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I.  INTRODUCTION

In the two decades between the first and the current second oil boom, the region exhibited negative average real per capita growth rates, rising unemployment rates, and a growing gap in income distribution within and across the countries of the region.  With lower oil rents, the rate of funding for the social infrastructure was reduced in parallel. Investment rates also fell to 16 per cent in 2002 and average productivity per worker was somewhere on the scale between steady and declining, whilst intraregional trade remained low, at around 10 per cent.  On the whole, however, the Economic and Social Commission for Western Asia (ESCWA) region remained an excess saving region, whose extra funds were continuously channelled abroad for reasons of alleged low-absorptive capacity or for regional security considerations. Yet while the current oil boom represents a welcome opportunity to entrench the welfare gains of high growth, the principal link between growth and poverty alleviation – employment creation – has remained weak.  Moreover, the spurt in oil prices has brought with it rising regional tensions. Equally importantly, weak and fragmented labour organizations have facilitated commerce that is fuelled in part by poorly paid foreign labour and nominal industrial wages, while permitting the service sector to sink to below reservation levels.  Furthermore, from a development perspective, the pervasive threat of conflict could burden these very institutions, further weakening them. There is a pressing need for national development agencies to assume a stronger labour representation component in a context of full national sovereignty, in order to avoid the so-called ‘unemployment trap’. The purpose of this paper is twofold: firstly, to examine the regional dimension of unemployment and secondly, to chart the policy terrain with a view to enhancing employment creation in the ESCWA region, while keeping in mind that the region needs to retain its financial and human resources, bridge the gender gap, meet the requisites of development as a human right and achieve its objectives under the Millennium Development Goals.  


Unemployment rates, especially youth unemployment, have responded poorly to the current period of economic growth and have remained critically high.  Secondly, and more importantly, the conflict zones in Iraq and Palestine remain in a dire state.  With respect to the first issue, during a three-year period that witnessed a cumulative growth rate of seventeen per cent, the corresponding fall in unemployment was merely 2 per cent.  In a region with the highest global unemployment rate, this weak response to growth in terms of job creation points to deeper reasons associated with the nature of the accumulation process that disrupts the intermediation between economic prosperity and social development. Unruly social theorists speak of a demographic transition and overpopulation as one major cause of regional unemployment. Viewed from a static perspective, indeed, it could be said that the ESCWA region is overpopulated. However, relative to its huge wealth and under-utilized capital resources, the region is not overpopulated.  Had all the regional resources been reinvested in ‘peace-time’ conditions, economic growth would have increased and the demand for labour would more than exceed the current labour force, probably creating a genuine demand for additional extraregional labour.  


But that was not the case. A significant portion of the resources of the region are abroad or serve to maintain security, while with the presence of about ten million extraregional workers employed at relatively low wages, unemployment continues to rise.  The recent excess in savings over investment in the Gulf States alone has been calculated at more than 500 billion dollars since 2002 and has totalled more than two trillion dollars since 1971.  The reasons for this gap between available resources and the low rate of resource utilization go beyond a price incentive that allocates resources.  The very small market structure that is oil rent-driven holds back regional integration, because the interests of regional and extraregional investors reach their optimal gains at an equilibrating point that greatly reduces the probability of intraregional cooperation. There are also purely internal reasons that constrain regional industrialization and, consequently, higher employment. The alliance between the ‘rentiers’ and the State displays few signs of weakness or of relinquishing a social rapport that has so far worked well for its regional and extraregional beneficiaries.
II.  OVERVIEW

The population growth rate in the ESCWA region has been among the highest in the world in the post-World War II era, reaching 2.9 per cent per annum in 1950-2000. During this period, the population of ESCWA countries quadrupled to 200 million and is expected to reach 240 million around 2015.
  Population levels in the region are not expected to stabilize for at least another five decades.
 Between 2000 and 2005, the population growth rate in the region declined to 2.5 per cent per annum, but this continues to add nearly 
5 million people a year to the regional total, and such population pressures can create significant short-term problems for social welfare provision. 


Due less to the demographic pressures cited above, and more to the preponderance of rents, low labour shares, lack of emphasis on productive investment, and weak regional integration, employment growth in the ESCWA region has been too slow to absorb the growth of the workforce, resulting in a significant increase in rates of unemployment and underemployment, especially among the youth. While it is difficult to provide reliable statistics, widely-accepted estimates put the overall unemployment rate in the region in 2008 at 
13 per cent, while youth unemployment stands between 25 and 30 per cent.  These figures are approximately twice as high as the international average. In conflict areas in Iraq and Palestine, unemployment rates in 2004 were 27 per cent and 29 per cent respectively.
 Worse still, in 2005 youth unemployment rates in Jordan and Egypt were 3.6 and 5.9 times the adult unemployment rates respectively. An egregious example can be seen in Qatar, where the youth unemployment rate in 2005 was 22 times the adult unemployment rate.
 


