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Part A 1. Background

In 2000, the largest-ever gathering of world leaders
ushered in the new millennium by adopting the
Millennium Declaration, endorsed by 189 countries. It
was then translated into a roadmap setting out goals to
be reached by 2015.

The eight Millennium Development Goals, see
box below, build on agreements made by all countries
at the United Nations in the 1990s to reduce poverty
and hunger, and to tackle ill-health, gender inequality,
lack of education, lack of access to clean water and en-
vironmental degradation.

The MDGs are a compact, which recognizes the
efforts that must be undertaken by developing coun-
tries, the contribution that developed countries can
make as well as the importance of all countries working
in partnership for the betterment of all, in particular
the most vulnerable.

In February 2007, the Secretary-General of the
United Nations began a two-year devoted effort in the
Commission for Social Development to actions which
“promote full employment and decent work for all.”*
Resolutions adopted guided the work of the Inter-
Agency and Expert Group (IAEG) in their efforts to

Millennium Development Goals

. Eradicate extreme poverty and hunger
2. Achieve universal primary education
. Promote gender equality
and empower women
. Reduce child mortality
. Improve maternal health

. Combat HIV/AIDS, malaria
and other diseases

. Ensure environmental sustainability

. Develop a global partnership for
development

expand the MDGs to include a new target for employ-
ment and four new employment indicators. The indi-
cators (detailed in this Guide) call on all countries to
report progress and provide disaggregate data by sex
and urban/rural as far as possible.

The aim of this Guide is to inform national and
international stakeholders on the definitions, con-
cepts, calculations and data sources for each of the new
employment indicators introduced in 2008 under the
MDG:s (see next page). It also reinforces the existing
indicator on gender equality in the labour market
under Goal 3. The purpose is to assist countries to
monitor and report effectively on their employment
situation. It should be recognized that the four new
employment indicators are an important contribu-
tion to monitoring the Decent Work Agenda, as rec-
ommended by the 2008 ILO Declaration on Social
Justice for a Fair Globalization.” They should be seen
in the context of the fuller set of proposed Decent
Work Indicators (DWs) that cover the four stra-
tegic objectives of the Decent Work Agenda namely
employment; social protection; social dialogue and
tripartism; and fundamental principles and rights at
work (see Part B.3).

This Guide is a supplement to the 2003 Indicators
for Monitoring the Millennium Development Goals: def-
initions, rationale, concepts and sources. The basic infor-
mation needed to monitor progress on cach indicator is
explained. For the complete MDG database please refer
to http://mdgs.un.org.

Notes
1. See www.un.org/esa/socdev

2. See paragraph ILB.ii of the 2008 ILO Declaration on Social
Justice for a Fair Globalization, http://www.ilo.org/public/
english/bureau/dgo/download/dg_announce_en.pdf
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Part A 2. MDG 1B target
and Indicators

Recognizing that decent and productive work for all
is central to addressing poverty and hunger, MDG 1
includes a new target and indicators (agreed upon in

2008):

New MDG Target (1B) -
Achieve full and productive employment
and decent work for all, including women
and young people

This target contains four indicators specifically and dir-
ectly relating to employment issues. This Guide focuses
on these four new employment indicators:

New Employment Indicators:

* Growth rate of labour productivity
(GDP per person employed)

¢ Employment-to-population ratio

¢ Proportion of employed people living below
the poverty line

* Proportion of own-account and contributing
family workers in total employment
(vulnerable employment rate)

These employment indicators are designed to:

Provide relevant and robust measures of progress
towards the new target of the Millennium
Development Goals

Be clear and straightforward to interpret and
provide a basis for international comparison

Be relevant and link to national-level country
monitoring systems

Be based on ILO international standards,
recommendations and best practice in labour
statistics, information and analysis

Be constructed from well-established data sources
which enable consistent measurement over time



Part A 3. Strengthening
monitoring of
labour markets

The need to monitor employment trends internation-
ally and at country level is not new, but it is more urgent
than ever given the impact of economic crises that
began in late 2008. The slowdown in economic growth
in both developed and developing countries is cutting
into government revenues and their abilities to invest
in infrastructure, health and education. As economies
slow, job losses and vulnerable employment increases
and productivity declines. ILO’s projections show dra-
matic increases in unemployment, working poverty and
vulnerable employment.'

There is an urgent need, therefore, to have accurate
and detailed data and information regularly produced
on employment, especially among the poorest segments
of the population. Reliable statistics, information and
analyses are required in order to develop and mon-
itor policies. This not only concerns strong national

statistical offices, but also requires collaboration
between statistical agencies, ministries of governments
and social partners.

The economic crisis is just one of the reasons for
strengthening labour market information. There is
need in most countries to strengthen employment in-
formation which can inform national development
plans and priorities. By establishing a set of indica-
tors on the labour market and monitoring them regu-
larly, evidence-based policy decision making can be
strengthened.

Note

1. Global Employment Trends (Geneva, ILO, January 2009,
www.ilo.org/trends)

13
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Part A 4. Background to
the Information sheets

The information sheets in Part B.1 (see next pages)
provide practical guidance on data collection and ana-
lysis of each of the four employment indicators under
MDG 1. In addition, an information sheet is included
on the employment indicator under MDG 3 (Gender
Equality). For each indicator, the following informa-
tion is included:

¢ The link between the indicator and the MDG goal
and target

* Description and method of computation
¢ Definitions

¢ Sources and data collection

¢ Rationale for use of the indicator

¢ Comments and limitations

e Links to global and regional monitoring

A practical example of the type of national ana-
lysis that can be produced based on the four MDG 1B
indicators is provided in Part B.2.

The MDG employment indicators should be un-
derstood as a sub-set of the fuller set of Decent Work
Indicators proposed by the ILO, given in Part B.3. The
full set of indicators is useful for countries which are
considering establishing a Labour Market Information
and Analysis System (LMIAS).

Finally, Part B.4 includes contacts which may be
useful for additional information.
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Part B 1.Information sheets for
employment indicators

Indicator 1.4 Growth rate of labour productivity
(GDP per person employed)

Goal and target addressed

Indicator: description and
method of computation

MDG Goal 1: Eradicate extreme poverty & hunger
MDG Target 1B: Achieve full and productive employment and decent

work for all, including women and young people

The labour productivity growth rate is measured as the annual change in
Gross Domestic Product (GDP) per person employed.
Labour productivity = GDP (measured at constant market prices in
national currency) + total employment

Labour productivity _ labour productivity,., y — labour productivity,.,,—,

X 100

growth rate labour productivity,.,, -,

Labour productivity represents the amount of output achieved per unit of
labour input. For this purpose, output is measured as the national gross
domestic product or GDP, a measure found in the national accounts of a
country which represents the total value of national production minus
the value of intermediate inputs such as raw materials, semi-finished
products, services purchased and energy inputs. GDP for the aggregate
economy is usually expressed at market prices, which reflect the market
value of the output produced.

Labour input is measured as the number of persons employed, or
total employment. Employment refers to people above a certain age who
worked or held a job during a specified reference period (as defined in
the Resolution concerning statistics of the economically active popu-
lation, employment, unemployment and underemployment, adopted
by the 13th International Conference of Labour Statisticians (ICLS),
October 1982). Included are: persons who worked for pay or profit (or
pay in kind), persons who were temporarily absent from a job for such
reasons as illness, maternity or parental leave, holiday, training or indus-
trial dispute, and unpaid family workers who work for at least one hour.
The measure is intended to capture both persons working in the formal
and informal sectors.



