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Preamble 

While modest growth rates are reported in both developing and advanced countries, the 

World Bank March 20141 report on job trends shows that employment outcomes continue to 

show almost no improvement in most developing countries over the second quarter of 2013 

since 2011, despite modest growth rates. Regional dichotomies between employment and 

growth are also apparent, for instance, in East Asia, which experienced relatively high growth 

rates at 6 per cent with only a 3 per cent growth in employment. While Latin America did not 

experience large improvements in economic growth rates, it fared even worse in terms of 

employment growth rates. Similarly, the ILO2 reported almost 202 million unemployed in 

2013, heralding a trend that is expected to continue upwards in the next few years. The ILO 

anticipates the global number of unemployed to increase by almost 13 million people by 

2018, with global youth shouldering most of the burden.  

These statistics point to the fact that the global economy is recovering and even expanding. 

Yet this expansion is not applied to employment. Thus, the question is how to take full 

advantage of this expansion such that expansion is applied intensively to employment. The 

current relationship between economic growth and employment seems to go against Okun’s 

Law,3 which charts an empirically positive relationship between employment and economic 

growth (or GDP). In theory, economic recovery should go hand-in-hand with job creation 

(through demand push pressures); as more output is produced, the economy requires more 

manpower to produce the increasing amounts of goods demanded by the global economy 

thereby increasing employment. In practice, what we apparently see today is a huge spike in 

joblessness accompanied by slow and modest economic growth.  This phenomenon is what 

some organizations call ‘jobless growth’. This term brings with it further questions such as is 

jobless growth is indeed a reality? If it is, what can be done to reverse this trend? Is this a 

global phenomenon and is it necessarily a negative phenomenon? 

An important point to note is that while the phenomenon may be characterised as global, it is 

misleading to think that joblessness is omnipresent. While jobless growth seems to be 

occurring on a global scale, there are countries in almost all regions that are experiencing 

stronger growth in both output and employment like East Asia. On the other hand, there are 

exceptions within the region, such as Indonesia and the Philippines, which are experiencing 

jobless growth. Likewise while Latin America as a region is experiencing jobless growth, this 

                                                             
1
 Job Trends, March 2014, Number 9, The World Bank. 

2
 Global Employment Trends 2014: Risk of a jobless recovery?, 2014, International Labour Office: ILO. 
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 Okun, Arthur M. (1962), Potential GNP: Its Measurement and Significance, American Statistical Association, Proceedings of 
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is true only for a few Latin American countries unlike Brazil, for instance. Thus, it is important 

to consider the various facets of this seemingly global phenomenon. 

With this background, this IOE position paper aims to: firstly inform the business community 

on what is jobless growth by debunking certain myths surrounding this notion and secondly it 

aims to propose a set of instruments that can be used to achieve job-led growth. The paper 

begins with an introduction to the phenomenon of ‘jobless growth’ and puts it into perspective 

with an overview of the situation around the globe. It then looks at the various nuances of 

jobless growth, and aims to remove negative perceptions of this notion by looking at the 

spectrum of reasons behind jobless growth. Given the diversity of the problem, the paper 

proposes a set of instruments at the disposal of employers that may be combined in different 

ways to contribute to job-led growth.  

Context 

The problem with defining jobless growth is the lack of clarity around what range of 

employment-output growth gap constitutes jobless growth.4  

ILO’s report on Global Employment Trends considers the current recovery as “jobless”, with 

employment declining while output is increasing. This seems to imply that the term ‘jobless 

recovery’ is being used in the UNDP sense, i.e. to imply a situation where output growth 

exceeds employment growth.  

At this juncture, it is important to note that diverging employment and growth trends do not 

mean zero or even negative employment. Rather, the number of additional jobs created due 

to the surge of economic expansion is insufficient to change the continuing employment and 

under-employment trends. 

Overview of jobs and growth around the world 

Every year, the World Economic Forum taps into the knowledge, observations and 

experiences of its Global Agenda Council Members, asking them to identify the issues that 

they believe will have the biggest impact on the world over the coming 12 to 18 months. The 

resulting insights, gathered with the help of the Survey on the Global Agenda, ranks 

worsening income inequality and persistent jobless growth as the top two concerns of 2015.  

                                                             
4
 While the term ‘jobless recovery’ has been widely used, especially in the recent post-crisis context, there is no clear 

definition of the original term ‘jobless growth’ in economic literature. One of the earliest uses is found in UNDP’s Human 

Development Report of 1993 which states “Many parts of the world are witnessing a new phenomenon – jobless growth. 