Moreover, real wages in the ESCWA region have been flat for the best part of the last two decades.
  The basic problem can be explained simply. If the economically active population grows 5-6 per cent per annum and productivity growth is only 1-2 per cent per annum, the economy needs to grow 6-8 per cent 
per annum merely in order to stabilize the labour market.  This is much higher than the regional growth rates achieved in the recent past. Higher growth rates still would be needed to absorb the unemployed after a significant period of economic underperformance.
  In concrete terms, some 35 million jobs must be created in the ESCWA region in the next ten years, and up to 100 million in the next twenty years, simply to maintain current conditions in the labour market.

III.  CONVENTIONAL VIEWS AND POLICY PROPOSALS


Conventional analysis
 holds that the structural features of the labour market in the ESCWA region have been shaped by the macroeconomic policies implemented since the 1940s and, most evidently, since the oil boom of the 1970s.  During most of this period, there was an excessive reliance on the public sector to distribute resources, provide economic and social infrastructure (including, for example, health, education, and transportation facilities), induce and maintain domestic economic dynamism, and absorb the impact of fluctuations in oil prices.  That absorption has been done, notably, through the deployment of the public sector as the de facto employer of last resort, particularly in the countries of the Gulf Cooperation Council (GCC).  There, and, to a lesser extent, in other countries in the region (Egypt and the Syrian Arab Republic, for example), public sector employment has been a substitute form of social protection. Although this strategy may be justifiable during relatively stable periods or in brief downturns, and despite the fact that it delivered some of the highest growth rates in the world between 1965 and 1980, this ‘social contract’
 is highly dysfunctional over the long term, in periods of sharp volatility, or if the price of oil declines significantly. 


In the long term, excess State intervention leads to misallocation of resources, a rising incremental capital-output ratio, the proliferation of rent-seeking activities and persistent economic underperformance.  These distortions tend to reduce the capacity of the economy to create productive employment and to numb the response of the economy to labour market pressures.  These rigidities cannot be compensated by the protection to domestic activities afforded by tariffs and other trade restrictions.  Eventually, the State itself becomes unable to absorb the growing pool of the unemployed, with predictable consequences in the form of underemployment, informal employment and the marginalization of a growing section of the population.  Furthermore, the faltering dynamism of the economy prevents the generation of new economic activities that could offer alternative sources of employment and wealth creation.


In order to overcome these problems and generate enough jobs to address the employment crisis in the ESCWA region, analysts recommend the introduction of ambitious policy reforms.  These include opening the local private sector to stronger international competition, while strengthening the institutions that support markets, encourage investment and stimulate productivity growth.  The positive impact of this competitive shock on employment can be maximized through targeted labour market reforms including, for example, more flexible labour market regulations to enable firms to respond more promptly to market signals, and with greater certainty.  In order to support and sustain this process, the role of the public sector needs to be modified. It must provide a sound physical and institutional infrastructure for the functioning of markets, rather than simply being the purveyor of jobs primarily for the better-off.

IV.  SHORTCOMINGS OF THE CONVENTIONAL PERSPECTIVE

The previous section has shown that, for the mainstream, the process of structural adjustment (infitah) in the ESCWA region has been hampered by labour market and real wage rigidities, and that the availability of public sector employment has shielded privileged segments of the workforce from market pressures.  While it is claimed that such distortions have reduced investment and productivity growth, and led to insufficient employment creation in the region, such claims are not strongly supported by the available evidence. Furthermore, the role that regional security issues play in shaping priorities in resource allocation is frequently sidelined in the conventional view.


The labour markets in the ESCWA region are structurally flexible at three levels.  First, even in those countries where the labour market is apparently tight, the supply of workers remains elastic, because it is always possible to import additional workers from the rural or informal sectors, from the pool of discouraged workers or from overseas (to where, in less favourable times, they can be returned).  Second, the ESCWA economies have shown a high degree of real wage flexibility in recent years. A large part of the burden of adjustment in these countries has been borne by workers in the formal sector, who have been penalized through real wage cuts, falling employment rates and a reduction of the share of wages in value added.
  Third, the public sector has often spearheaded the process of wage compression and ‘flexibilization’ of the workforce in ESCWA countries.  In sum, the so-called ‘rigidities’ of the labour markets in the ESCWA region, where they actually existed, have in fact had an important stabilizing and employment-creating effect during the adjustment period.
 