Sources and data collection

PART B 1.INFORMATION SHEETS FOR EMPLOYMENT INDICATORS

Output measures are obtained from national accounts and represent,
as much as possible, GDP at market prices for the aggregate cconomy.
Guidelines for measurement of GDP are outlined in the United Nations
System of National Accounts (UNSNA), 1993. See website: htep://
unstats.un.org/unsd/nationalaccount/default.hem.

Employment data could be obtained from population censuses,
labour force or other houschold surveys, establishment surveys, admin-
istrative records and official estimates based on results from several of
these sources. Labour force surveys can be designed to cover virtually the
entire population of a country, all branches of economic activity, all sec-
tors of the economy, and all categories of workers, including own-account
workers, unpaid family workers and persons engaged in casual work or
marginal economic activity. For this reason, household-based labour
force surveys offer a unique advantage for obtaining information on the
labour market of a country and its structure. [See section in employment-
to-population ratio, indicator 1.5 for more information.]

Disaggregation. For the purpose of this indicator, no disaggregation
(for example, of specific economic sectors) is desired.

Labour productivity can be used to assess the likelihood of the country’s
economic environment to create and sustain decent employment oppor-
tunities with fair equitable remuneration. Growth in labour productivity
can occur in a number of ways. There may be an increased efficiency in the
use of labour, without using any more of the other inputs. Alternatively,
the growth may be due to an increased use of other inputs such as physical
or human capital or intermediate inputs. A third way in which growth in
the total economy can occur is as a result of a shift in the mix of activities
in the economy. For instance, an industry might have shifted from activ-
ities with low levels of productivity to activities with higher levels, even if
none of the activities has become more productive.

There is empirical evidence that the link between productivity
growth and poverty reduction is highest when productivity growth
and employment growth go hand in hand. Consequently, measuring
both growth in employment (see employment-to-population ratio, in-
dicator 1.5) and productivity is needed to assess whether the develop-
ment process is heading in the right direction. In addition, productivity
increases often influence the social and economic environment positively,
in turn leading to poverty reduction through investment, sectoral shifts,
trade, technological progress and increases in social protection.

Increases in productivity do not guarantee improvements in these
areas, but it is certain that without productivity growth, improvements
in conditions of work are less likely to occur. With limited increases in
productivity, an economy generally sees little increase in the wages of
workers and there is no additional potential to create new jobs. It is im-
portant that productivity growth is accompanied by improvements in
the education and training systems so that the future workforce is better

prepared to perform the jobs needed.

17
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Comments and limitations

18

Data for global and

regional monitoring

For developing countries, value added in basic prices, which is a relatively
new concept introduced in the latest revision of the United Nations
System of National Accounts (1993) might not be available. Rather, an
alternative valuation that expresses value added at factor costs may be
used. The factor cost concept represents the overall gross income from
operating activities. These differences in valuation concepts do affect
the consistency of the levels of output in national currency when com-
pared across countries. But the valuation concept has little impact on
comparisons of growth rates of productivity as the percentage differ-
ences between output at various valuation concepts do not change much
over time.

Despite the common principles based on the United Nations System
of National Accounts, there are still significant problems in international
consistency of national accounts estimates, in particular for economies
outside the Organization for Economic Co-operation and Development
(OECD). One example of inconsistency arises from the different degree
of coverage of informal economic activities in developing economies
and of the underground economy in developed economies in national
accounts. Some economies use data from special surveys for “unregis-
tered activities”, or indirect estimates from population censuses or other
sources to estimate these activities, and large differences in coverage
between economies remain. In addition to such inconsistencies there are
significant differences in scope and quality of the primary national sta-
tistics and the staff resources available for the preparation of the relevant
national estimates.

For more information on limitations to comparability, see chapter 7
of ILO, Key Indicators of the Labour Market, 5** Edition (Geneva, 2007);

www.ilo.org/kilm.

Data for global and regional monitoring for this indicator is reported
by the International Labour Organization, Employment Trends Unit,
Geneva, Switzerland.

Rather than collect national estimates on labour productivity, the
ILO utilizes a secondary source for the estimates. The estimates for the
aggregate economy are derived from the Total Economy Database of the
Conference Board (TCB) and the Groningen Growth and Development
Centre (GGDC) at the University of Groningen, the Netherlands. TCB
and GGDC have long-standing expertise in developing and analysing
data on productivity performance. A full documentation of sources
and methods by country and underlying documentation on the use of
Purchasing Power Parity (PPP) can be downloaded from the website
of the Conference Board at: www.conferenceboard.org/economics/
database.cfm.

Sources of discrepancies between reported MDG indicators and na-
tional indicators. TCB and GGDC apply a complex methodology and
a mix of data sources to produce the country-level estimates shown by
the UN within the MDG indicators. To compare labour productivity

levels across economies, it is necessary to convert gross value added to
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US dollars on the basis of adjusted purchasing power parity. A PPP rep-
resents the amount of a country’s currency that is required to purchase
a standard set of goods and services worth one US dollar. The total
economy estimates of gross value added are expressed in terms of 1990
US dollars, as the 1990 PPP made it possible to compare the largest set

of countries.

Indicator 1.5 Employment-to-population ratio

Goal and target addressed

Indicator: description and
method of computation

MDG Goal 1: Eradicate extreme poverty & hunger
MDG Target 1B: Achieve full and productive employment and decent
work for all, including women and young people

The employment-to-population ratio is the proportion of a country’s
working-age population that is employed. The indicator is computed by
dividing the total number of employed person above a certain age (typ-
ically 15 years and over) by the population of the same age group:

Employment-to-population ratio =
(Total employment + working-age population) X 100

The indicator typically falls between 50 and 75 per cent with a higher
share indicating that a greater proportion of the population that could be
working does work. A low ratio indicates that a large share of the popula-
tion is not involved directly in market-related activities. In many coun-
tries, the ratio is lower for females than for males.

Employment refers to people above a certain age who worked or held a
job during a specified reference period (as defined in the Resolution con-
cerning statistics of the economically active population, employment, un-
employment and underemployment, adopted by the 13th International
Conference of Labour Statisticians, October 1982). Included are: persons
who worked for pay or profit (or pay in kind), persons who were tempo-
rarily absent from a job for such reasons as illness, maternity or parental
leave, holiday, training or industrial dispute, and unpaid family workers
who work for at least one hour. The measure is intended to capture both
persons working in the formal and informal sectors.

For most countries, the working-age population is defined as persons
aged 15 years and older, although this may vary slightly from country to
country.

19
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Sources and data collection

Comments and limitations

Data could be obtained from population censuses, labour force or other
houschold surveys, establishment surveys, administrative records and of-
ficial estimates based on results from several of these sources. Both com-
ponents (employment and population) should come from the same source.

Labour force surveys can be designed to cover virtually the entire
population of a country, all branches of economic activity, all sectors
of the economy, and all categories of workers, including own-account
workers, unpaid family workers and persons engaged in casual work or
marginal economic activity. For this reason, household-based labour
force surveys offer a unique advantage for obtaining information on the
labour market of a country and its structure.