Even when output increases, increase in employment lags way behind.” (pg. 36). Another UNDP report uses low 

employment growth relative to output growth as an illustration of jobless growth.  
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Source: Pew Research Center Global Attitudes Project, 2014 

The figure above looks at the results of a survey conducted by the Pew Research Center 

which asks survey takers their perception of a lack of employment opportunities in their 

countries. Based on these results, many have responded that their perception of joblessness 

in their countries to be highly severe. Thus, it is not strange that the World Economic Forum 

has ranked this problem at second-place, upgrading its third place ranking from the previous 

year. 

That said, it is crucial not to base analysis on perceptions, as realities and perceptions on the 

lack of employment opportunities tend to be inconsistent. Popular perceptions about jobless 

growth can diverge significantly from the data. When considering the problem of persistent 

jobless growth, it is important to associate the concept of jobless growth with employment 

rate rather than unemployment rate. This is because the unemployment rate is significantly 

affected by the number of additional new members to the labour force. Employment rate, on 

the other hand, is the ratio of employment to population and does not suffer from 

underestimation problems attributed to discouraged workers and other unemployed persons 

that enter and exit the labour force. For instance, the ILO records 202 million unemployed 

people in the global economy in 2013, which is an increase of 5 million people as compared 

to 20125. The ILO justifies the persistence of jobless growth based on the gloomy outlook on 

global unemployment. However, these figures ignore the impact of working-age population 

which tends to grow more rapidly in some areas than other parts of the world. The growth of 

the working-age population leads to a fall in unemployment rates in some parts of the world 

such as Sub-Saharan Africa while worsening the case for countries that are currently facing 

a demographic transition favoring an ageing population as in the case in many developed 

countries in East Asia, for instance. In this respect, linking employment rates to economic 

growth would reduce the bias in interpreting jobless growth associated with the use of 

unemployment rate.  

                                                             
5
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Source: ILO Labour Statistics database 

The figure above shows the employment to population trends from 1991 to 2014 for different 

regions. The degree of employment growth tends to be rather uneven, with some regions like 

South Asia, experiencing a consistently declining trend in employment while other regions 

like Central and South-Eastern Europe and North Africa tend to portray a constant or 

sometimes upward trend in employment.  
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Source: OECD statistics 

Using OECD statistics, we were able to compare the growth rates of output and employment 

from 2000 to 2013 for three regions – European Union, OECD and BRIICS (which comprises 

Brazil, Russia, India, Indonesia, China and South Africa). As the figure shows, the output 

growth during this period outpaces that of employment, suggesting a persistent weakness of 

output in these economies to absorb new entrants to the labourforce.  

Labour market response to output changes may also take two forms – through employment 

changes and through wage changes. Gimpelson and Kapeliusshnikov (2011)6 found that the 

Russian labour market responded to changes in output via changes in wages rather than in 

employment. In the same way, regulations affect whether firms can avoid layoffs during 

recessions by adjusting the intensive margin of the number of hours worked, as seen in 

some European countries during the 2008-2009 crisis7. The figure below shows the various 

ways in which different countries respond to changes in output growth between 2009 and 

2013. 

 

Source: OECD statistics 

As the graph above shows, countries choose to respond to output changes by either 

adjusting wages or by employment. When there is an improvement in output accruing from 

gains in labour productivity, it results in a fall in employment growth and a more-than-

proportionate wage growth as in Italy and Netherlands. In countries like Greece and Spain, 

                                                             
6
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the fall in employment growth has been larger than the fall in wage growth, indicating the 

persistent weakness of the economy to absorb additional labour.  

Indicators of jobless growth  

As there is no clear definition of jobless growth in economic literature, it is difficult to define 

the level of employment-output gap that would indicate whether a country is suffering from a 

phenomenon of jobless growth. While jobless growth cannot be precisely defined, there are, 

nevertheless, some common measures that economists look at when discussing jobless 

growth: employment versus output trends, Okun’s Law Coefficient (OLC) and the elasticity of 

employment to output. The way in which these measures are interpreted can pave further 

way to better understanding this phenomenon based on evidence rather than perceptions. 

