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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalization, ahd
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socréhgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wdrkn the Employment Policy Convention, 1964 (No2)l2nd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body's Employment andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated emade more operational and today it
constitutes the basic framework through which th@ pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad8s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmithload/dg_announce_en.pdf

2 See the successive Reports of the Director-Gemethk International Labour Conferen@ecent
work (1999);Reducing the decent work deficit: A global challe@001); Working out of poverty
(2003).

®See http://www.ilo.org/gea. And in particuldmplementing the Global Employment Agenda:
Employment strategies in support of decent worksitn” documentILO, 2006.

* See http://www.ilo.org/employment.






Foreword

Wages play a crucial role in determining how e#fiti employment and social protection
programmes can be in terms of graduating peopleocbytoverty. There is a renewed
interest in this area because of a range of witlemiations linked to increased recognition
of the longer term potential of public works pragraes (PWP) and possible employment
guarantee schemes (EGS) in contributing to socmtieption, infrastructure and service
provision, and in making labour markets work moféedively for the poor. These

programmes can be essential instruments for amsive growth path if appropriately

designed and implemented; the wage rates are otfeeahost important design factors
whether the programmes are implemented by privaggadors or public sector agencies.
Appropriate wage levels are also key in fosteringtanable enterprises in these sectors.

Many governments find themselves in a situation rwhéenemployment and other
employment-related problems are continuous chadigrgthey do not occur only in times
of crisis. The jobs crisis is a result of structulaemployment as a result of jobless growth
in many areas of the world with markets unable reate sufficient employment at the
scale required. Developing infrastructure, asseid services that promote social and
economic development is widely used as a tool, drein response to a crisis recovery
plan or as part of longer term, counter-cyclicaptyment policy. Strategically enhancing
employment outcomes of such regular investmenitsfiastructure is one way, which can
also be complemented by specially funded publiclepnpent programmes such as PWPs
and EGSs. These are key instruments that can gk tasprotect the most vulnerable
against different shocks. There is a strong paientinergy between such approaches and
the emphasis on infrastructure development in maegovery plans because of
infrastructure’s strong direct and indirect empl@ynmultiplier effects. Public funding
through regular investments and counter-cyclicansing in infrastructure are already
widely used to expand demand for private enterpriged to create and sustain jobs.

As indicated above, these programmes can play mdigyent functions, and should
therefore be designed with clearly defined objestivSuch programmes are labour market
interventions of which the ultimate aim should beiricrease productivity and incomes,
and indeed make a positive contribution to an sigki growth path, while creating the
often very much needed assets and services, whilrilouting to better employability.
Wage rates have different impacts on a programei@cency and in reaching intended
beneficiaries, and therefore the potential positvenegative impact on those not directly
benefitting need to also be taken into account.

This guide is meant to underpin the policy dialothet is recommended, and indeed
is necessary, to determine the widely acceptabjlectbes of programmes and to ensure
wage determination as part of an efficient programaesign. The guide deals with the
contexts (section 3), data availability and collatt(sections 4 and 5) and data analysis
and presentation (sections 6 and 7) for wage gettind labour supply in public
employment programmes. It furthermore presents sssential considerations (section 8)
complementary to the wage setting issues.



The guide forms part of a broader toolbox of thepEryment-Intensive Investment
Programme (EIIP) in the Employment Policy Departtv@the ILO. The complementary
issues are dealt with at length in this toolboxt tisaavailable to member States and
constituents for capacity building in the area esign, implementation, monitoring and
evaluation of efficient employment generation pemgmes through infrastructure and
employment programmes.

Terje Tessem Azita Berar-Awad
Chief, Employment Intensive Director,
Investment Programme Employment Department
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$1.0 = 7.15 ZAR (South African Rand) in mid-2007
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1. Context and introduction to the guide

5

1.1 Public works programmes, social protection and

improving public assets

There is renewed interest in and commitment to ldpugg public works programmes
(PWPs) and employment guarantee schemes (EGSsyng developing countries with a
view to combining the objectives of generating sherm employment, contributing to
poverty alleviation and creating and preservingastfructure and other assets. The impetus
comes from three main sources. The first is theahstnation effects of large programmes
such as the Trabajar and Jefes programmes in Angenhe Mahatma Gandhi National
Rural Employment Guarantee Scheme (MGNREG®A India, the Expanded Public Works
Programmes (EPWP) in South Africa and the Prodec®iafety Net Programme (PSNP) in
Ethiopia(. The second is the problems of high and persidardls of unemployment,
underemployment and related poverty many developmgntries face. The third is the
urgency to develop public works programmes as anmeadelivering social protection to
the poorest and most vulnerable afflicted by higbkbal food prices and the global
financial crisis in the latter part of the 2000s.

A major problem in most developing countries isvgray inequality in the standard of
living and the related challenges of improving likelihoods of the poor and vulnerable. It
is recognized that to reduce poverty and inequaldpger term inclusive or pro-poor
growth and development strategies are requiredn§S€006). Improving the quality and
quantity of employment are important ingredients soich strategies (OECD, 2009).
However, significant levels of rural poverty willegsist for many years to come and
therefore social protection will be required in thleort and medium term to protect the
poorest and most vulnerable.

One social safety net instrument is paid work ohlipuvorks programmes (PWPs).
The rationale for public works programmes as atrunsent of social protection is to use
public finances and/or external assistance (seblideb et al, 2009):

= to provide employment and incomes for the poor ysieyed or underemployed, and
= at the same time to improve the physical infrastmgcor other public assets which
could have longer term economic and social benefits

According to del Ninno et al (2009), McCord (2008da2012) and Subbarao et al
(2013), PWPs may be short-term relief programmesegponse to natural or economic
shocks, long-term employment creation programmexbsorb structural unemployment or
income augmenting programmes to supplement the alorearning activities of
participants. The above categorization of PWPs aqspto put greater emphasis on the
social protection objective than improvement of lpulassets. Programmes focused on

® While the term “social protection” is used as anowon usage term in this section, it has a moreisec
meaning in the literature. Therefore, it is repthty the term “safety net” in the guide in sectmand later
sections (see section 2 for more explanation).

® The scheme is commonly referred to as the Mah&amadhi National Rural Employment Guarantee Act, the
act by which it was created and hence the abbieniddGNREGA is used

" For more discussion of these programmes see aeloNSubbarao and Milazzo (2009) and Lieuw-Kie-Song
Philip, Tsukamoto and Van Imschoot (2010).