Other sources such as population censuses, administrative records,
etc. differ in scope, coverage, units of measurement and methods of data
collections. Labour force and household surveys may have limited geo-
graphical and population coverage. Each source has advantages and limi-
tations in terms of the cost, quality and type of information gained. The
ideal geographic coverage is the entire country (no geographic exclusions)
and entire populations (no exclusion of population groups).

The ILO standard for the lower age limit is 15 years. For many coun-
tries, this age corresponds directly to societal standards for education and
work eligibility. Some countries impose an upper limit for eligibility, such
as 65 or 70 years, although if possible, all upper age groups should be
included.

Disaggregation. Ideally, the data should be disaggregated by sex and age
group. Countries might also want to consider disaggregating according to
urban/rural residence.

The indicator provides information on the ability of an economy to pro-
vide employment. The ratio, both in its level and change over time, can be
viewed in connection with economic growth to determine the extent to
which economic growth is pro-employment growth and, in connection,
pro-poor.

Reviewing the indicator by sex (male v female) and age (youth v
total) also provides a picture of the equality of employment opportuni-
ties across different population groups.

The employment-to-population ratio indicator measures quantity only.
It says nothing to the quality of employment in which people work and
this poses a dilemma in terms of prescribing a positive direction for the
indicator trends over time. An increase in the indicator, meaning a larger
share of the country’s population has gained employment, has positive
implications on poverty reduction only if the jobs gained are well-paid,
productive and secure — in other words, if the jobs gained are decent
jobs. Reviewing this indicator along with other indicators for MDG
target 1B will provide a broader picture of the direction and quality of
employment growth.



Data for global and

regional monitoring

PART B 1.INFORMATION SHEETS FOR EMPLOYMENT INDICATORS

There is no optimal employment-to-population ratio. Developed
economies tend to have lower ratios than developing economies because
their higher productivity and incomes means that fewer workers are re-
quired to meet the needs of the entire population. Very high ratios, on the
other hand, indicate that the majority of poor people are working out of
the necessity to subsist regardless of the quality of work.

The following summarizes some general “rules” relating to the indi-
cator trends:

* Ratios should be lower for youth than for the overall population (15
years and over) as more young people (as a share of their age group)
participate in education in comparison with adults. Unless the young
person is working as a principal activity while studying, they will be
counted as outside of the labour force (meaning they are not counted
among the numerator — youth employed — but remain in the denomi-
nator — youth population).

¢ Ratios for women may be lower than those for men as a result of women
voluntarily staying at home and not participating in labour markets.
However, if the difference is the result of involuntarily low labour force
participation for women, efforts should be made to increase the ratios
for females over time by promoting employment opportunities for
women.

e Employment-to-population ratios should neither be too low nor too
high. Ratios above 80 per cent, for instance, often occur in very poor
countries and usually indicate an abundance of low quality jobs.

e Increases in employment-to-population ratios should be moderate as
sharp increases could be the result of decreases in productivity.

Data for global and regional monitoring for this indicator is reported
by the International Labour Organization, Employment Trends Unit,
Geneva, Switzerland.

The majority of ILO data for the employment-to-population ratio
reflect nationally-reported data collected by the ILO Bureau of Labour
Statistics or other international organizations such as the OECD. The
full dataset of available country-level employment-to-population ratios
are reported in table 2b in the Key Indicators of the Labour Market
(KILM) dataset (www.ilo.org/kilm).

However, because not all countries report data in every year and,
indeed, some countries do not report data for any years at all, the ILO has
developed an econometric model to estimate missing values and generate
global and regional estimates. The Model-based country-level estimates
(reported as KILM table 2a) are those that are passed on the UN for
publishing as indicator 1.5.

Sources of discrepancies between reported MDG indicators and na-
tional indicators. Because the country-level estimates shown by the UN
within the MDG indicators are Model-driven estimates, produced in
order that harmonized data can be provided for every country and every
year, the indicator produced from sources at the national level might be

21
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found to differ slightly. The reason for the discrepancy is most likely ex-
plained by the technique utilized in the Model, as described below.

The ILO Global Employment Trends (GET) Model uses multivar-
iate regression techniques to impute missing values at the country level.
The first step in each model is to assemble every known piece of real
information (i.e. every real data point) for each indicator in question.
It is important to note that only data that are national in coverage and
comparable across countries and over time are used as inputs. This is an
important selection criterion when the models are run, because they
are designed to use the relationship between the various labour market

indicators and their macroeconomic correlates (such as per-capita GDP,
22 GDP growth rates, demographic trends, country membership in the
Highly Indebted Poor Country (HIPC) Initiative, geographic indica-
tors and country and time dummy variables) in order to produce esti-
mates of the labour market indicators where no data exist. Thus, the
comparability of the labour market data that are used as inputs in the
imputation models is essential to ensure that the models accurately
capture the relationship between the labour market indicators and the
macroeconomic variables.

For further information on the world and regional econometric
models, readers can consult the technical background papers available
at the following website: www.ilo.org/public/english/employment/strat/

wrest.htm.

Indicator 1.6 Proportion of employed people living
below the poverty line (working poverty rate)

MDG Goal 1: Eradicate extreme poverty & hunger
Goal and target addressed MDG Target 1B: Achieve full and productive employment and decent
work for all, including women and young people

The working poor are defined as employed persons living in a house-

Indicator: description and
method of computation

hold whose members are estimated to be below the nationally-defined
poverty line.

The number of working poor can be calculated using the equation:
working poor = poverty rate X labour force 5, where labour force s is the
labour force aged 15 years and above.! The key assumption behind using
the labour force instead of employment numbers is that all, or nearly all,

1. The best method for calculating the number of working poor is on the basis of
cross-tabulations from micro survey data sets that include variables on both poverty
status and labour force characteristics. If these data are not available, which is often
the case, the method described in the main text can be used.
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of the poor in the labour force are employed. This assumption is made
because in countries where social safety nets do not exist, poor individ-
uals must work in order to maintain a subsistence level. Note, 15 years
and over is typically used to define the standard working-age population
of a country. Some countries, however, apply other age limits. It is the
nationally-defined working-age population which should be used here.

The working poverty rate is the proportion of working poor in total
employment:

Working poverty rate = (number of employed persons
living in a household with income below
the poverty line + total employment) X 100.

Working poor and working poverty rate — see definitions above.

Labour force is the sum of the number of persons employed and
the number of persons unemployed (as defined in the Resolution con-
cerning statistics of the economically active population, employment, un-
employment and underemployment, adopted by the 13th International
Conference of Labour Statisticians, October 1982).

For most countries, the working-age population is defined as persons
aged 15 years and older, although this may vary slightly from country to
country.

Employment refers to people above a certain age who worked or held
ajob duringa specified reference period (as defined in the Resolution con-
cerning statistics of the economically active population, employment, un-
employment and underemployment, adopted by the 13th International
Conference of Labour Statisticians, October 1982). Included are: persons
who worked for pay or profit (or pay in kind), persons who were tempo-
rarily absent from a job for such reasons as illness, maternity or parental
leave, holiday, training or industrial dispute, and unpaid family workers
who work for at least one hour. The measure is intended to capture both
persons working in the formal and informal sectors.

The poverty line is the minimum level of income deemed necessary
to achieve an adequate standard of living in a given country.