#1: Employment versus output trends 

Employment and output trends that cover a substantial period and specific industrial 

employment and output (more specifically Value Added) trends are indicative of the direction 

an economy is headed. While output might be generally increasing in a country, the same 

might not be true in ALL sectors. It might be that output growth in one sector matches 

employment growth in that sector, whereas the same might not be the case for another 

sector. Thus, it is misleading to use jobless growth in a general sense. For instance, in East 

Asia, while overall growth was job-creating, there was significant job less in the agricultural 

sector.  

Labour market participation is another important indicator on top of unemployment trends. If 

the number of unemployed increases and the number of people entering the labour market 

increases (active participation), this might indicate a temporary or persistent, (depending on 

the time period) lack of capacity of the economy to absorb the surplus labour. However, if the 

number of unemployed increases and at the same time active participation falls, this might 

indicate other serious problems in the economy such as jobseekers becoming discouraged 

and abandoning the labour market.  

Also of note is employment creation in the formal and informal sectors. In some countries, 

unemployment rates do not decline as much despite these economies undergoing jobless 

growth simply because people take up jobs within the informal sector. This phenomenon 

needs to be taken into account, especially for emerging and developing countries. The shift 

to informal sector employment has significant welfare implications. This is not a serious 

problem in the context of jobless growth if employment is growing overall with an expansion 

of jobs in both the formal and the informal sectors. This is however a particularly serious 

problem if the shift is from productive to less productive labour, with the labour force 

contributing less and less to household incomes and to the economy in general. 

#2: Okun’s Law Coefficient  

Okun’s Law Coefficient (OLC) captures the responsiveness of employment to economic 

performance, that is, whether employment responds positively or negatively to economic 

growth. However, it ignores multiple structural mechanisms that account for job creation and 

job destruction8.  

Based on results by Hanusch (2012) on the experience of countries in East Asia, it is 

reported that OLC varies across countries and across time. In times of crisis, the OLC for the 

agricultural industry in China, Korea and Taiwan is negatively signed, suggesting that 

agricultural employment responds to growth counter-cyclically. But the same is not true 

                                                             
8
 Hanusch Mark (2012), Jobless Growth? Okun’s Law in East Asia, Policy Research Working Paper 6156. 
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during periods of economic stability. OLC for non-agricultural employment, on the other 

hand, does not differ considerably between times of crisis and calm. Again, this reaffirms the 

concept of jobless growth as a multifaceted phenomenon rather than a global one. 

#3: Elasticity of employment to output/ Employment intensity of growth 

The elasticity of employment to output (or employment intensity of growth) gives an 

indication of the number of additional jobs created due to a one per cent increase in output. 

In the World Bank’s 2013 Philippine Development Report9, the country’s elasticity of 

employment with respect to GDP was cited at around 0.54 in 1997-2010, meaning that an 

one per cent increase in GDP was associated with a 0.54 per cent increase in employment. 

Kapsos (2006) presented estimates for the employment-GDP elasticity in Southeast Asia 

(0.42), South Asia (0.36), and East Asia (0.18) over the period of 1993-2003, indicating 

further heterogeneity across regions (and countries). 

Factors of jobless growth 

Jobless growth should not be confused with zero growth in employment. As seen from data 

above, jobs are being created in countries experiencing jobless growth. The problem is more 

nuanced as the concern is on the economy’s inability to absorb new job seekers. This 

section looks at the reasons behind jobless growth – namely cyclical and structural factors - 

in an attempt to blast the myth of no job creation when understanding this phenomenon.  

#1: Cyclical factors 

The business cycle affects the employment-output relationship in a way that respects Okun’s 

Law. When the economy expands and/or recovers from a crisis or a recession, businesses 

create more jobs to meet the increasing demand. The reverse is true when the economy 

contracts following a recession10. However, this relationship is not always instantaneous 

depending on the type of recession. Some recessions are deliberately engineered to cool off 

an overheated and inflating economy as was in the case in the US 1981-1982 recession. But 

the 2007-2009 recession reflects bursting bubbles rather than tight money and thus it is 

harder to end. Recovery following financially induced recessions typically takes a longer time 

(seven years) and the pace of growth is much slower due to pressures for economic agents 

to deleverage. During this time, enterprises are cautious of hiring new staff and may choose 

to retain existing employees, thereby leading to lower and sometimes stable employment 

rates. In addition, an atmosphere of uncertainty may arise in these economies, further 

stalling investments which will in turn promote growth of sustainable enterprises and further 

employment. In fact, Paul Krugman wrote in 2011 “Why is unemployment remaining high? 