The complexity of the labour markets in the ESCWA region is hardly surprising. It suggests that rapid labour market liberalization (or, more precisely, the shift to neoliberal modalities of regulation of the labour market) in this region could be costly and severely destabilizing, and could compromise social welfare.  At the same time, there is no guarantee that the neoliberal reforms would raise the level, quality or productivity of employment. In other words, unfettered market processes cannot tackle rapidly or cheaply the structural problems of insufficient employment generation in the ESCWA region, nor address the mismatch between the available skills and the labour market demands. In fact, it is possible that further labour market liberalization would worsen the social fractures in the region. 


Conventional policy reforms are also flawed at a deeper level. First, they ostensibly aim to create an environment that, in the economic sphere, provides a ‘level playing field’ (which is, however, never clearly defined) and ‘sound fundamentals’ for the operation of markets.  This is not only problematical and vague (and thus endlessly open to interpretation) but also insufficient to support sustained rights-based economic growth.  Second, the mainstream agenda carries the (generally implicit) corollary that ESCWA member countries must shift their social base towards a narrower coalition, in which the emerging class of entrepreneurs must figure more prominently than has been the case to date.
  This is a tall order, based on an interpretation of the political economy of the ESCWA region that is neither internally consistent nor, ultimately, conducive to socially-desirable outcomes.  Third, the mainstream approach is analytically inconsistent, since it focuses inordinately on short-term stabilization while undercutting the basis for 
long-term growth, especially as it undermines long-term payoff that would accrue from integrated social policies.

V.  SEARCHING FOR ALTERNATIVES 

The above sections have shown that the trajectories of unemployment and underemployment in the ESCWA region are closely related to the development strategies and neoliberal adjustment policies implemented there. In the long term, these strategies have consolidated highly unequal social structures, while short-term adjustment policies have been driven primarily by the scarcity of foreign exchange (as is the case in the more diversified economies [MDEs]) and by concerns over rampant economic inefficiency, irrespective of how this has been defined. As construed in conventional discourse, unemployment in the ESCWA region combines both structural and cyclical features; that is, there are structural mismatches between labour supply and demand in key markets (these are especially evident in the countries of the GCC, where they arise as a result of torpid growth in diversification allowing for the capitalization of labour), as well as unemployment resulting from demand deficiencies or short-term macroeconomic fluctuations.
 


This is insufficient. The most important structural factor explaining the reproduction of unemployment, poverty and vulnerability in the ESCWA region is its mode of integration into the world economy, in particular its heavy reliance on rents and unrequited transfers (oil and geopolitical rents, the Suez Canal in Egypt, aid and workers’ remittances in most MDEs)
 and its massive import dependency.  At the macroeconomic level, this mode of integration generates a significant vulnerability in the oil-rich economies to shifts in the price of oil and to symptoms of Dutch Disease (only the symptoms, not the range of outcomes, as explained in the previous Survey),
 and to resource leakage through the export of savings, high defence expenditure and capital flight.  In contrast, vulnerability in the MDEs is primarily due to the structural imbalances associated with import dependency and low value added production, insufficient export diversification, the unreliability of labour remittances and the heavy burden of defence spending. 


This combination of forces has created powerful tendencies towards the proliferation of unemployment, poverty and inequality. These include institutional processes that intensify social and cultural differences in order to secure the exclusionary appropriation of oil, transport, agricultural and other rents. While in the past such appropriation tended to favour the military and the technocrats, since the infitah, wealthy entrepreneurs have tended to gain most.  These poverty- and inequality-generating institutions and processes include the labour market structure, the tax system, property rights and inheritance laws, the shortcomings of the public health and education systems and the administrative machinery of the State.  The continuing importance of these structural features shows that, in spite of the good intentions of many political regimes towards the welfare of the poor, most ESCWA economies tend to be structurally 
biased against this social group. By the same token, most ESCWA Governments tend to avoid the task of transforming the social, economic and political structures that produce inequality into rights-based, 
equality-generating structures. These will be examined in detail below.
VI.  EMPLOYMENT PROGRAMMES IN THE ESCWA REGION

Higher levels of employment and higher wages are essential to improve the welfare of the majority.  However, given the potential implications for profitability, investment and (in the case of public sector employees) the fiscal balance, wage growth cannot exceed productivity growth by a large margin and over long periods.  There is no ready-made solution to this dilemma, and short-term and sector-specific answers will have to be negotiated periodically.  In general, however, maximum leeway must be maintained for improvements in wages and equity through sustained productivity growth and centralized negotiations between workers, employers and the Government, in order to strike a balance between wage increases, productivity growth and economic stability. Instruments available to support the achievement of rights-based outcomes include targeted credit, export and employment incentives; import policies; public sector intervention; and regulation of negotiations. 