To estimate the number and proportion of the working poor, it is first
necessary to establish the poverty line. Different countries use different
methods for doing this. In many countries information is obtained
through surveys on personal consumption expenditure or, in a few cases,
personal income. Personal consumption data is usually preferred, since it
tends to be more reliable, and also because it tends to give a better reflec-
tion of the real current living standards of houscholds. A level of personal
consumption expenditure (or income) is then set below which the person
or household is considered to be poor. This threshold level is set at the
amount of net income (and therefore expenditure) necessary to buy a
specified quantity of houschold goods.

The labour market information (labour force and working age
population and total employment) could be obtained from population
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Comments and limitations

censuses, labour force or other household surveys, establishment surveys,
administrative records and official estimates based on results from several
of these sources. Labour force surveys can be designed to cover virtually
the entire population of a country, all branches of economic activity, all
sectors of the economy, and all categories of workers, including own-ac-
count workers, unpaid family workers and persons engaged in casual work
or marginal economic activity. For this reason, houschold-based labour
force surveys offer a unique advantage for obtaining information on the
labour market of a country and its structure. (See section in employment-
to-population ratio, indicator 1.5 for more information).

Disaggregation. For the purpose of this indicator, no disaggregation
(for example, by sex) is recommended. This is mainly because of the dif-
ficulties in producing disaggregated poverty rate information. However,
if estimates are derived from micro survey datasets, disaggregation can be
feasible (see footnote 1).

Working poverty gives an indication of the lack of decent work: if a per-
son’s work does not provide an income high enough to lift them and their
families out of poverty, then these jobs, at the very least, do not fulfil
the income component of decent work and it is likely that other compo-
nents are not being fulfilled either. Within the development process, the
working poor share would decrease, which would in turn, further foster
the development process.

The working poor definition applies poverty data to the countries’
specific labour market characteristics, such as the size of the working-age
population and the labour force participation rate. By combining these
labour market factors with poverty data, working poverty estimates give a
clearer picture of the relationship between poverty and employment than
that provided by using standard poverty data alone.

Estimates of working poverty that are based on the equation working
poor = poverty rate X labour force are limited in that they are not direct
measurements, but rather derived estimates from national data and are
based on several simplifying assumptions that may not hold. Such esti-
mates should be interpreted with care.

Where the methodology used in the poverty surveys in a particular
country changes over time, it is extremely difficult to make any useful
comparisons over time. However, where the same poverty line is used
consistently over time and the same survey methodology has been used
for collecting the income and expenditure data, it should be possible to
make valid comparisons over time.

Even if these conditions are met, poverty rates may vary quite sub-
stantially from year to year because of economic or weather conditions.
Natural disasters (such as the Asian tsunami) or financial crises (such as
the 1997 financial crash in South East Asia) can have a major effect on
poverty rates, at least in the short term.
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One other major problem is the way in which non-market produc-
tion and consumption are valued. In some countries these may represent
an important part of income and consumption, and decisions made about
the value to be attached to these items will have an important effect on
the poverty rates.

Data for global and regional monitoring for this indicator is reported
by the International Labour Organization, Employment Trends Unit,
Geneva, Switzerland.

The ILO produces its own country-level estimates of the working
poor using labour market input data (working-age population, labour
force and employment) from econometric models that utilize available
national data and apply multivariate regression techniques to impute
missing values at the country level. The first step in each model is to as-
semble every known piece of real information (i.e. every real data point)
for each indicator in question. It is important to note that only data that
are national in coverage and comparable across countries and over time
are used as inputs. This is an important selection criterion when the
models are run, because they are designed to use the relationship between
the various labour market indicators and their macroeconomic correlates
(such as per-capita GDP, GDP growth rates, demographic trends, country
membership in the HIPC Initiative, geographic indicators and country
and time dummy variables) in order to produce estimates of the labour
market indicators where no data exist. Thus, the comparability of the
labour market data that are used as inputs in the imputation models is
essential to ensure that the models accurately capture the relationship
between the labour market indicators and the macroeconomic variables.

For the ILO calculation of working poor, poverty data come from
the World Bank, specifically the international poverty line at US$1.25
a day (reproduced as MDG indicator 1.1). The resulting measure of
working poor, therefore, refers to employed persons who live with their

families below the US$1.25/day poverty line.

Sources of discrepancies between reported MDG indicators and
national indicators. Because the country-level estimates shown by the
UN within the MDG indicators are model-driven estimates, produced in
order that harmonized data can be provided for every country and every
year, the indicator produced from sources at the national level might be

found to differ.
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Indicator 1.7 Proportion of own-account and
contributing family workers in total employment
(vulnerable employment rate)

Goal and target addressed

Indicator: description and
method of computation

MDG Goal 1: Eradicate extreme poverty & hunger
MDG Target 1B: Achieve full and productive employment and decent
work for all, including women and young people

The indicator is a measure of what are deemed to be the more vulnerable
statuses of employment, namely own-account workers and contributing
family workers.

The vulnerable employment rate is calculated as the sum of own-
account and contributing family workers as a proportion of total
employment:

Vulnerable employment rate = [(number of own-account
workers + number of contributing family workers)
+ total employment] X 100

The indicator is based on the measure of status in employment, as defined
according to the International Classification by Status in Employment
(ICSE), approved by the United Nations Statistical Commission in 1958
and revised at the 15th International Conference of Labour Statisticians
in 1993. The ICSE defines six status categorizes that are largely based on
the type of economic risk associated with the job, an element of which is
the strength of the attachment between the person and the job, and the
type of authority over establishments and other workers which the job
incumbents have or will have.

The 1993 ICSE employment statuses are: (1) wage and salary workers,
also known as employees; (2) self-employed workers with employees, also
known as employers; (3) self-employed workers without employees, also
known as own-account workers; (4) members of producers’ cooperatives;
(5) contributing family workers, also known as unpaid family workers;
and (6) workers not classifiable by status. For full definitions of all status
groups, see the Resolution concerning the international classification of
status in employment, adopted by the 15th International Conference of
Labour Statisticians, Geneva, 1993.

Website: www.ilo.org/global/What_we_do/Statistics/standards/
resolutions/lang--en/docName--WCMS_087562/index.htm.

The 1993 ICSE defines own-account workers as: those workers who,
working on their own account or with one or more partners, hold the
type of jobs defined as a “self-employment jobs” (i.e. jobs where the remu-
neration is directly dependent upon the profits derived from the goods
and services produced), and have not engaged on a continuous basis any
employees to work for them.
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The 1993 ICSE defines contributing family workers as: those workers
who hold “self-employment jobs” as own-account workers in a market-
oriented establishment operated by a related person living in the same
household.

Employment refers to people above a certain age who worked or held
ajob duringa specified reference period (as defined in the Resolution con-
cerning statistics of the economically active population, employment, un-
employment and underemployment, adopted by the 13th International
Conference of Labour Statisticians, October 1982). Included are: persons
who worked for pay or profit (or pay in kind), persons who were tempo-
rarily absent from a job for such reasons as illness, maternity or parental
leave, holiday, training or industrial dispute, and unpaid family workers
who work for at least one hour. The measure is intended to capture both
persons working in the formal and informal sectors.

Data could be obtained from population censuses, labour force or other
household surveys, establishment surveys, administrative records and
official estimates based on results from several of these sources. Labour
force surveys can be designed to cover virtually the entire population of
a country, all branches of economic activity, all sectors of the economy,
and all categories of workers, including own-account workers, unpaid
family workers and persons engaged in casual work or marginal eco-
nomic activity. For this reason, houschold-based labour force surveys
offer a unique advantage for obtaining information on the labour market
of a country and its structure. [See section in employment-to-population
ratio, indicator 1.5 for more information.]

