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How to create more and better jobs so as to eradicate poverty has been a key issue for 
policy makers around the world for a long time. Sustainable growth is essential to create 
more productive and rewarding jobs. But growth-enhancing reforms may also lead to 
greater inequalities: unskilled workers without training are less likely to get “good” jobs, 
and in countries lacking minimum forms of safety nets workers tend to be fully exposed 
to the cost of greater labor mobility. In this context, a recent report by the World 
Commission on the Social Dimension of Globalization (2004) called policy makers in 
developing countries -- as well as donors and international organizations – to put 
employment at the center of their development strategy.     

Any strategy to promote better labor market outcomes should start with a diagnosis of 
current labor market conditions, and how these conditions have evolved in countries that 
have undergone major structural and policy changes. It turns out that standard indicators 
used in developed countries, and in particular those related to unemployment, often are 
inappropriate in developing countries. Most workers cannot afford to be unemployed and 
may well be engaged in full-time employment, while remaining in poverty (working 
poor). This may be because they lack adequate skills, or because they cannot afford to 
search for good jobs, or because they live in areas where there is a shortage of good jobs 
and have difficulty in moving to other areas.  

A more complete set of labor market diagnostics needs to be developed in order to assess 
labor market performance and to identify worse-off groups of workers so as to design 
effective policies to improve their welfare. This lecture discusses possible options to 
characterize labor market vulnerability, using existing statistical information.  It draws on 
household survey data in a small sample of developing and emerging economies over the 
past decade to characterize labor-market performances. In particular, it examines the 
“quality” of jobs that different workers have access to, quality being defined by : i) the 
type of labor contract (written, with provision of social security benefits, informal, etc.), 
ii) working conditions; and iii) the level of earnings. It then tries to relate these 
performances to the structure of the economy, labor-market regulation and the macro-
economic evolution of the country.  Finally, it evaluates the implication of labor-market 
performances for poverty, by focusing on the issue of the “working poor” and its link 
with the actual poverty observed at the household level.  