Because growth is weak – period, full stop, end of story. Historically, low and negative growth 

has meant rising unemployment, falling growth falling unemployment… what we’ve been 

seeing lately is well within the normal range of noise”11.  

                                                             
9
 Philippines Development Report, 2013, The World Bank. 

10
 Bernal-Verdugo, Lorenzo E., Davide Furceri and Dominique M. Guillaume (2012), Labor Market Flexibility and 

Unemployment: New Empirical Evidence of Static and Dynamic Effects, IMF Working Papers 12/64. 
11

 The Fatalist Temptation, http://krugman.blogs.nytimes.com/2011/07/09/the-fatalist-temptation/. 
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Source: St Louis Fed 

The graph above shows a scatterplot of quarterly data for the United States since 1948. The 

pre-Great Recession observations are recorded in blue while the observations in red are 

from 2008. While the relationship is slightly noisy, there is no strong indication in the data to 

conclude that decent growth fails to create jobs. What is more the problem here is the lack of 

(or perhaps slow rate of) decent growth. 

#2: Structural factors 

#a: Globalisation 

In developing countries, employment might remain relatively stable over the business cycle 

due to self-employment, on-farm and informal work12. In particular, today’s global economy is 

experiencing various drivers of change, unlike those in the past. With increased globalisation, 

countries are inter-connected where a change in one country has vast implications for 

another country on the other side of the globe. These drivers of change such as 

technological innovation, shorter product cycle and fast changing customer needs are 

becoming increasingly pervasive and have begun to shape the world of business today. As 

enterprises constantly strive to survive in this new business environment, a flexible and 

adaptable workforce is crucial to achieving this success. Today, we see more and more 

people employed in various flexible work arrangements such as temporary work, internships 

and part-time jobs. The growth of employment in these arrangements are not sufficiently 

taken into consideration when looking at employment trends, thereby leading to a 

misunderstanding of a country’s ability to create jobs in today’s environment.  

In natural resource-rich countries, growth is driven by higher commodity prices, which in turn 

generates little employment. Hence, increases in output might not be in tandem with those in 

employment. On the other hand, businesses in resource-poor countries are reluctant to pass 

the increase in the price of commodities on to their consumers. This is in an attempt to stay 

competitive and retain their global market shares against the resource-rich countries. Despite 

                                                             
12

 Singh Anoop, Sonali Jain-Chandra and Adil Mohommad (2012), Inclusive Growth, Institutions and the Underground 

Economy, IMF Working Papers 12/47. 
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retaining their market shares and increasing output, these enterprises face reduced 

corporate profitability, which restricts their ability and reduces their desire to create more 

employment.  

#b: Demography 

The phenomenon of jobless growth can also be explained by changes to the workforce, 

primarily in form of a decline in labour participation rate. The labour participation rate is a 

measure of the proportion of a country’s working-age population that engages actively in the 

labour market, either working or looking for work. Thus, it is an indication of the relative size 

of the labour supply. This rate can decline for three main reasons – withdrawal of women 

from the labour market, the rise of discouraged workers and the rise of an ageing population. 

In South Asia during 2007-2011, labour participation has contributed negatively to value-

added per capita growth13. 

India’s National Sample Survey of 2011 showed that net job additions fell from 59.5 million in 

1999-2004 to 1.25 million in 2004-2009, implying jobless growth. But this data was at odds 

with the phenomenon of rising real wages as reported by the same survey. Subsequent 

research indicates that the fall in job numbers has to do with the lack of workers, in particular, 

the lack of women workers. Jayan Jose Thomas14 shows that the major reason for this 

decline was an improvement in the rural economy, which led many women to quit agricultural 

work. In addition to that, estimates show that the spread of education is also partly 

responsible for the declining labour participation rates; most young males and nearly a third 

of women in India are missing from the workforce as they choose to study rather than work. 

The labour force not only leaves out students, but it also excludes discouraged people who 

have been unemployed for long periods of time. The fact that these people no longer 

possess the necessary updated skills for today’s workforce further hinders their ability to get 

rehired. Such discouraged workers are one reason why unemployment statistics can 

underestimate the true demand for jobs in the economy. 

In some developed countries, the problem of jobless growth points to the rise of an ageing 

population. As workers move into their late fifties, they are more likely to retire and drop out 

of the labour force, reducing the labour participation rate. In this sense, a rising proportion of 

retired population could mean that fewer new jobs will need to be created in the economy in 

order to get the jobless back to work while keeping up with population growth. 