Disaggregation. Ideally, the data should be disaggregated by sex and age
group. Countries might also want to consider disaggregating according to
urban/rural residence.

Vulnerable employment is a newly defined measure of persons who are
employed under relatively precarious circumstances as indicated by the
status in employment. Because contributing family workers and own-
account workers are less likely to have formal work arrangements, access
to benefits or social protection programmes and are more “at risk” to eco-
nomic cycles, these are the statuses categorized as “vulnerable”.

The indicator is highly gender sensitive since, historically, contrib-
uting family work is a status that is dominated by women. There is also a
connection between vulnerable employment and poverty: if the propor-
tion of vulnerable workers is sizeable, it may be an indication of wide-
spread poverty. The connection arises because workers in the vulnerable
statuses lack the social protection and safety nets to guard against times
of low economic demand and often are incapable of generating sufficient
savings for themselves and their families to offset these times.
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Comments and limitations

Data for global and
regional monitoring

The indicator is not without its limitations; some wage and salaried
workers might also carry high economic risk and some own-account
workers might be quite well off and not vulnerable at all. But, despite the
limitations, vulnerable employment is especially relevant for the less de-
veloped economies and regions, and the fact that a strong correlation has
been established between high poverty rates for a region and high shares
in vulnerable employment does substantiate the weight of the new indi-
cator to measure progress towards the goal of decent employment for all.

When using the indicator on status in employment to assess vulner-
able employment, one has to bear in mind that there are often differences
in definitions, as well as in coverage, across countries and for different
years, resulting from variations in information sources and methodolo-
gies that make comparisons difficult. Some definitional changes or dif-
ferences in coverage can be overlooked, for example, differing age limits
for measurement of employment. What is more important to note is that
information from labour force surveys is not necessarily consistent in
terms of what is included in employment. For example, the information
supplied by some countries may relate to civilian employment, which can
result in an underestimation of “employees” and “workers not classifiable
by status”, especially in countries that have large armed forces. The other
two categories, self-employed and contributing family workers, would not
be affected, although their relative shares would be.

Data for global and regional monitoring for this indicator is reported
by the International Labour Organization, Employment Trends Unit,
Geneva, Switzerland.

The majority of ILO data for the employment-to-population ratios
reflect nationally-reported data collected by the ILO Bureau of Labour
Statistics or other international organizations such as the OECD. The
full dataset of available country-level status in employment data are re-
ported in table 3 of the KILM dataset; www.ilo.org/kilm.

Sources of discrepancies between reported MDG indicators and na-
tional indicators. The ILO reports only available country-level infor-
mation for this indicator. Therefore, no discrepancies are likely to exist.
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Indicator 3.2 Share of women in wage employment
in the non-agricultural sector

Goal and target addressed

Indicator: description and
method of computation

MDG Goal 3: Promote gender equality and empower women

MDG Target 3A: Eliminate gender disparity in primary and secondary
education, preferably by 2005, and in all levels of education no later
than 2015

The indicator is the share of female workers in wage employment in the
non-agricultural sector expressed as a percentage of total wage employ-
ment in the non-agricultural sector.

Share of woman in wage employment in the non-agricultural sector =

Number of woman in paid employment in the non-agricultural sector

Total number of people in paid employment in the non-agricultural sector

Employment refers to people above a certain age (typically 15 years) who
work or hold a job during a specified reference period (as defined in the
Resolution concerning statistics of the economically active population,
employment, unemployment and underemployment, adopted by the 13¢ch
ICLS, October 1982).

Wage employment refers to wage carners and salaried employees,
or “persons in paid employment jobs”. Employees are typically remuner-
ated by wages and salaries, but may be paid by commission from sales,
piece-rates, bonuses or paid in kind by food, housing, training, etc. These
persons are in wage employment as opposed to self-employment (i.c. em-
ployers, own-account workers, members of producers’ cooperatives and
contributing family workers).”

The non-agricultural sector includes industry and services. ‘Industry’
includes mining and quarrying (including oil production), manufac-
turing, construction, electricity, gas, and water, corresponding to di-
visions 2-5 in the International Standard Industrial Classification of all
Economic Activities (ISIC-Rev. 2)?, and to tabulation categories C-F in
ISIC-Rev. 3,* and finally to tabulation categories B-F in ISIC-Rev. 4.
‘Services’ include wholesale and retail trade and restaurants and hotels;
transport, storage, and communications; financing, insurance, real estate,
and business services; and community, social, and personal services, cor-
responding to divisions 6-9 in ISIC-Rev. 2, to tabulation categories G-Q
in ISIC-Rev. 3, and finally to tabulation categories G-U in ISIC/Rev.4.

2. The different statuses of employment are defined according to the International
Classification by Status in Employment (ICSE), approved by the United Nations
Statistical Commission in 1958 and revised at the 15th International Conference of
Labour Statisticians (ICLS) in 1993, available at: http://www.ilo.org/public/english/
bureau/stat/download/res/icse.pdf.

3. http://unstats.un.org/unsd/cr/registry/regest.asp? Cl=8&Lg=1

4. http://unstats.un.org/unsd/cr/registry/regest.asp?Cl=2&Lg=1

5. http://unstats.un.org/unsd/cr/registry/regest.asp?Cl=27
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Sources and data collection

While labour force surveys constitute a primary source of information,
some of the data can also be obtained from other sources including popu-
lation censuses, establishment censuses and surveys, other household sur-
veys, administrative records, and official estimates based on results from
these sources. Sources differ in coverage, scope, units of measurement and
methods of data collection. Each source has advantages and limitations
in terms of the cost, quality and type of information yiclded. The results
from various sources could be combined, provided that concepts, defini-
tions, coverage, reference period, classification, etc. are consistent.

Labour force surveys allow for the joint measurement of employed,
unemployed and economically inactive. They can be designed to cover
virtually the entire population of a country, all branches of economic ac-
tivity, all sectors of the economy and all categories of workers. This gives
household based surveys a unique advantage in providing information on
the total labour force and its structure.

Population censuses, often held every ten years, typically identify the
economically active population (“labour force,” comprising the employed
and unemployed), branch of economic activity and status in employment.
These data provide an indispensable benchmark for analysis of the labour
force but more frequent houschold surveys are needed to measure current
levels and trends.

Employment information from other types of household surveys may
be considered, such as income and consumption surveys, demographic
and health surveys, living standards measurement and Multiple Indicator
Cluster Surveys (MICS).

Establishment censuses and surveys are useful in obtaining data on
employment for specific groups of workers and industries. Also, they
allow data on employment to be related more accurately to data on earn-
ings, skills, occupation and industry. They are more precise and less costly,
but can be more limited in coverage and content.

Other potential sources include enterprise surveys and social insur-
ance records. These data can be useful in examining various sectors of the
labour market but can provide only a very limited picture of the situation
for the labour force as a whole.