11



efficient creation or maintenance of infrastructassets with employment creation being a
consequence of appropriate labour intensive oruabased methods being cheaper are
also PWPs. The challenges in enhancing the roRV@Ps as social protection instruments
are: (a) to improve the public asset improvememieeis of programmes with a greater
emphasis on the social protection objective, and t¢h expand cost-efficient labour
intensive and labour-based low cost infrastrucpnagrammes to increase their scale and
scope and hence their contribution to social ptimec

1.2 Importance of the public works wage rate

The wage rate is one of the most important desgpecets of PWP based social
protection (del Ninno et al, 2009; Devereux, 2002Cord, 2012; Samson et al, 2010, and
Subbarao et al, 2013). In developing public empleytrprogrammes (PEPs), which cover
the spectrum of options from PWPs to EGSs and declactivities other than public
works’, the level of wage rate to be offered and the uatsupply response are important
since they affect the scale and type of their eynmpent and poverty alleviation impacts,
their effectiveness in implementing public worksldhe cost of programmes. The aim here
is to provide a guide on how to conduct wage rat labour supply response studies for
principally rura! public works programmes combining creation of asfructural or
environmental assets and their mainten&heéth employment generation and social
protection objectives, how to present the evideinom such studies and how to use the
evidence in decision making and policy analysidlieworks activities are also referred to
as asset creation or maintenance (or preservatiplaces) in this guide.

The guide draws on the approaches used by the raathoecent studies in South
Africa, Timor Leste and Cambodfaas well as evidence from studies by others on PEPs
and earlier studies by the author in Africa andaAdihe three countries (South Africa,
Timor Leste and Cambodia) exhibit different feasunath respect to the rural economy and
labour market, the nature of the unemployment amderemployment problem and its
relationship with poverty and vulnerability and seas for developing PEPs. As a
consequence of these differences and policy appesaadopted, there are differences in
the types of PEP interventions in place or beingeltged. In addition, there were
differences between countries in the availabilitydata required for the studies and in the
resources and capabilities available for collectimg data. The terms of reference for the
studies also varied.

The differences between the contexts for the studied the different approaches
adopted are highlighted in later sections. Prirlipthe context differences are outlined in
section 3, differences in data availability andextion approaches in section 4 and 5 and
differences in the use of data and analysis in@e@&. Drawing on these differences has
made it possible to demonstrate how the studies lmmnadapted to suit different
circumstances with emphases on different typessuies to be addressed.

8 See section 2.1 for more details on differentiatietween different types of PEPs and the termd fzse¢hem
in this guide.

° The guide focuses on studies for public works mognes in the context of the rural economic anduab
market situation. It can be applied to the urbamtext with some adaptations, for example, to tat@ant of
the urban economic and labour market context.

191n this context, the term “public works” refers“the creation of physical assets of value to comities such
as feeder roads, small-scale irrigation infrastrrest and/or the maintenance of existing infrastmet
(Subbarao, 2013) and environmentally sound infuasiire investments and environmental protectionsunes
(ILO Employment Intensive Investment Programme, Beagji Office for Asia and the Pacific, 2011).

1 These studies are in the list of references adydaand Ahmed (2007), Vaidya (2008) and Vaidya (@Gihd
referred to in this guide as South Africa studyndr Leste study and Cambodia study respectively.
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While the appropriate wage rate is important, & @ be complemented by suitable

policies and measures on the method of paymeninislg, implementation, supervision
and provision of complementary inputs for meeting twin objectives. These aspects are
beyond the scope of this guide but some referenoeade to them, especially in the final
section of the guide.

The benefits which well managed public employmenbgpammes can deliver

(adapted from Subbarao, 2003) and some conditi@gslined for their success are
summarized below (also see Lieuw Kie Song et dlp2€r more discussion on this issue).

They provide transfer benefits to the poor wheeettansfer benefit is the wage rate,
net of any costs of participation incurred by therker. In countries or regions with
high rates of unemployment and underemploymentisteat benefits make an
important contribution to the incomes of householdgh unemployed or
underemployed persons. Many of these householdikalgto be poor.

They may also confer consumption-smoothing or Btalbion benefits depending on
the phasing of the work. If the work is scheduladiry the agriculturally slack
seasons, it will not conflict with demand for lalbdo agriculture. Further, to the
extent that agriculturally slack seasons are adao keasons for poor households, for
example for households of agricultural workers, ome from programme
employment would provide income smoothing.

They are amenable to geographic targeting. Po@saaad communities can benefit
directly from such programmes (i.e. the transfed asonsumption smoothing
benefits), and indirectly from the physical asseteated and maintained, thus
combining the social protection and improvementooig-term growth prospects in
poor regions.

They construct or maintain much-needed infrastmectd economic and social value.
The infrastructure could be local and small scald af direct relevance for the
immediate community or larger projects offering adbenefits. Lessons from
international evidence show that for effective @pien, such projects require
competent management and sufficient technical iapdtsupport..

Infrastructure projects which respond to the locainmunity’s priorities and are
amenable to construction by the local communityhiinited technical support and
supervision and using a local resource-based apiproark better. Examples include
construction, maintenance and repairs of local soadd tracks, small irrigation
canals and community buildings. Larger projects hsues construction and
maintenance of more important roads are very deitldy employment generating
public works programmes but they require a sigaificproportion of non-labour and
technical inputs and should be implemented at harigdministrative level but with
appropriate local participation. A spin-off fromlgic works programmes with local
participation in establishing priorities, selectipgpjects and implementation is the
development of the capacity of local government k@l communities to manage
their own affairs and implement projects.

Programmes can be designed and implemented to mgeoparticipation and
empowerment of women and disadvantaged groups.

If properly designed, public employment programmedl not only offer
employment, income transfer and assets, but thrapginopriate skills training they
can also contribute to better employability andigedion strategies.

The level of the PEP wage rate is clearly imporfantthe transfer and consumption

smoothing benefits. Further, the level of incentitheey offer is important for the
effectiveness of the improvement of public assets.

13



1.3 Plan of the guide and how to use it

In summary, the four aspects that a wage rate amout supply stud§ investigates
are:

= the labour supply response to alternative wage;rate

= the implications of PEP participation for other eomic activities;

= to what extent alternative wage rates target pa®etions of the population, and
= the welfare impact of PEP earnings at alternatisgewates.

The context and the objectives and types of prograsn vary and this has
implications for the appropriate wage rate, thelalsupply response and the other related
aspects (i.e. the welfare impact, implicationsdtiver economic activities and programme
costs).

Therefore, a wage rate study has to be adaptdaetéotal and programme specific
contexts which consist of:

= the local economic, socio-economic and labour mar&editions;

= the objectives of the public works programme talbeeloped or in existence;
= the broader policy context, and

= availability of data and the ease or otherwiseat&dollection.

Studies of this type are not standard appraisahessurement exercises but creative
acts of using some principles and approaches te agmwith findings. Use of judgment is
also necessary in designing the study, arrivinthatfindings and presenting the results.
The aim of this guide is to provide the basic kremigle and introduction to the tools
required to undertake the studies.

In section 2, we set out the terminology to be usedhe guide and review the
different types of PEPs with differing emphasesween objectives and related
implications for wage rates. This review is a bdsisidentifying the types of PEPs for
which the study is to be conducted. Section 3 eglithe principles and issues relevant for
(a) estimating likely labour supply responses terahtive wage rates (the magnitude of
response as well as the types of participants);sétling wage rates for PEPs, and (c)
assessing the effect of the wage rate and the Hahgqply response on a PEP’s welfare
impact and programme costs. Such a review wouleh fitre basis for the labour market,
poverty and vulnerability part of the situation sés for a wage rate study.