In general terms, gradually raising average wages while reducing the import share of the region will benefit not only low-paid workers, but also the most productive firms, especially in capital-intensive sectors, as these firms capture profits associated with a greater market share, thereby raising productivity, while their less efficient competitors will face losses.  Export incentives, targeted credit and selective import protection will support the adjustment of labour-intensive sectors to the new policy regime, while offering alternative avenues for profitability and growth. Finally, public funds should be used to retrain workers unemployed as a result of the bankruptcy of inefficient firms or the declining availability of low-paid jobs, in order to enable them to find more productive and better-paying employment elsewhere. Such medium-term policies will help to raise productivity, increase the flexibility of the labour market and reduce structural unemployment, while creating incentives both for exports and long-term productivity growth in the economy.


The employment of workers from outside the region must be regulated and they should be guaranteed decent jobs, where those jobs are productive, necessary and cannot be filled within the region.  The regulation of regional labour markets can usefully draw on the experience of the European Union, which secures the right of regional workers to seek employment anywhere in the region, while reserving the inflow of other workers to areas of particular need.  This policy is not simply aimed at generating employment within the ESCWA region; it will also reduce the leakage of wages and consumption from the region, while helping to support the development of its manufacturing and services industries.  This shift in the structure of regional labour markets should draw not only on regulation, but also on incentives for firms that hire young workers, offer early retirement schemes and promote gender equality and equal opportunities.
  In addition, loan facilities and institutional support – in particular, simplified procedures for the registration of new businesses – should be made available to new entrepreneurs.


Public work programmes (PWPs) can provide low-paid temporary jobs for relatively disadvantaged groups of workers, especially unemployed, underemployed, unskilled or semi-skilled workers.  Despite their potential advantages, which make PWPs especially useful in times of economic distress, these programmes are limited for several reasons. First, there is no inherent incentive to deploy workers productively, or to raise the productivity of labour over time.
  Second, empirical assessments show that PWP participants are less likely to obtain an unsubsidized job and they tend to earn less than individuals in control groups.  These programmes are also unlikely to improve either the employment prospects or the wages of young workers. 


The situation is similar with active labour market programmes.  Their impact and cost-effectiveness depends not only on their design, but also on the overall macroeconomic framework in which they are implemented.
VII.  THE REGIONAL DIMENSION

While there may be some scope to raise domestic resources to support the pace of capital accumulation needed to achieve employment and welfare targets, a reallocation of resources between capital-endowed and capital-scarce regional economies is also necessary.  The logic for the dependence between oil exporting States and those with diversified economies is no longer a matter of oil-rich States handing out subsidies to the less resource-endowed.  From what has recently emerged as a result of the successive wars in Iraq, the financing of the first Gulf war, the refinancing of the second Gulf war and the recent setbacks to the rebuilding of Iraq,
 it is clear that the Gulf States have more than a simple benevolent inclination towards their less financially-endowed Arab neighbours.  The Gulf economies are closely tied to the diversified economy in a relationship that is simultaneously interdependent and challenging. However, events have shown that it is the interdependent facet of the relationship that has been more to the fore in recent years. At the heart of the matter are three principal themes that drive support for the growing interdependency argument: 


(a)
Political tensions and economic problems increasingly frequently represent a shared burden between member countries and it is, therefore, no longer conceivable that an event in one Arab country will not affect another;

(b)
With high growth volatility in the oil exporting States and steadier growth in the MDEs, it has become evident that closer integration reduces the volatility of oil economies to fluctuations in oil prices/revenues and enhances the growth prospects of oil and non-oil exporting countries alike;

(c)
The events of 11 September 2001 in the United States of America have cast doubt on the belief that Arab capital abroad is perennially guaranteed.  These reservations, or feelings of insecurity on the part of Arab investors abroad, whether real or perceived, represent a point of inflection in the developmental prospects of the region.  By 2002, Saudi Arabia had reduced its capital transfers abroad by two thirds and its investors had also repatriated funds and earnings.
  An opportunity exists in the developmental options of the region to close the cycle by which Arab capital is siphoned off, never to return to the region for investment. 