Comparability of data from different sources. Various sources of data
(e.g. population censuses, labour force/houschold surveys, establishment
surveys, administrative records and official estimates that are based on
results from several sources) may be available for different or same points
in time. However, such disparate sources are seldom completely compa-
rable in their sampling methods, coverage and definitions and the results
should be considered with great care in trying to compare trends over
time. There are a number of reasons why the data obtained from different
sources may not easily be combined:

* Population and geographical coverage — Each source has its own charac-
teristics and provides certain types of data. Population censuses, labour
force surveys and official estimates may cover the whole relevant popu-
lation. Results from establishment surveys and administrative records
are likely to cover only large private and public sector employers, in
particular in developing countries. Depending on the source, the meas-
urement and coverage may differ over time.
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Labour force and houschold surveys may have limited geographical
scope (e.g. be limited to major cities or urban areas). Other geograph-
ical limitations may include certain remote areas and conflict zones.
Population exclusions may include younger or older age groups where
there is nevertheless significant employment, members of the armed
forces, temporary migrants working abroad and indigenous populations.

o Conceptual variation — Although there are clear international stand-
ards, countries may usc different definitions for employment status, es-
pecially for part-time workers, students, members of the armed forces,
and household or contributing family workers in different surveys.
National statistical offices, even when using ILO conceptual guide-
lines, do not necessarily use consistent definitions or classifications.

Disaggregation. Analysis of the indicator can be carried out using the
following disaggregations: geographical, urban/rural, age groups, income
and ethnic groups.

Possible disaggregations will vary, depending on the sample design.
Countries, could additionally and for analytical purposes tabulate data
by: branches of industry, hours worked, presence of small children and
working time arrangements.

Disaggregation of data should assist policy makers in monitoring
the progress achieved, creating an enabling environment that promotes
decent, productive work for women, and implementing specifically tar-
geted policies and programmes.

The indicator measures the degree to which women have equal access
to paid employment, which affects their integration into the monetary
economy. The emergence of strong, monetized industrial and services sec-
tors provides significant opportunities for women and men to find em-
ployment which provides regular monetary income.

It also indicates the degree to which labor markets are open to
women in industry and services sectors, which affects not only equal em-
ployment opportunity for women, but also economic efficiency through
flexibility of the labor market and the economy’s capacity to adapt to
changes over time.

A high share of women in wage and salary employment also results
in their greater autonomy and self-reliance in household and personal
development and decision-making,

The results may vary from 0 per cent to 100 per cent (i.c. all paid
employment in the non-agricultural sectors is accounted for by women).
Equal numbers of women and men in the non-agricultural sectors would
give the indicator a value of 50 per cent.

It should be emphasized that there is no optimal share for women
in paid employment, and a fuller assessment of the level and develop-
ment of the indicator should be made in conjunction with other labour
market indicators. When interpreting the indicator, the share of women
in total employment, unemployment and the economically active popu-
lation should be taken into account in order to assess whether women
are under- or over-represented in non-agricultural wage employment.
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Comments and limitations

It is also important to consider information on employment by status in
employment, because it is known that women are more likely to work as
unpaid family workers.

Changes in the share of women in paid employment over time
should also be analysed. An increase in the indicator, meaning that more
women have gained wage employment, often has a positive influence on
poverty reduction. Creation of decent and productive work for women
is a key strategy for the economic empowerment of women and their
families.

Low shares, or a declining share of women in wage employment,
calls for policies to increase the employment opportunities for women,
both in terms of access to and in terms of quality of jobs. Analysis of ad-
ditional labour market and other information is needed to inform more
specific labour market policies. Employment policies should aim at elim-
inating the remaining pay differences originating from gender discrimin-
ation, through a approaches that address the underlying causes, including
sectoral and occupational segregation, education and training, job clas-
sification and payment systems.

The main limitation of this indicator is that it does not fully reflect quality,
especially the economic benefits of women’s employment. In many de-
veloping countries, non-agricultural wage employment represents only
a small portion of total employment so this indicator has limited value
in considering the situation of women. To overcome this limitation, the
indicator should be considered along with additional information on the
share of women in total employment to allow an assessment of whether
women are under- or over-represented in non-agricultural wage employ-
ment. In developing countries where the most of the employment is in
agriculture or/is unpaid, additional indicators are needed to evaluate the
situation of women in the labour market, such as their level of education,
level of remuneration and wage differentials, and the extent to which
women and men benefit from labour legislation and social programmes.
Further, the indicator does not reveal any differences in the quality
of the different types of non-agricultural wage employment in terms of
earning, conditions of work, or the provision of legal or social protection.

Gender issues. In developing countries and outside the agricultural
sector, wage employment is a middle-class, mainly urban phenomenon.
Outside of urban areas, to the limited extent non-agricultural paid em-
ployment exists, it is more likely available to men. Men more often hold
regular and better remunerated jobs, whereas women are frequently in
peripheral, insecure, less valued jobs, as home workers, casual workers or
part-time or temporary workers.

As economies develop, the share of women in non-agricultural wage
employment often becomes increasingly important. A higher share of
women in paid employment can improve their economic security and
well-being. However, this shift is not automatic, nor does it account for
differentials in working conditions between men and women.
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Data for global and regional monitoring for this indicator are reported by
the International Labour Organization in Geneva.

Comprehensive statistics on total and paid employment disaggre-
gated by sex, branch of economic activity, occupation and status in em-
ployment are collected annually through a specialized questionnaire sent
directly to national statistical authorities. Statistics are also sourced from
national statistics publications and Web sites.

These statistics are published in the ILO Yearbook of Labour
Statistics, Bulletin of Labour Statistics and online in the ILO Database on
Labour Statistics (LABORSTA), http://laborsta.ilo.org/.

The Bureau also collects and disseminates the relevant methodo-
logical information on national practices (ILO, “Sources and Methods”

hetp://laborsta.ilo.org/).

Regional and global estimates. Global and regional estimates are cal-
culated as weighted averages of the country level indicator where the
weights correspond to each country’s share in the total economically
active population in the non-agricultural sector in the region/world in
the benchmark year 1990.° The total economically active population in
the non-agricultural sector in the region/world is estimated on the basis
of the same concept in the countries for which the indicator (observed
or imputed) is available. As the estimates of economically active popula-
tion in the non-agriculture are not available for about 20 countries and
territories (mainly small islands with population of less than 30°000),
their weights are estimated by assuming that about one third of the total
population is active in the non-agriculture sectors.

The formula used to estimate the indicator at the regional and global
level is as follows:

Where I, is the indicator for country i and w; is the share of country i in
the total economically active population in non-agricultural sector in the
world.

Treatment of missing values and aggregation. Where country data
are not available, and there is no an auxiliary variable that can be used as
a proxy indicator, the values are imputed. These imputed values are used
solely for the production of the regional and global estimates. Their use
for monitoring at the national level may not be most appropriate.

Discrepancies between national and global data. Although the na-
tional data are not altered in any way, discrepancies may happen due to
the use of:

o different sources,

o different series from the same source,

6. Economically Active Population: Estimates and projections, 1950-2010 (4th edi-
tion), ILO, Geneva, 1996.
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e changes in the definitions and classifications over time (in the same
source),

* cstimates when the national data are not available for a particular year,
imputations.

The lack of country data causes major discrepancies between national and
global data.

Where data on paid employment does not exist or otherwise are
not available, proxy series (total paid employment or total employment
in non-agriculture rather than paid employment in non-agriculture) have
been used. This is based on the assumption that the share of women in
total paid employment is not significantly different from that for paid
employment in non-agriculture. Sensitivity analysis conducted on a se-
lected number of countries shows that there is strong correlation between
the indicator and the auxiliary variable.