The appraisal of the types of PEPs, the labour etagxoverty and vulnerability
situation is the context for setting out the quesito be addressed by the study, its design,
data requirements, the data to be collected andppeoach to collecting the data. It is
possible that the required data may éxisin many cases this will not be the case and
collection of qualitative and quantitative data emonomic activities, earnings and
standards of living of households will be requirEBdrther, the type of data it is feasible to
collect will also vary, depending on the financaid human resources available and
timescale. Section 5 addresses these issues.

12 Henceforth also referred to as just the wagestigy in places.

13 This was the case in the South Africa study (Vaiaypd Ahmed, 2007) in which the brief was

narrow, limited to the investigation of the relaiship between the wage rate and labour supply
response and the type of data required was awailabin a household survey undertaken by
Statistics South Africa.
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Sections 6 and 7 focus on the analysis of the dath presentation of results for
decision making which are concerned not only wattisg the appropriate wage rate but
also examining the implications of the wage rate thie welfare impact (how much
contribution is made to the livelihoods of partaijss’ households and how effective the
PEP is in targeting the poor). As noted earlierjlavthe wage rate is a very important
design element of a PEP, its effectiveness in atigethe objectives of a PEP depends on
a number of complementary policy and implementatspects. These are outlined in
section 8. In summary the rest of the guide is misgal as follows.

Section 2
Section 3
Section 4
Section 5
Section 6
Section 7
Section 8

Types of programmes and implicationsvage setting.
The PEP wage rate, labour supply and PEP objectives
Investigating data requirements and aliitly.
Conducting surveys and other data collection.
Data presentation and analysis.
Presenting the analysis and evidence.
Complementary considerations.
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2.

Types of programmes and implications for

wage setting

2.1

Introduction and terminology

This section sets out the context for the guidéenbyducing the types of programmes
which attempt to combine the objectives of emplogtrereation, poverty alleviation and
creation and/or preservation of public works oreothssets of public value. The assets of
public value typically include roads, irrigation chnwvater supply structures and public
buildings but may also encompass conservation amdommental protection projects. The
term public works is commonly used for such progres as some of the sources cited in
the previous section (for example, del Ninno et28l09, McCord, 2009, and Subbarao,
2003) show.

An ILO study by Lieuw-Kie-Song et al (2010) notdwmt employment generating
programmes have widened their scope to encompask wo the social sector,
environmental services, and multi-sectoral and camty driven programmes. Further, a
variation on conventional public works based progrees, which offer a given level of
employment over a specified time scale in publickspare those which offer some level
of entitlement to a given amount of paid work. Remgmes with such entitlements are
referred to broadly here as employment guarant®esgrammes with rights based
employment guarantees are farbut a number of programmes offer some level of
entitlement to work for specific groups and thereftall somewhere between conventional
public works based programmes and employment gtesgsin

The literature on public employment programmes wifferent terms to describe
different types of programmes. To avoid confusibig guide follows the Lieuw-Kie-Song
et al (2010) terminology under which all programnasied at creating employment,
especially for the poorer sections of the popuhatare referred to as Public Employment
Programmes (PEPs) which encompass non-public vikaksd employment programmes as
well as traditional public works programmes (PWRY) @mployment guarantee schemes
(EGS) which generate employment through public woakd variants falling between
PWPs and EGSs.

The focus of this guide is on wage rates and lalsopply for public works based
PEPS’ (i.e. PWPs and EGSs and their variants). Two iamb social protection or safety
net objectives of such programmes are to (a) atevihe acute effects of crises on the
livelihoods of the poorest and most vulnerable,(loy as longer term programmes in
response to chronic levels of unemployment, undpl@yment and associated poverty
(McCord, 2008). Grosh et al (2008) broadly defimaféty nets” as “non-contributdfy
transfer programs targeted in some manner to tiee povulnerable”. PEPs as a broad
category fall within this definitiod. As safety nets, they can also be referred to as
conditional cash transfers (CCTs) since paymetypically in return for unskilled or semi-
skilled work on public works projects. However, tieem CCT is more commonly used to

¥ MGNREGA in India referred to in the previous seatis one of the rare examples.

5 Where the term PEP is used in the rest of thidegit refers to public works based PEPs.

16 As opposed to contributory programmes to whichefieiaries contribute to build up a fund from which
payments are made. The payments may be defergegénsions) or conditional (e.g. unemploymentriasce
under which payments are made when beneficiarees@@mployed).

17 Grosh et al (2008) include “Jobs on labor-inteegdublic works schemes, sometimes called workfare”
their list of types of safety nets.
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refer to cash transfers conditional upon partiéipain prescribed levels of services such as
education and health.

The terms “safety net” and “social protection” asemetimes loosely used
interchangeably. Intuitively, social protection as preferable term for income support
through PEPSs since it can offer regular and prablietincome transfer and in some cases
participation is an entitlement — as in the casemfemployment guarantee. PEPs can
encompass different levels of protection and tlaeeedifferences in relative importance of
social protection and asset creation or presemvailjectives. However, the term “social
protection” is often used to include safety netsgia insurance programmes such as
pensions and unemployment insurance. PEPs areismseeferred to as productive safety
nets because of the combination of the safety hgtctive with public asset creation or
preservatiolf. Following the broad definition in Grosh et al (®), the rest of the guide
will refer to income support through work provideyl PEPs as the safety net objective.

2.2 Differences in emphases between objectives

It is important to be clear about the types of paogmes and projects for which this
guide is intended, for undertaking wage rate afua supply studies for public works
based PEPs of relatively long duratibnand of some size. By virtue of these two features
and the combination of objectives, they are intetioms in the labour market and do not
simply accept the status quo. Implicit in theseemntions is the supposition that the
existing labour market conditions are “dysfunctiof@ much of the poor population”
(Lieuw Kie Song et al, 2010) since they offer vargdequate livelihoods.

By implication, this guide is not relevant for emency relief programmes set up
immediately after a natural or economic shock. Sudgrammes normally have to be set
up under difficult circumstances in a hurry withrywdittle preparation. Therefore, cash for
work as a safety net objective tends to domindite,work undertaken being activities to
repair damage after a natural disaster and to iboir to the reconstruction. Emergency
relief programmes could however provide an impébusestablishing an emergency relief
programme to be mobilized for future shocks orrayér term PEP. The guide is also not
intended for smaller projects with marginal impawt the employment and poverty
situation. Nevertheless if wage rate and labouplugtudies are required for such projects,
this guide could be of relevance.