#c: Technology 

Structural reforms and changes may also be attributed to jobless growth. For instance, the 

switch from labour-intensive industries towards capital-intensive industries resulted in a 

substantial substitution of labour by technology during industrialisation. In the 1990s, 

economic growth in the transition countries of Eastern Europe was driven, in large measure, 

by higher labour productivity rather than more employment as countries moved resources 

across and within sectors, invested in capital and adopted new technologies15. Countries 

emerging from a crisis may face similar structural changes. For instance, many companies 

face difficulties in fully recovering due to structural changes 16. In this event, these companies 

lose their competitive edge, as demand is lost for their products or services. This decrease in 

                                                             
13

 The myth of jobless growth, http://www.livemint.com/Opinion/Nz3s3EZAECpzXYvtKihodM/The-myth-of-jobless-

growth.html. 
14

 Economic growth that is not really jobless, http://www.livemint.com/Opinion/boaY8zh2eH0Z3JOqe9qRfM/Economic-

growth-that-is-not-really-jobless.html. 
15

 Enhancing Job Opportunities, 2005, The World Bank. 
16

 Jobless Growth : Are You Prepared? http://www.investopedia.com/articles/economics/10/jobless-growth-economy.asp 
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demand may be attributed to an increase in entirely new products or services, which can 

additionally be produced at lower costs, or to a switch in the company’s own niche products 

or services. In both cases, the companies are unable to recover and their employees face 

retrenchment. In addition, the employees’ circumstances are further exacerbated as they are 

unable to find similar jobs in their line of work.  

Technological improvements have led to widespread fears of ‘technological unemployment’ 

due to fears of machines replacing people for jobs through automation. According to 

economists Brynjolfsson and McAfee, automation is rapidly moving beyond factories to jobs 

in call centers, marketing and sales and other services-related sectors, which are the sectors 

that increasingly provide more jobs in the economy17. As companies resort to using more 

machines, employment does not continue to expand. 

#d: Labour market mismatch 

Many researchers have pointed to labour market mismatch as one of the reasons for 

persistently decreasing employment trends. Job growth polarization, industrial reallocation 

and organizational restructuring create a severe mismatch between available workers and 

appropriate job opportunities. Unemployed workers are forced to look for jobs in different 

occupations, industries and locations. 

A look at US employment opportunities in the last three decades provides tangible evidence 

of job growth polarization as job creation is concentrated in relatively high-skill and high-

wage jobs rather than in low and medium-skill routine jobs. In addition, some routine jobs 

have been replaced by automation. Job opportunities have also significantly reallocated 

between industries. For instance, the 2007-2009 financial crisis had severe impacts on the 

industrial structure in the US wherein employment in the construction industry dropped 20 

percent while job opportunities in the financial industry fell 6 percent. Economists believe that 

a portion of these job losses are likely to be permanent18. 

Organizational restructuring, which leads to an elimination of unnecessary labour, especially 

in small enterprises, also creates structural changes to job opportunities. According to Citi19, 

small firms lost proportionately more jobs than larger firms. In addition, they also take longer 

than large firms to rehire. Moreover, they are more likely to fold during economic recessions, 

thereby leading to permanent job losses. Re-creating these jobs takes much longer than 

simply rehiring, thereby creating the phenomenon of jobless growth in these industries and 

enterprises. 

Stakeholders’ response to jobless growth 

Employment has both a cyclical and a structural component. Macroeconomic policies are 

more likely to affect the cyclical component of employment by stimulating aggregate demand. 

On the other hand, structural policies are needed to deal with the structural rigidities that 

cause jobless growth. As jobless growth is caused by both cyclical and structural factors 

resulting in the inability of economies to absorb additional new jobseekers, solutions to this 

problem are in the form of multidisciplinary instruments. These instruments can be used 

either alone or alongside other instruments in order to stimulate employment at a higher rate 
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 More jobs predicted for machines, not people. New York Times. 

http://www.nytimes.com/2011/10/24/technology/economists-see-more-jobs-for-machines-not-

people.html?_r=1&hp=&pagewanted=print[10/24/2011. 
18

 Jobless recoveries: Causes and Consequences. http://www.stlouisfed.org/publications/re/articles/?id=2091#2 
19

 Does Size Really Matter? The Evolving Role of Small Firms in the US Economy, December 2012, Citi Research.  
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than that of output growth. As simplistic as these instruments may appear, their adoption to 

country and industry specificities remains challenging. 