If a country has indicator values for some years but not for others,
it is assumed that the value of the indicator in the missing years is not
abnormal. The values for the missing years are estimated on the basis of
the changes in correlated series from another source/series.

Where data from multiple sources or multiple series from the same
source are available, the selection of the most appropriate one is based
on a number of criteria, e.g. the consistency of concepts, definitions and
classifications with the international standards, the quality of data, the
availability of methodological information, availability of data/source
over time, etc.



Part B 2. Country example:

Pakistan

Introduction

A set of indicators has been adopted to provide the
basis to assess the achievement of full and productive
employment and decent work for all in the context of
the MDGs. This set includes: (1) employment-to-pop-
ulation ratios; (2) the share of vulnerable employment
in total employment; (3) the share of working poor in
total employment; and (4) labour productivity growth
rates. This section provides an example of a brief ana-
lysis of these indicators in the case of Pakistan. The
analysis is followed by an overall assessment of labour
markets in this country and linkages with decent em-
ployment policy development.'

Since 2000, a wide ranging program of economic
reforms has been introduced by the Government of
Pakistan. The reform policies, together with official
and private transfers have contributed to relatively high
economic growth rates (6-8 per cent annually) in recent
years, which exceed the average growth in the 1990s (at
4.6 per cent).” Against this economic backdrop, labour
market improvements can be seen during this period,
but a number of structural challenges have remained,
as also borne out by the four indicators.

Employment-to-population ratios

Employment-to-population ratios, which express the
number of people in employment as a percentage of
the population for the corresponding age group (either
15 years and over or youth aged 15-24) and sex, indi-
cate the ability of an economy to provide employment.
Most economies have employment-to-population ratios
in the range 55 to 75 per cent, but as shown in Table 1
the region of South Asia is at the low end of this range.
In Pakistan, the employment-to-population ratio is very
low at 49.8 per cent of the adult population (15+). This
low ratio is primarily due to the low ratio for women,
which at 19.4 per cent is about four times lower than
the male rate (see Figure 1). The ratio for males is not ex-
ceptional in the South Asian context. The employment-
to-population ratio for women has clearly improved, by
about six percentage points since the beginning of the
decade, and the gap between male and female ratios has
been reduced. Nevertheless, this gap continues to be
considerable, even from a regional perspective.

For youth, the employment-to-population ratio
increased by almost six percentage points between
1999/2000 and 2006/2007, and has converged with
the average in South Asia (Table 2 and Figure 2).
Furthermore, the convergence is again driven by the
changing position of women in the labour market. The
female youth employment-to-population ratio increased
from the very low level of 7.2 per cent in 1999/2000 to
16.8 per cent in 2006/2007. Similar to the adult rate,
there remains a considerable gap between female and
male youth employment-to-population rates.

It should be emphasised that there is no single
correct employment-to-population ratio for adults or
for youth, and a fuller assessment of the level and de-
velopment of these ratios should be made in conjunc-
tion with other labour market indicators. In the case
of youth, it is important to consider information on
labour market inactivity, unemployment and enrol-
ment in education programs.
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Table 1. Employment-to-population ratio (%)

15+ 1999/ 2001/ 2003/ 2005/ 2006/ Change 1999/2000 to 2006/2007
2000 2002 2004 2006 2007 (percentage points)
Both Sexes 46.8 46.5 47.0 49.7 49.8 +3.0
Males 78.6 77.6 77.6 79.6 79.6 +1.0
Females 13.7 13.6 15.6 19.0 194 +5.7
South Asia 2000 2002 2004 2006
Both Sexes 576 573 56.7 56.7
Males 79.6 78.8 78.4 78.2
Females 34.2 34.4 338 34.0

Source: Federal Bureau of Statistics (FBS), Pakistan Labour Force Survey (Islamabad, various years), and ILO, Trends Econometric Models
(Geneva, April 2008)

Table 2. Youth employment-to-population ratio (%)

15-24 1999/ 2001/ 2003/ 2005/ 2006/ Change 1999/2000 to 2006/2007
2000 2002 2004 2006 2007 (percentage points)
Both Sexes 35.1 376 385 42.0 40.9 +5.8
Males 61.6 61.8 62.7 66.1 64.2 +2.6
Females 7.2 11.8 13.7 16.8 16.8 +9.6
South Asia 2000 2002 2004 2006
Both Sexes 43.3 43.1 42.5 42.6
Males 59.3 58.5 57.8 57.6
Females 26.1 26.4 26.0 26.3

Source: FBS, Pakistan Labour Force Survey (Islamabad, various years), and ILO, Trends Econometric Models (Geneva, April 2008)

Figure 1. Employment-to-population ratio
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Figure 2. Youth employment-to-population ratio
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Vulnerable employment

Vulnerable employment, a relatively new concept that
was recently introduced is based on status in employ-
ment, and is calculated as the sum of contributing
family workers and own-account workers as a per-
centage of total employment of the relevant group
(both sexes, males, or females).” This indicator captures
the proportion of workers whom are less likely to have
formal work arrangements, and are therefore more
likely to lack elements associated with decent employ-
ment. The poverty connection arises because workers in
the vulnerable statuses are most likely to lack the social
protection and safety nets to guard against times of low
economic demand and often are incapable of generating
sufficient savings for themselves and their families to
offset these times.

Table 3. Status in employment (%)

The two groups that constitute vulnerable employ-
ment in Pakistan are showing a very different pattern
in the labour market. Contributing family work as a
share of all employment increased by 5.2 percentage
points between 1999/2000 and 2006/2007, while own
account work showed a large decline by 7.6 percentage
points (Table 3 and Figure 3). Overall, this resulted in
a decrease in vulnerable employment by 2.4 percentage
points. This decrease mostly falls together with the in-
crease in status group of employees, as the proportion of
employers hardly changed in recent years.

Again, men and women show distinct develop-
ments in the labour market. Considering men, vulner-
able employment showed a strong decrease, with a small
increase in contributing family work. Females, on the

15+ 1999/ 2001/ 2003/ 2005/ 2006/ Change 1999/2000 to 2006/2007
2000 2002 2004 2006 2007 (percentage points)

Employees

Both Sexes 359 40.4 385 38.4 38.3 +2.4
Males 36.4 40.9 39.8 41.2 415 +5.1
Females 33.1 371 315 26.6 25.1 -8.0
Employers

Both Sexes 0.8 0.9 0.9 0.9 0.9 +0.1
Males 0.9 0.9 1.1 1.1 1.0 +0.1
Females 0.1 0.3 0.1 0.1 0.1 0.0
Own-Account Workers

Both Sexes 43.7 399 38.6 36.8 36.1 -76
Males 48.2 43.8 429 415 41.3 -6.9
Females 16.8 16.5 17.0 16.2 14.4 -24
Contributing Family Workers

Both Sexes 19.5 18.8 22.0 239 24.7 +5.2
Males 14.5 14.3 16.2 16.2 16.2 +1.7
Females 499 46.1 51.4 57.0 60.4 +10.5
Source: FBS, Pakistan Labour Force Survey (Islamabad, various years)

Figure 3. Vulnerable employment rate
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other hand, witnessed an enormous increase in contrib-
uting family work, and a relative decline in the status
group of employees from a third of all female employed
in 1999/2000 to around a quarter in 2006/2007. Given
the rising employment-to-population ratio for women,
itis clear that an important part of the inflow of women
in the labour market in recent years has been absorbed
in vulnerable employment.