The longer duration and large size of PEPs shoatche taken to imply continuous
participation by individuals over long stretches towhe and large disruptions in other
economic activities as a consequence. SeasonahpghafsPEP activities is important for
labour market reasons or other reasons such aatidatfly suitable times of the year for
public works. Further, the balance of objectiveoalictates the timing and amount of PEP
activity. For example, a PEP primarily focused aoviling a safety net for poor and
vulnerable households following natural or econosfiocks with limited activities during
the rest of the time would function very differgntffom one which aims to address long-
term chronic needs of the unemployed where altea&conomic opportunities are very
limited. Financial resource constraints and impletagon capacity may also limit the
programme scale and the amount and duration ofaymmant offered.

18 The public works programme in Ethiopia referredntthe previous section is known as the ProducSiatety
Net Programme.

19 A distinction is made between the size and dunatiba programme and the length of employment ejgiso
provides to participants which will tend to be gborThis distinction is elaborated below.
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Establishing the appropriate balance between tfextites of a PEP and ensuring that
the programme can deliver the objectives is clearlyajor challenge. In practice, PEPs
have different emphases between objectives whisle raplications for the appropriate
wage rates as well as complementary aspects sutte agpes of public works which can
be implemented effectively and the technical andhagament support required. While
each PEP may be distinctive because of its coataktbalance between objectives, for the
purpose of this guide, the aspects of importanee ar

= the objectives of the PEP and especially the lbel&etween the safety net and
assetcreation and maintenance functions, and

= the scale and scope of the PEP and whether itandsaffordability are issues the
study is required to investigate.

For the purpose of this guide, the core aspectthefbalance between the asset
creation or maintenance and safety net functioms i encapsulated by the following
broad characterisation of PEPs:

= employment creation oriented or “labour intensivg”(
= public assets creation or maintenance orientethbotir-based (LB)”, and
» employment guarantee schemes (EGS).

The LI and LB type programmes fall broadly withinettraditional public works
programme (PWP) category. An EGS, as the term eapbffers guaranteed employment
of a certain number of days in a year at a givegemate to all those who wish to take
advantage of it. EGSs may encompass LI and LB coemis.
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Table 2.1:

What kinds of PEPs? Objectives and implications for wage rates, balance between objectives
and resource commitments
PWPs Employment guarantee
schemes (EGSs)
Employment & poverty Asset creation or May include LI and LB
emphasis maintenance emphasis components
(Labour intensive - LI) (Labour-based - LB)
Brief Creation of maximum Appropriate labour and light JGuarantee of a given number of
description [employment for a given levellequipment combination for  Jdays of employment for all who

|land objective

Itimeframe.

of resources during a limited

effective and efficient
infrastructure works.

claim the right.

Resource
commitment
land

|Emp|oyment created

wage rate.

depends on the budget and

ILB methods used if technically
satisfactory and cost effective.
\Wage rate affects cost and

Generally high and dependent
on the wage rate and take up.

[for the wage
rate

lower than the prevailing

cost of labour. But less

market wage rate to set a
loor for welfare reasons
because market wage rate

oo low.

wage rates and opportunity

limpact on welfare if too low.

\Wage rate may be set above

is

prevailing wage rates,
opportunity cost of labour
and budget and cost
effectiveness considerations.

Efficiency wagezo premium
may be required as an
incentive to improve
productivity and quality.

implications competitiveness (in
comparison with more
|equipment-based methods).
Implications [Needs to be somewhat INeeds to be set in relation to |Must be low in relation to

prevailing wage rates and
opportunity cost of labour. But
less impact on welfare and low
Jeffectiveness if too low.

\Wage rate may be set above
market wage rate either to
comply with minimum wage
regulations and/or to set a floor
Ifor welfare reasons because
market wage rate is too low.

Beneficiary
[targeting

Self targeting if wage rate

necessarily targeting the
poorest households, see
section 3.4 for discussion).

IAdditional criteria often
Ineeded for beneficiary
selection or rationing of
access to programme.

sufficiently low (though not

Self targeting if wage rate
sufficiently low (though not
necessarily targeting the
poorest households).

IBut self targeting unlikely
because of efficiency wage
premium. Normally requires
participant selection or
rationing of access to
programme.

Self targeting and universal
access but rationing (e.g. one
per household and/or number
of days of employment per
household) is typically needed
because of resource
constraints.

Effectiveness
in asset

creation and
maintenance

IDepends on the types of
construction and
[maintenance works and
adequate technical and
management support and
monitoring.

Very effective if well
implemented with adequate
Jtechnical planning,
supervision and monitoring
and wage rates reflecting the
efficiency wage premium if
necessary.

Effectiveness depends on the
type of approach (LI or LB) and
complementary conditions (see
the LI and LB columns in this
table).

Table 2.1 sets out the implications for wage rated the balance between objectives
and resource commitments. The table shows thatragrammes within the traditional
PWP category aim to create the maximum amount g@ment within a given budget.

20 see discussion of this table for explanation eftdrm “efficiency wage”.
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Short-term public works employment as a means ppsting the participants through
payment of cash or food is typically the main objerof LI programmes. To maximize
payment to labodt, resources devoted to tools, equipment, technidahning and
supervision and management are kept low. If theewage for LI projects is too high in
relation to the prevailing market wage rate, thebgms will be fewer persons benefiting
from the programme and possible damaging effecistloer economic activities. However,
the damaging effects on other economic activities/ mot be serious if work on such
projects is planned for less busy agricultural gasi and other economic activities are
limited at those times.

Even if damaging effects on other economic adtigiire not an issue, more people
will want to benefit from the project than resowwqeermit if the wage rate is too high.
Therefore, the wage rate by itself will not be &edive instrument for rationing access to
a programme employment and other criteria and phoes will be needed to select
beneficiaries. If satisfactory, objective and ty@arent criteria for identifying the poor are
not available or the processes for ensuring thatpihor gain access to LI projects are
ineffective and opaque, there is high risk that kieéter off and those with influence will
benefit from the programme at the expense of tliended poorer beneficiariésAn
argument for using the wage rate for rationing asde LI projects is to avoid the higher
costs of the alternative administrative structuaesl processes required to determine
eligibility for participation and the higher riskd leakage generally associated with such
processes. However, relying solely on a low wadge & a targeting device may not be
effective in targeting the poorest households aadli@vhave a lower welfare impatct.

As Table 2.1 indicates, LB programmes are genete#lg labour intensive than LI.
The choice of technology, while preferring use aifdur, is determined by effectiveness
and efficiency in achieving the outcomes (i.e. ttioga rehabilitation or maintenance of
infrastructure or other assets). Typically, foraluroad rehabilitation and construction, the
choice of technology found to be most appropriat&lbour supported by light equipment
(for example, small mechanical rollers for comparttand trucks for hauling material over
longer distances). Maintenance by its nature géydras the potential to be more labour
intensive but the appropriate combination of labanl tools and equipment is determined
by technical and cost effectiveness considerations.