#1: Macro instruments (fiscal, monetary, trade) 

Weak global demand is one barrier to further growth as it suppresses the ability of 

households to consume more and in turn fuels demand pressures towards increasing 

employment. Fiscal policy stimulus is one approach to increasing demand within a country, 

thereby contributing to the increase in global demand. But, according to country specificities, 

policymakers will require additional levers to ensure stronger growth without compromising 

jobs.  

Monetary and trade policy stimulus can also encourage investments in specific industries 

that are experiencing higher output growth, through a reduction in interest rates or 

devaluation of the local currency, respectively. This will foster confidence in these industries, 

promoting further investments which can in turn promote employment growth.  

#2: Market instruments (competition policy, market restrictions) 

Employers should respond according to whether the economy is ‘turning the corner’. The 

idea of ‘turning the corner’ refers to the possibility that a sudden change in environment in 

the form of either substantial restructuring and/or productivity improvements made, will slow 

down thereby reducing the capacity of the economy to absorb workers presently and further 

increases in output will rely on more horizontal expansion. If the economy is indeed ‘turning 

the corner’ the best response would be to react to market signals. This would mean creating 

enterprises in new industries that are in demand. This might require a shift from industrial to 

tertiary sectors. Indeed, the feasibility of responding to such signals would not be complete 

without some coordination and support by the national governments. National governments 

could plan training and education programmes to meet the demand for labour by these new 

enterprises as was previously attempted in East Asia. Retraining programmes could be 

useful in preparing employees for transitioning into uncharted new industries. In addition, 

such programmes could also be extended to the long-term unemployed so as to revitalise 

their skills in order to integrate them into new, expanding sectors. 

On the other hand, when the economy is undergoing a more persistent problem of jobless 

recovery, there is a greater need for employers to cooperate with workers, national 

governments and international organisations to create an environment conducive for job 

creation. In countries experiencing persistent and more serious jobless growth, it is key to 

create an enabling business and development environment, to support the SME sector, 

readdress the mismatch between jobs that are created and qualified workers, and factor in 

the external (and internal) environment. 

In particular, the rise in competitiveness in emerging and low-wage countries further pushes 

enterprises to undertake cost-cutting measures in order to remain competitive. Employers 

have to encourage innovation in their enterprises to compete in terms of quality rather than in 

terms of price. As low-wage countries like China, Brazil and India offer cheap labour and 

hence products at a cheaper cost, these countries are able to procure larger global market 

share as a result. However, advanced countries can always regain market share by opting to 

be competitive in terms of quality and by restructuring and investing in innovation and R&D.  

#3: Framework instruments (infrastructure, legal, education) 

While some countries face a shortage of right-skilled people for jobs, other countries 

misallocate workers to jobs for which they are overqualified. A good combination of skills and 

job vacancies is necessary in resolving this problem to some extent. South Africa has an 
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under-performing education system, which does not produce enough skilled labour, while 

countries like Tunisia and MENA face challenges in matching the right-skilled individual to 

the appropriate job. In the case of countries facing skills shortages, one solution would be to 

build up an appropriate school system that can meet the requirements of the labour market in 

terms of skills and experience. Apprenticeship programmes and internships are one way to 

introduce school-to-work experience into the curriculum. Flexible work arrangements can 

also be used by companies to remain afloat and help labour ease their transition into 

permanent positions rather than being unemployed. 

The skills mismatch cannot be easily resolved. Active labour market policies can be 

implemented to enhance the efficiency of labour markets by improving information and 

coordination to match unemployed people with available job vacancies and encouraging 

appropriate training and retraining.  

Funding labour-intensive infrastructural and agricultural projects in developing countries can 

be another means to address the problem of jobless growth and this was proposed by the 

Senator of Philippines in June 201320.  Such improvements to the agricultural sector can 

boost the productivity of farmers and also create further jobs in this sector. This ensures that 

not all workers need to move to and be only hired in the manufacturing industries and that 

the rural economy can be stimulated to absorb some of the workers with lower-skills.    