Table 4. Status in employment for youth (%)

Developments in youth labour markets are not
much different from those in the overall labour market.
Vulnerable employment decreased by 1.9 percentage
points, but this is the result of a strong decline for males
and an even stronger increase in vulnerable employment
for females (Table 4 and Figure 4). The overall posi-
tive outcome (decline in vulnerable employment) is the
result of the predominance of men in the labour market.

15-24 1999/ 2001/ 2003/ 2005/ 2006/ Change 1999/2000 to 2006/2007
2000 2002 2004 2006 2007 (percentage points)

Employees

Both Sexes 396 44.0 40.6 40.3 416 +1.9
Males 39.5 44.3 42.0 43.0 44.8 +5.3
Females 40.8 424 33.8 29.3 28.7 -12.1
Employers

Both Sexes 0.1 0.1 0.3 0.2 0.2 +0.1
Males 0.1 0.1 0.3 0.2 0.2 +0.1
Females 0.0 04 0.0 0.1 0.2 +0.2
Own-Account Workers

Both Sexes 20.5 191 18.6 18.0 16.5 -4.0
Males 21.3 20.7 20.2 19.7 18.4 -29
Females 13.6 104 11.7 114 9.1 -4.5
Contributing Family Workers

Both Sexes 39.5 36.7 40.4 411 41.7 +2.2
Males 389 34.8 374 36.7 36.5 -2.3
Females 455 46.8 54.6 59.0 61.9 +16.4
Source: FBS, Pakistan Labour Force Survey (Islamabad, various years)

Figure 4. Youth vulnerable employment rate
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Share of working poor in total employment
and labour productivity growth rates

Working poor are defined as employed persons living Table 5. Proportion of employed people living

in a household in which each member is estimated to below the poverty line (US$ 1 per day)
be below the poverty line. Working poverty provides a Year
clear indication of the lack of decent work: if a person’s 1999 18.7
work does not provide an income sufficient enough to ;OOZ 2.7
005 12.7
lift him or herself and her family out of poverty, then Source: 1L0, Key Indicators of the Labour
these jobs, at the very least, do not fulfil the income Market (Geneva, 5th edition, 2007)
component of decent work and it is likely that other
components are not being fulfilled cicher. Table 6. Labour productivity growth rate,
There are strong linkages between vulnerable em- based on constant US$1990 at PPP (%)

ployment, working poverty and labour productivity. Year
Labour productivity is used to assess the likelihood that 1995 47
an economic environment creates and sustains decent 1996 4.1
employment opportunities with fair and equitable re- igg; 1‘;
muneration. Productivity increases obtained through 1999 19
investment, trade, technological progress or changes in 2000 5.5
work organization can lead to increases in social protec- 2001 0.1

. . 2002 -0.7
tion and poverty reduction, and, therefore, have the po- 2003 56
tential to reduce vulnerable employment and working 2004 2.0
poverty. Increases in productivity do not guarantee 2005 6.9

improvements in these areas, but without productivity ’(Sg:rga';?h Zz}i/ﬁlgglc;ot%%o”he Labour Market
growth, and thereby induced economic growth, im-

provements are hlghly unhkely. Figure 5. Proportion of people living below

In Pakistan, using the international poverty line of o the poverty line (US$ 1 per day)

USS$1 per day, it can be seen that the share of working 30

poor increased from 1999 to 2002 by six percentage 5|

points, to almost a quarter of the employed. Thereafter,
this share decreased rapidly, and around one in eight 20
workers was classified as working poor in 2005 (Table 5 15
and Figure 5). Productivity growth rates do not show a o
clear pattern, and during the second half of the 1990s

negative rates were registered in several years (see Table 5+

6 and Figure 6, using constant US$ at PPP). In more 0

.. . 1999 2002 2005
recent years productivity growth shows some improve- )
. : Source: ILO, Key Indicators of the Labour Market
ment, but remains volatile. (Geneva, 5th edition, 2007)
Figure 6. Labour productivity growth rate based
% on constant US$ 1990 at PPP (%)
8.0
6.0 -
4.0
2.0
0.0+
-2.0—
404 Source: ILO, Key Indicators
. of the Labour Market
-6.0 (Geneva, 5th edition, 2007)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
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Overall assessment and policy linkages

Healthy productivity rates provide the basis for the
achievement of decent work and the reduction of
working poverty. In Pakistan, recent achievements
should be seen in the context of reforms in economic
and social policies, and higher economic growth rates,
which set the country on a path to achieve MDG 1.

All four indicators show positive developments
in Pakistan, but also highlight important challenges.
In particular, the large majority of the employed, both
adult and youth, are in vulnerable employment, and
one out of eight of the employed belongs to the working
poor. This situation calls for policies to increase the cre-
ation of decent employment, and to translate economic
growth in better labour market outcomes. Productivity
is the key, and investments need to be made to sustain
healthy productivity growth rates. Analysis of addi-
tional labour market and other information is needed
to inform more specific labour market policies.”

It is clear that Pakistan faces a special gender chal-
lenge. The analysis, in particular the gender gaps, points
at the need for continued policies to improve the pos-
ition of women in the labour market, both in terms of
access to and in terms of quality of jobs.

Notes

1. See Pakistan Employment Trends No. 4 (Islamabad, Ministry
of Labour and Manpower, December 2008), for a more detailed
analysis of the four indicators (www.molm.gov.pk).

2. Economic Survey 2007/08 (Islamabad, Government of
Pakistan, Ministry of Finance, 2008).

3. Sce Key Indicators of the Labour Market, Sth Edition,

Chapter 1 (Geneva, ILO, 2007).

4. See the series Pakistan Employment Trends for a more detailed
analysis of labour market information in Pakistan (Islamabad,
Ministry of Labour and Manpower, www.molm.gov.pk).



Note. This set of Decent Work Indicators was compiled in accordance
with the guidance received at the Tripartite Meeting of Experts on the
Measurement of Decent Work, held in Geneva from the 8th to the 10th
of September 2008. It is still under development and will be further re-
vised after the completion of Decent Work Country Profiles for five pilot
countries. See http://www.ilo.org/integration/themes/mdw/lang--en/
index.htm.
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Part B 4. Useful contacts

Millennium Indicators

Operated by the UN Department of Economic and Social Affairs
(UNDESA), this site contains country data by indicator; indicator defi-
nitions; indicator sources; country profiles; and explanations of each goal.
http://mdgs.un.org/unsd/mdg/Default.aspx

MDG NET

This is a list serve which supports UN staff, country offices and civil so-
ciety and provides a continuous flow of information on the MDGs. (Sign
up through the website or send an e-mail to sarah.renner@undp.org).
www.undg.org

Millennium Project
This site provides all related information on the MDG research initiative.
www.unmillenniumproject.org

Official UN website

Provides general information on MDG activities, including press releases
and reports from the Secretary-General; webcasts of UN/MDG events;
fact sheets on the MDGs and the role of the UN; country reports and
data; and statistics on the achievement of the MDGs.
heep://www.un.org/millenniumgoals/

Monitoring and Assessing Progress

on Decent Work

Further information on monitoring and assessing progress on decent
work can be found on the ILO’s web-site at http://www.ilo.org/integra-
tion/themes/mdw/lang--en/index.htm









Status in employment

Working-age population

For more information visit our web site:
http://www.ilo.org/employment
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