For a given amount of resources, the LB approach typically create less
employment than the LI approach. However, the LBragach is more effective in creating
and maintaining infrastructure assets than theppr@ach. This is partly because of the
objectives of LI type programmes (greater emphasisemployment creation than the
output of the work) and partly because of the difty of managing and providing the
technical inputs and supervision on such programRetention and motivation of workers
and achieving adequate productivity levels if weages are too low are also probléfms

Another important difference between LB and Llhattthe former offers a long-term
sustainable approach to the construction, rehatdit and maintenance of assets with the
benefits of local employment creation and costetiffeness. The scope for the LB
approach to continue to provide employment andcaakasafety net while improving or
maintaining infrastructure assets effectively dejseron the: (a) use of improved
organizational and technical approaches to incr@asductivity, and (b) the wage rate

%L This is often also the case for EGSs though, iimcjple, EGSs can encompass LB and LI activitielag as
they are clearly differentiated (see section 5.2).

22 Referred to as elite capture.

23 We consider this in more detail in section 3.4.

24 International evidence on labour policies and fites and their effectiveness discussed by Tajgamehde
Veen (1998) confirms this.
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being competitive as a result of increased proditgtiThe wage rate should be sufficiently
high (i.e. have an “efficiency wag@”element) for participants to work with higher lesve

of productivity. It is important to emphasise thattiour-based methods are able to compete
with equipment based methods not because of lovesvagt because of a combination of
efficient and well managed labour-based methods camdpetitive wages which provide
sufficient incentive to work productively.

In most low income and many low-middle income coiestwage rates for unskilled
labour, even with the efficiency wage allowances kkely to be low enough for the LB
approach to contribute to the safety net objectidele constructing, rehabilitating and
maintaining rural roads and other infrastructureksanore cheaply than equipment-based
approaches. However, effective operation of an ro@d LB programme crucially depends
on the development of implementation capacity whids management and technical
aspects. Therefore creating a sufficiently largedrBgramme faces technical and resource
challenges. The more labour intensive approachatsaybe effective in asset creation and
maintenance for suitable infrastructure projectsl @specially for smaller community
projects if adequate technical support and nondabgputs are provided.

PEPs are effective safety net instruments for Hmlde who have persons who are
able to offer physical labour. However, it is pbsito design projects to enable disabled or
older persons to participate as these categorigseople should not be excluded from
participation. Alternative social protection apmbas such as cash transfers may be more
appropriate for these groups. If PEPs are not &@ffein creating or preserving assets, the
cost of providing a social safety net through theould be high. While the LB approach
performs a safety net function, since it is cofaive, it would be undertaken for planned
infrastructure projects irrespective of the safedy function. If this is the case, the cost of
providing social protection through the LB approdon planned infrastructure works
would be much reducéd.

LI and LB approaches could both be appropriatedffierent types of activities. The
LI approach is more appropriate for smaller villdggel or community projects in a
locality (e.g. village roads and communal pondsjlevthe LB approach is required for
larger rural infrastructure works (e.g. tertiaryads, small scale irrigation and flood
protection) requiring more technical input. Fottisgtthe wage rate, there is a need to make
a distinction between LI and LB employment. LB g typically require a higher
“efficiency wage” than LI projects because LB wakare required to work under closer
supervision, to more exacting standards and achigresr productivity’ than workers on
LI projects. International experience shows that¢hnsequences of too low wages on LB
programmes and PEPs in general are: (a) high lgbowver and absenteeism, and (b) low
productivity of workers who remain on the projetajgman and de Veen, 1998).

Collecting and analyzing the evidence on wage ragd using it to make
recommendations on PEP wage rates will be conslderkater sections. We note here that
a common recommendation is that the public workgenate should be set in relation to
the rural market wage rate. In practice, theredssimgle rural wage rate. Apart from
seasonal variations, it varies depending on the tfpwork, working conditions, location

% Efficiency wage is a wage rate above the marketpaid to ensure better performance in the formigtier
productivity or efficiency and reduce labour tureov

% See section 8 for more explanation and discussion.

2’0On LB projects and programmes, setting given tasksraaking payment conditional on completion of the
task has been found to be a good way of linkingtpgyerformance since it islatively simple to supervise and
administer (Tajgman and de Veen, 1998). Task weiso generally preferred by participants, esfigdfat

is close to home since it enables them to combarggpation with other commitments. This is an esplly
important consideration for women.
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and the terms of work (e.g. casual or regular)illastrated by the above discussion on LI
and LB projects, this clearly has implications feage setting depending on the features of
work offered and the programme objectives. The itimmd other than the wage rate
required for effective operation of PEPs are adurésn section 8.

EGSs, as the term implies, offer guaranteed empoyof a certain number of days a
year at a given wage rate to all those who wiskake advantage of’ft The resources
required for EGSs depend on the need for such gmmaot to supplement household
incomes and the wage rate being offered. An impbmr#traction of EGSs is that they are
self targeting. It is up to a person or a housetolgarticipate if the EGS wage rate is
sufficiently attractive given the alternative liillmod opportunities and the requirement to
supplement household income.

The higher the wage rate, the higher the numbgerdons wishing to take advantage
of the EG®’. Therefore, in setting the wage rate there isealrie balance the provision of
benefits to the poor through paid public works esypient (typically short-term) on the
one hand and on the other hand, the cost of thgrgamome and the possible damaging
effects on other economic activities by drawingolabaway from them. However, where
there is pronounced seasonality in rural economitivity with high levels of
unemployment and underemployment at certain tinfidheoyear, insofar as employment
guarantee (EG) jobs offered are limited and docooiflict with busy agricultural periods,
the risk of disrupting other economic activitiesymz low even with a somewhat higher
wage rate. If participants can choose when in #@ Yo take up the EG offer, as is the case
on MGNREGA in India, and the offer is of work for lemited number of days, the
disruption of other activities will be low sincerpaipants will tend to choose times for EG
work when disruption of other activities is mimimumoo high a wage rate would raise
programme costs and weaken the effectiveness gétitag the poorest sections of the
population to the extent that low wage rates tatfyepoor.

It is conventionally assumed that the wage rata tghly effective instrument to
target members of poor households as they are wibirey to participate at low wage rates
than members of better-off households. EGS emplayme often rationed to a given
number of days for one person per household farddbility. The need for such rationing
implies that the wage rate is not the sole targetievice. However, the wage rate remains
an important screening device and as long as all wish to participate are afforded
access, poor households which wish to participate net be excluded. The targeting
effectiveness will be low and programme costs lifighere is participation from better off
households.

The role of wage setting in targeting is an impairtquestion which needs to be
addressed, especially since there is evidence lipdtself, the wage rate may not be
effective in targeting the poorest households. ¥fern to this issue in section 3.

28 Employment guarantees are often rationed to orsop@er household for affordability.
2 The higher labour supply response to the highagewmte for a given set of employment conditions is
general labour market phenomenon not just limiteE@s.
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2.3 Summary: Implications for wage rates of
types of programmes

In summary, the above discussion highlights the oitgmce of recognizing the
difference between different types of programmaesstarir implications for: (a) wage rates;
(b) the balance between employment and public asggbvement, and (c) financial and
other resource requirements. If the wage rate ds ligh (especially on large scale
employment intensive programmes) the consequemees a

» fewer jobs created and therefore fewer people tah#fe budget is fixed or higher
costs for employment guarantee type programmeshwimgrinciple, have no budget
limit since they are intended to provide a giverelef access to public works to all
those entitled’

» generally less effective targeting of poor, thotigh effectiveness of a low wage rate
by itself for targeting the poor has not been coawigly demonstrated (see Section 3
for more discussion), and

» adverse disruptive effects on other sectors, tholigbe can be reduced if PEP
activities are phased during periods when labaguwirements for farming and other
activities are low.