The ESCWA region is able to harness sufficient resources to meet the challenge of development.  Already, the savings output ratio in the Gulf economies clearly exceeds the investment output ratio by about one hundred per cent (double) and, on the whole, the ESCWA region (and the Gulf States in particular) remains a net exporter of capital. Since the contrary is the case in the diversified economies, given sound economic cooperation within a secure investment environment, combined with a rein on extraregional political intervention, the potential for a broader market re-emerges as a clear policy alternative. With few exceptions, precarious trade deficits have persisted in the MDEs, while lower strata incomes in both diversified and oil economies have also held steady at low levels or even declined. Indeed, for the MDEs as a whole, the average per capita growth rate fell consistently in the 1980s and 1990s and only picked up in 2003, whilst unemployment remained high. Trade deficits have also lingered, only showing minor improvements. 

Figure I.  Savings and investment rates in the ESCWA region
(Percentage)




In all, the MDEs continue to struggle under the burden of external debt, volatile trade deficits associated with their limited capacity to maintain current levels of oil exports and balance of payments difficulties, while the oil economies also face high fluctuations of output and a steady dominance of the share of oil in the economy, despite measures aimed at diversification.  The limited attempts at regional integration by the GCC may have alleviated some of the more severe fluctuations in output.  These attempts are, however, limited by the fact that the countries undertaking them have economies that are similar in structure.  Indeed, a freer trade treaty between countries that are dependent on oil exports would do little to attenuate the impact of a change in oil prices on the economies.  For economic cooperation to pay dividends, experience shows that entrants into economic integration frameworks do best when they are diverse in their economic structures. In that regard, the MDEs and the oil economies represent an appropriate match for an economic regional arrangement, certainly one in which the fluctuations of the oil economies are absorbed by the steadiness of growth in the MDEs.  Nevertheless, this does not address the question as to whether a shift in resources, solely on economic grounds, from the Gulf would be worthwhile for rich Arab investors.
VIII.  WHY A SHIFT IN RESOURCES WOULD WORK FOR ALL

In a purely economic context, what would it take to lift average growth in the ESCWA region from a mere three percentage points to six without the dominating role of oil?  This issue can be addressed using a simple two-gap model by shifting certain resources from oil producing economies to non-oil economies.  The initial injection should produce a push in investment such that both supply and demand move up and clear the market at a higher income level.  As a result of existing or increasing economic integration, incomes in both MDEs and oil producing States move upward, although in the latter, growth occurs with a lagged effect.
  What results from this exercise is a situation in which increasing income and the ensuing rise in savings attenuate dependency on external financing in the MDEs over time.  In roughly a decade, a virtuous circle is established, dramatically reducing the dependence of MDEs on foreign capital.  In turn, the Gulf States, due to the same or similar levels of integration, experience higher and steadier growth rates.  As always in exercises of this nature, we are keenly aware of the shortcomings of this analytical model. However, this remains a highly abstract endeavour whose purpose is to expose the internal capabilities of ESCWA economies when all extraeconomic factors are assumed constant.  


Estimating the level of financing needed to reach a 6 per cent target of growth over a given period requires prior knowledge of idle production capacity; the impact of investment on production capacity, productivity, foreign trade and balance of payments; the domestic savings rate and its response to income growth; and the extent to which capital inflows are used for real resource transfers. Simulations of this nature are best conducted at the country level, because any of the variables could differ significantly between countries, causing distortions in the data. In the case in point, the exercise will be applied to the MDEs only, using a simple two-gap approach solely in order to illustrate – but not assess – the resources that ESCWA economies may require to grow at a faster rate.  The objective is to ensure that ESCWA economies have enough of an impetus from within to regenerate the conditions for an expansive and growing economy.  This might be the only way to break the vicious circle of weak economic fundamentals and poor growth that currently characterizes the ESCWA economies. 