#4: Structural instruments (labour laws, workplace regulations) 

#a: Creating an enabling business and development environment 

To enable an environment that is conducive to business and development, employers need 

assistance from national and international agencies. These partnerships should lead to a 

reduction of “red tape” regulations, especially those related to hiring and firing; 

comprehensive support for SMEs and the informal sector; the removal of barriers to enter 

into markets; infrastructure capacity, reduction of crime and corruption, and improved access 

to credit. Some of these propositions are applicable to developing and emerging countries 

while others are more relevant to the advanced countries21. According to UNIDO (2008), one 

of the main reasons for the lack of rapid economic development in the sub-Saharan region is 

a poor investment and business climate22.  Thus, there is a need to encourage potential 

investors to the region by providing a more favourable and attractive business environment. 

For Spain, on the other hand, the need is more for modifying regulation to create a more 

dynamic business environment. One policy consideration proposed by the ILO23 is to adjust 

the administrative regulations that restrict business dynamism. In particular, ILO believes that 

bringing Spanish regulation for starting a business in line with EU standards would help to 

sustain economic recovery in the short term while accommodating a more dynamic business 

environment in the long term. That said, regulations regarding business dynamism is not only 

limited to administration and these other forms of regulations also need to be revisited and 

relaxed if need be to facilitate greater business dynamism. 

In some instances, inducing the unemployed to become entrepreneurs rather than seeking 

informal jobs might be another way to create jobs in the formal sectors. This might involve 
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partnerships between various national and international agencies on the administrative and 

fiscal provisions necessary to support entrepreneurship. Such provisions could also be 

applied in various degrees to the developing countries that need to instil a stronger culture of 

entrepreneurship and by advanced economies that require more provisions that give support 

to small rather than big firms. 

#b: Supporting the SME sector 

The SME sector is one of the most viable areas for creating employment. This is not only the 

case in the advanced countries, as more emerging and developing countries are 

understanding the potential of the SME sector in kick-starting job creation. Expanding the 

SME sector to help absorb labour spill-over from large enterprise downsizing activities can 

help to limit the informal sector and keep the retrenched from being discouraged or from 

losing their skills and experience..  

The concerns of the business community differ by country. For instance, the main concern 

for South Africa is that the majority of small businesses do not remain competitive long 

enough to pass on the benefits to their respective communities and the economy in 

general24. In this case, the aim for the business community is to work in tandem with other 

SMEs to organise workshops and exchanges to diffuse lessons and best practices based on 

individual experiences. This would also allow SMEs to bond and pool their resources better 

to resist external threats to their existence. 

The US could also better exploit the potential of SMEs in combating jobless recovery. 

According to Citi Research25, small firms account for almost half of private employment and 

output and a greater portion of job creation. These small firms are particularly dominant in 

the construction and real estate sectors, where they account for more than 75 per cent of the 

output. The marked weakness of these sectors has been a major factor, according to this 

research, in diminishing the impact of the Federal Reserve’s easing of monetary policy. In 

addition, these small firms are under extreme duress, further inhibiting their ability to create 

jobs in the midst of a recovery. Despite these difficulties, these firms continue to contribute to 

almost 60 per cent of the US job creation. This implies that the key engine of job growth is no 

longer the gradual expansion of small firms over time, but rather entrepreneurism and the 

rapid growth of young firms. In this light, public policy should be geared more towards 

encouraging entrepreneurship and the creation of small businesses, rather than to 

supporting small businesses per se.  

Conclusion 

Countries facing cyclical factors behind jobless growth can extensively use the various fiscal 

instruments to combat and address this problem. However, in most countries, the problem 

seems more of the structural kind, which requires the use of structural instruments. In some 

cases, structural instruments alone might not be adequate and this is especially the case 

when stimulating the growth of SMEs. While SMEs have the potential to increase an 

economy’s capacity to absorb more labour, framework constraints in the form of strict 

regulations on doing business (as encapsulated by the Doing Business Indicator by the 

World Bank) and the regulations pertaining to the size of these firms constrain the growth of 

the SMEs themselves, thereby hindering further employment growth. For instance in France 

and Canada, evidence suggests that companies try not to exceed a certain employment 
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threshold to avoid heavy regulatory burdens26. While the above represent guidelines for 

employers and the business community to better combat the problem of jobless growth, 

employers require a more detailed analysis of the problem as well as a mix of instruments 

and support from national and international agencies to be able to contribute towards job-rich 

growth. Organisations such as OECD and ILO have a key role to play in furthering their 

research in this area in order to better address the diverse manifestations of jobless growth 

being confronted by individual countries and sectors. 
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