Possible implications of wage rates being too logv a

= insufficient welfare impact on participants’ houshts, and
= low morale, high turnover and low productivity orogrammes and projects,
especially relevant for LB projects.

There are implications of the type of programmetfa design of the study, the data
to be used and the appropriate wage rate. The vedge in comparable activities for LI
activities are likely to be different from those 10B*! activities and the appropriate wage
rate for the latter is likely to be higher. Wher®BP combines LB and LI components, a
differentiation in the wage rate may be requirekisTcould be achieved by differentiating
through types of projects and modes of operationekample LB could be implemented
through contractors and LI through direct laboumabthe community level (see section 8
for more details).

Other considerations of relevance are the moreigggarogramme objectives and design.
These include:

» providing predictable supplementary income on alagoasis for some groups;
 providing support at times of crises;

» providing a floor for wage rates if the market wagtes are considered too low, and
planning PEP activities to fit in with seasonaldabrequirements for other
productive activities.

In designing the study, it is necessary to havdearaunderstanding of these more
detailed objectives and the scope of the progranih& can be obtained from relevant
policy and programme design documents and disaussigth policy makers and senior
programme staff. Where the objectives are not lglestated, it will be necessary to spell

%0 In practice, they are budget constrained andnaitzess to the programme in a number of ways asilve
see in Section 3.

81 EGS is not included here since the concern is thighintensity of labour, types of works and compmatary
inputs. An EGS could include LI and LB components.
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out the options and engage in a policy dialoguarttve at clearly formed objectives as
context for the study.

This section has identified the four aspects tarbestigated by wage rate and labour
supply studies:

= the labour supply response to alternative wage fatepublic works employment;
= the implications of PEP participation for other eemic activities;

= to what extent alternative wage rates target pa@etions of the population, and
= the welfare impact of PEP earnings at alternatiagewates.

The first aspect is not simply concerned with wiiness to participate for pay but also
has implications for the asset creation functiohe Twage rate should provide sufficient
incentive for those who participate to work produmy under good supervision and
management so that the outcome in the form of #hestcuction or maintenance is
satisfactory. Table 2.2 summarizes the implicatiafisthe aspects identified for the
appraisal to be carried out and setting the watge r&the four aspects are used to set the
framework for study design in later sections.

Table 2.2: Implications of specific PEP features for study design and wage setting

Objective / design feature Implications for study design and wage rate
Providing supplementary income on a Appraisal to balance the objectives of welfare impact,
regular basis effective asset creation, programme cost, targeting and

minimizing impact on other activities.

Effective asset creation or maintenance Appraisal of labour market conditions and wage rates
to determine the appropriate wage rates for the types
of activities (e.g. Ll or LB).

Providing support at a time of crisis Focus on providing short-term income support. Limited
emphasis on other considerations.

Providing a floor for wage rates Appraisal of labour market conditions and wage rates
to determine whether a PEP should attempt to do this.

Planning PEP activities to fit in with Appraise the importance of seasonal variations in
seasonal labour requirements labour requirements and wage rates for PEP activities
and wage setting.
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3.

The PEP wage rate, labour supply and PEP

objectives: Principles and issues

3.1

Introduction

This section introduces the general principles tgohg the setting of wage rates for
PEPs and estimating the labour supply responsewlM/@ot go into the complexities of
theory but a basic understanding of principles dseatial for identifying the specific
guestions to be addressed by the study and theeuaements, comprehending the type
of analysis to be undertaken, the results requirettheir presentation.

We start with a basic statement of the relationdiépveen the wage rate and the
labour supply response and its implications fogpamme costs and the welfare impact of
employment. As Figure 3.1 shows, for a given tygeemployment, the wage rate
determines the labour supply which is the numbesesons willing to work at that wage
rate. This is related to the concept of the redemavage (RW) rate which is explained
further below. In general, if the levels of unenypteent and underemployment are high and
household incomes are low as a consequence, therhtige PEP wage rate the larger the
number of persons willing to participate in it. Hever, the wage rate is not the only
element which influences the willingness to papate in a PEP. Other important aspects
are the type of employment offered, its duratiorhether it is regular, predictable,
guaranteed, or one-off. In addition, examination tafgeting effectiveness requires
categorizing participant households according ¢ir fiving standards.

Figure 3.1: Wage rate, labour supply programme cost and social protection

Planning and

Labour supply

operations
{number of persons or

Wage rate

" days of employment} ’

Wage bill and
programme
costs

Size and
scope of PEP

No of days of
employment (effect
of wage rate and
other rationing rules)

Social
protection
level

If all those who wish to participate in a PEP areg an opportunity to participate for
the number of days for which they wish to partitgpahe wage bill is determined by the
wage rate and the labour supply. In practice, ithisrely the case. Even EGSs which are
open to all those who wish to participate ratioa pinovision of employment by limiting it
to a given number of days. Further, programmes fiwgd budgets rarely use the wage rate
as a sole rationing device. Therefore, while thelper of persons available at a given wage
rate will be a response to the wage rate offerezlwage rate by itself will normally not be
sufficient to limit the programme to the level affable within the programme budget. It
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will therefore be necessary to apply additionalorahg rules (e.g. limiting access to one
person per household) or additional selectionmait®r participants.

Figure 3.1 is not intended to imply that the waggeris the starting point in
developing a PEP. It shows the links between thgewate and programme objectives,
scale and management and identifies aspects comptarg to the wage rate required for
effective programme design and implementation.

The arrows from the “wage rate” in Figure 3.1 t@bour supply (number of persons
or days of employment)” and “No of days of employmegeffect of wage rate and other
rationing rules)” conveys the relationship betwdbe wage rate, the labour supply
response to the wage rate and amount of employofifsned by a PEP. The wage rate, the
labour supply response and the rationing and f@ati¢ selection rules and procedures
affect: (a) the size and scope of the programmjeth@owage bill and programme costs; (c)
the social protection provided, and (d) the progremplanning and operations
requirements. The link with “Planning and operagioim Figure 3.1 is shown with a dashed
arrow since this aspect is not a core aspect efghide though implications for planning
and operations are referred to where appropriate.

On social protection, our concern is not just wilie number of persons wishing to
participate at a given wage rate but also the typb@erson wishing to participate. An
important aspect concerned with targeting effecttgs and welfare impact is whether
more participants from poor households are targeyeldwer wage rates. In addition, it is
important to obtain information about the abilitydawillingness to participate by some
categories of persons. These could be broad casgdor example participation by
women and the young or more specific disadvantggeaps.