During the period 1997-2000, the MDEs as a whole received an average net capital inflow, including grants, amounting to 10 per cent of their combined gross domestic product (GDP), while their annual growth rate stood at 3.5 per cent.  A little over 70 per cent was allocated to the financing of real resource inflows (i.e. current account deficits, excluding grants), while the remainder was used to offset financial transactions, including net capital outflows and reserve accumulation.  During the same period, investment amounted to some 22 per cent and domestic savings to 16 per cent of the combined GDP of these countries, with the gap being financed by net capital flows from abroad.  Estimates based on the Latin American experience suggest that, in order to sustain a 6 per cent growth, an investment rate of some 28 per cent of GDP is needed.  For less advanced economies, lower rates of investment may be needed to attain a given rate of growth than for more mature economies, particularly where there are underutilized human and natural resources.  In figure II below, it is assumed that an investment rate of 32 per cent of GDP would be needed for the MDEs to sustain a growth rate of 6 per cent. That is a rise of eight percentage points on the investment rate of the year 2000.


The simulation used in the above investigation shows that as resource injections taper off, the region as whole (both MDEs and oil economies) rises to the 6 per cent growth level and holds steady.  The initial resource requirement – 9 per cent of GDP – declines to about 5 per cent in two years and in ten years the MDEs become capital exporters. It should be noted that throughout the ten year period, output in both the MDEs and the oil economies is carefully calibrated to hold at 6 per cent.  The effect of growth in income on savings is readily apparent from the graphic.  The intermediate- to long-term payoff is positive for both oil economies and MDEs.
Figure II.  Stylized facts on the impact of resource transfers from the oil 
economies to the more diversified economies*


*  Vertical axis represents ratios and percentages and horizontal axis represents hypothetical years.
IX.  CONCLUSIONS

Development under risk represents a collective challenge to the region. Because each and every ESCWA member country would stand to benefit from the spill-over effects of political or oil shocks, the modus operandi for handling the possibility of further crisis must be concerted collective action.  Bringing the interests of social groups in the region closer together via institutional reform should be the starting point in a sequence of measures that set the stage for the conjoint political and economic empowerment of the individual.  In the order of priorities, the prevailing unemployment problem must be tackled in the short term via the redeployment of idle public resources to lesser-endowed regions within a country and, in the longer term, through the gearing up of regional investment to employ regional labour. 


The uneven pace of development in the region is not one in which the benefits for some, arising from the losses of others, will last.  The long-term trends indicate that negative external shocks and the “neighbourhood effect” harm everyone. It may be the case that certain countries may earn benefits from trade arising from the conflict in Iraq, but, conversely, the long-term growth rates of nearly all member countries in the region have been below the global average for the developing world.  Furthermore, when the greater risks resulting from the social and political spill-over effects of conflicts are considered, the probability of a major slide increases.  In a region whose principal economic drawback stems from low rates of investment in infrastructure, plant and equipment – issues that rely heavily on stability over the long term – the losses from conflict remain irredeemable. Concerted regional efforts are required to promote regional stability and long-term investment projects.
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** NOTES ON A REGIONAL UNEMPLOYMENT STRATEGY **





Abstract





	For the regional unemployment rate to remain in double digits for more than a decade and then respond poorly to the recent fervour of economic growth rates implies that there is something fundamentally flawed with current policies. If it were a question of macro fundamentals, then, in the current oil boom, these are well positioned: fiscal accounts are in surplus, inflation rates are under control and reserves are high when capital and trade accounts are wide open. Yet despite that, unemployment rates and income distribution measures remain poorly-placed globally, falling into the most acute category. Given the preponderance of rents, the remaining productive economy and its capacity for employment generation cannot keep pace with the rate of growth of the labour force, nor is it able to fully absorb current levels of that labour force. Unemployment is, therefore, broadly cyclical. In fact, public sector employment and declining productivity growth have, to a large extent, been a blessing in disguise, acting as a social safety valve in the absence of unemployment insurance programmes. The welfare implications of this labour market indicate that the trickle-down effect is clearly missing and, more importantly, labour share is excessively low. In order to bring about an improvement in the situation, a policy of employment creation must be central to economic policies, with rent redistribution creating more employment in the short term, and increasing returns diversification giving preferential status to regional capital and labour in the intermediate to long term. Just as importantly, employment policies are best set within a framework of regional cooperation. 





	These measures are not optional: under Article 23 of the Universal Declaration of Human Rights, (1) everyone has the right to work, to free choice of employment, to just and favourable conditions of work, and to protection against unemployment; (2) everyone, without any discrimination, has the right to equal pay for equal work; (3) everyone who works has the right to just and favourable remuneration, ensuring for himself and his family an existence worthy of human dignity, and supplemented, if necessary, by other means of social protection; and (4) everyone has the right to form and to join trade unions for the protection of his interests.  It is therefore this very constituency of those who have these rights to work, yet are unable to exercise them, who should have greater leverage in a regional policy framework.
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