Before introducing the basic concepts and modeérdyitig the approach to a wage
rate study, we outline general characteristicsidlreconomic activities and how they are
related to poverty incidence and their implicatiémslabour supply response to PEPs
offering paid employment.

3.2 Labour markets: Broad context, rural economic
activities and definitions

The broad context for understanding rural labourkeiaconditions is the size and
growth of the labour force defined as the parth@d population which is economically
active, i.e. either currently engaged in an ecooamtivity or available for such activity. If
the focus is on rural programmes, our concern bdgliwith the rural labour force and the
nature of rural economic activities. There are ddad definitions of what constitutes
economic activity and what “available for econonactivity” means. The terms and
definitions are relevant for designing data coltattinstruments, collecting data and
analyzing them as we will show in section 5.

Typically, in developing countries, population datdour force growth are relatively
rapid with the higher labour force growth addinghe existing problem of unemployment
and underemployment. Poverty incidence, definethegroportion of the population for
whom consumption expenditure falls below the valtia basket of goods to meet the most

basic requiremen,f§ has generally been in decline in most developingttées. However,

32 poverty incidence is also referred to as the hmamtdndex. There are other measures such as trstpgap
and poverty severity which measure the depth okpggwvhich measure other dimensions of povertyveert
will confine ourselves to poverty incidence in thiside.

27



rural poverty incidence consistently remains higihen urban and is associated with more
precarious livelihoods based on either relianceubsistence farming with limited off-farm
earning opportunities or landlessness. Further,ynzoove the poverty line have barely
adequate standards of living and are vulnerablialtimg into poverty, either because of
events specific to a household sometimes refeoe$ t'idiosyncratic” (e.g. loss of job or
illness in the family) or a natural or economic ®veometimes referred to as “covariate or
systemic” (e.g. drought or a financial crisis) whiaffects a wider section of the population.

Rural households typically rely on a range of ati&s to supplement subsistence
production. Crop and livestock farmers with suffiti good quality land and/or livestock
are generally better off and rely mostly on farmititgpugh some of the rural households
with the best livelihoods combine farming with comemcial activities or regular
employment. Households with less land and/or lmesthave to rely more heavily on off-
farm economic activities which vary in type andatele importance between countries and
localities. Members of households with no or vettyel land and limited skills and other
assets are often among the poorest.

According to the widely accepted general ILO guiued (see ILO, 1983), the labour
force is defined as all economically active persainsve a specified age (usually 14 or 15
years). An upper age limit is not recommended. iikdins used at the national level vary
with respect to the lower age limit as well as tetting of the upper age limit.
Economically active persons are either currentlpleyred or unemployed. In labour force
surveys, being currently employed is normally dedirio include those who worked for at
least one hour during the last seven alsa;as well as those who did not work in the last
seven days but have a job from which they are alfeem on leave or because of illness).
The unemployed are defined as those who did ndk wathe last seven days, did not have
a job and were looking for work or were waiting the busy season. “Waiting for the busy
season” is especially important for rural areaf&@ihigh degree of seasonality in farming.

The population in the relevant age range but ouheflabour force comprises those
who were neither employed nor unemployed (avail&drevork and actively seeking work
during the last seven days as defined in the pusvp@ragraph). They represent those who
were not economically active for a variety of reasmcluding attendance at an educational
institution, engagement in household duties, netet, old age or disability and
“discouraged” workers. The latter include those wihave withdrawn from economic
activity because they see no prospect of findingvaork. There is a grey area with respect
to distinguishing between the unemployed availdbtework and actively seeking work
and discouraged workers because of the problersfofidg “actively seeking”. Further, in
the rural economy context, many may be engaged iavailable for family farm work
when this is required but may be discouraged fratively seeking work off the family
farm because of lack of opportunities. There ignexice to rural discouraged workers later
in this sub-section in relation to rural labourdemparticipation and underemployment.

The labour force participation rate refers to thienber of persons in the labour force
as a proportion of the total population in the labdorce age group, whereas the
unemployment rate refers to the per cent of thenmh@yed in the total labour force. The
employed include those working in wage employmeah-wage employment and farming.
Wage employment, or paid employment, refers tgafisons performing some work for
wage or salary, in cash or in kind. Non-wage empilent or self-employment, refers to all

33 This definition is used to include all who havegaged in some economic activity and may conceal
substantial underemployment. The term underemplaysually refers to persons engaged in work fortsi
times than they would wish to because of lack ofkand is related to low incomes, underutilisatidiabour
and low productivity.
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persons performing some work (other than farmingctvis identified separately) for profit
or family gain, in cash or in kind. Farming refécsall persons working in agriculture,
livestock, forestry or fishing.

Rural labour force participation is usually highiean urban. This is partly because a
large proportion of the rural population is engagedsubsistence farming and other
activities to earn a living even if the time for il they are so engaged may be limited and
returns from such employment may be low. Open uhgyneent is low in the rural
population since most of the members of the rusbblir force have no option but to
engage in subsistence or supplementary activitieh sas petty trading and seeking
employment which may be on other farms or with otlieal employers. Some members of
households, often young, may seek work further floome, in other rural or urban
locations. In addition there may be social or eaoicoarrangements under which
households agree to help each other during busstioh the year (exchanging labour) or
those without land may engage in sharecropping uwtiech they cultivate land on behalf
of a landowner and share the crop with the landowne

There are likely to be wide variations between t¢oes and locations in the nature of
the local labour markets, how active they are amdiy labour sharing practices. For
example, the Timor Leste study found that employtnagil other earning opportunities and
labour market activity were very limited for sultsisce farmers. The Cambodia study
revealed a wide variety of rural and urban jobdiffi¢rent wage rates and rural commercial
activities though there were significant variatiohstween the levels and nature of
activities. Obtaining an understanding of this eanis clearly important in determining the
public works wage rate, assessing the labour supglyonse, planning the programme, and
understanding the potential impact.

The low rural unemployment rate conceals high kevef underemployment and
associated poor living standards as indicated Igjeri rural poverty incidence. Many
members of the rural labour force may also be disged from looking for income
earning work to improve their livelihoods becausdimited opportunities. Here, we are
referring to members of the rural labour force véne engaged in subsistence production
but discouraged from seeking cash earning oppdigsnibecause of lack of such
opportunities but would be available for such widrthe opportunity arose. A PEP would
offer such an opportunity.

Recorded male participation rates are normally érighan female. To a great extent,
this may be explained by women being kept out efléitibour market because of family and
household commitments. Women'’s participation ratey also be under-reported because

of their informal, intermittent and sometimes umpparticipation in the labour forcg.

The above review outlines features of rural labmarkets relevant for examining
wage rate issues for PEPs. In summary, the rurahauny and labour market are
characterised by:

e a range of subsistence and cash earning primanyit&st (farming and harvesting
common resources) supplemented by petty tradingnagd employment locally and
further afield;

e greater reliance of rural households with no oryvittle land, on income from
unskilled wage employment;

34 An important objective of a PEP should be to offqual access and equal pay for work of equal value
women and men. This is considered further in Is¢etions (especially see Section 8).
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seasonality of labour requirement in farming arenibed for off-farm employment in

the slack agricultural season to supplement ligelids, sometimes leading to

migration in search of better livelihoods;

» varying incidence of complexity in labour transans e.g. wage labour, exchanging
labour, sharecropping and social obligations;

e greater poverty incidence than in urban areas anerfy being associated with
underemployment and low productivity in primary iaities and limited other
livelihood opportunities rather than open unemplegimand

» vulnerability of the livelihoods of households whiare not among the poorest or

even average or better off households to housedpsdific or broader economic and

natural shocks.

Therefore, typically PEPs are not the sole soufdévelihood for rural households;
they offer additional income opportunities to sgopént livelihoods. Depending on the
nature of the programme, the support could be gbart to respond to natural or economic
shocks or to meet long-term chronic needs. Rava{2®08) states that a well-designed and
resourced PEP could combine addressing chronicsnaed be capable of responding to
crises when necessary.

3.3 Wage rate and labour supply: Identifyingth e
reservation wage

In the context of the rural economy and livelihoaafsthe poorer sections of the
population, PEP should be seen as offering adaitioshort-term employment
opportunities, normally during the less busy adtical season. Therefore, a benchmark
for setting the PEP wage rate would be the ruraketavage rate for comparable activities.
The conventional recommendation is that the PEPewate should be below the market
wage rate. There is however often a problem of tifjgmg a wage rate which is
comparable. There will often be a range of wagesraind earnings rates from self-
employment with seasonal variations. In some sinatwith most people engaged in
subsistence production and relying on labour exgador balancing labour requirements,
wage employment may be very limited and therefbezd may be insufficient evidence to
determine the market wage rate for comparableitiefy

One purpose of the wage rate and labour supply ssuh make an assessment of the
appropriate wage rate for PEP employment in theestrof available information on
prevailing wage rates and earnings in comparalieities. The prevailing market wage
rates and earnings in comparable activities by fidves do not give an indication of the
likely labour supply response to alternative PER@veate® and their implications for the
scale of the unemployment and underemployment enottb be addressed. This is an
important question when setting up a PEP. If an E&Being considered, it is clearly
important to know what the scale and cost of sugnogramme are likely to be and the
welfare benefit the participants will receive. Asted earlier (see section 3.1), this will
depend on the wage rate and the likely labour sumggponse. The estimates of scale and
cost are also needed to assess affordability asedban these to make decisions on some
design features of the programme, for examplefiligithe number of days of participation
by members of a household. If the programme isamoEGS, labour supply response at
alternative wage rates is necessary to determimg:either the safety net and asset

35 The most commonly used measure of the labour guppponse to different wage rates is the wageicitgs
of labour supply defined as the percentage changbbur supply for a 1 per cent change in the wage
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improvement impacts of a programme (determinedhbyatvailable resources), or (b) what
size of programme would be required if the objexts/to make a given impact.

The approach proposed here to obtain an indicatiadghe labour supply response is
based on the reservation wage (RW) concept whickefimed as the lowest wage rate at
which a person will participate in a given typeenfiployment. Each person’s RW depends
on the specific features of (a) the individual &mlher household (e.g. preference between
the type of wage employment on offer and othewdids, level of household income, the
age, education, skills and previous work experievfcte person), and (b) labour market
conditions and available employment opportunities. a given wage rate and a given type
of employment, the labour supply would be made fuglidhose available for work whose
RW is below the given wage rate.

The RW concept can be applied to evidence on thiilgition of wage rates and
earnings in activities comparable to manual publarks to estimate the labour supply
response to alternative wage rates and make recodatiens on the PEP wage rates. The
data for this analysis could be from available blases or from a dedicated survey (see
section 4 for more details). There are two brogor@gches to measuring the reservation
wage rate at the individual level. The first isask individuals to state their RW. The
second is to examine the evidence revealed byrtidogment undertaken by individuals.
We refer to these as stated and revealed RWs tesghec

There are some obvious problems associated withthetapproaches. The problems
with the stated RW approach are that:

= the response is to a hypothetical choice which difgr from the choice that may be
made in an actual situation;

= there may be an element of bargaining in statiegrtage rate response;

= the respondent may not be familiar with the naaireEP employment if such work
has not been previously available, and

= the respondent may not be familiar with the wage iracomparable work if such
work is limited in the locality or the person hasvar had paid employment or has not
had such employment for some time.

The problems with the revealed RW approach are that

= it shows the actual wage rate but does not rehedbivest wage rate at which
employment would have been accepted;

= the revealed RW, or more precisely the upper lohthe RW (see below for
explanation), is known for those who have wage egmpént or earnings from self-
employment and it is necessary to infer the RWshedistribution of the RWs) for
those who are not engaged in a paid economic gcfivand

= the type of employment in which the wage rate hasntearned may not be
comparable with PEP employment.

In spite of the problems with each approach, eitbfethe approaches can be used
under some plausible assumptions and subject tdifigaions though using both
approaches to corroborate each other is prefersiiideset out the two approaches below
but before doing this, we note that the revealed Bpgroach can be undertaken with
existing data and / or data from a dedicated suwkye the stated RW approach will
always require a dedicated survey.

% This category includes those who are engagedhsistence production.
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3.3.1.

Stated approach

In this approach, the aim is to use evidence orsthtd acceptable wage rate for a
PEP from survey data to construct the distributtbmeservation wages (see section 5 for
discussion of data collection). The underlying agstions are that, at least during certain
times of the year, there is either a high levelimiieremployment or unemployment which
represents an excess of labour supply over den¥dme.underemployed or unemployed,
including discouraged worket§,seek employment more or less actively and thah eac
person available for employment, whether looking dojob actively or otherwise, has a
reservation wage rate. The underemployed may hawe ssconomic or non-economic
commitments close to their homes (e.g. in subgistegroduction or household duties)
which implies that they would prefer employment ogipnities close to their homes. Many
PEPs aim to provide employment close to the horhparticipants.

Based on these assumptions, we propose that tlesiovage rate at which a person
states that he/she is willing to work on a PEm& person’s reservation wage and further
that the distribution of the wage rate is represtdre of the distribution of the wage rates in
the populatiorf® The problems with using the stated wage rate @erwve were identified
above. The manner in which the questions on statadability are asked to reduce these
problems has been discussed in section 5 belaweté is an element of bargaining in the
responses, i.e. that the stated RW is somewhatehigan the actual RW, we can
reasonably assume that the stated evidence fasarpgives the upper limit of the RW for
that person. This assumption is also consistertt Wie assumption with regard to the
revealed evidence (see the “Revealed approach”irgealbelow) and therefore the
distributions of revealed and stated RWs are coatper

A difference between the revealed and stated appesais that with high
unemployment and/or underemployment rates, the sumbresponses, and therefore the
number of observations, under the stated approeetikely to be much higher since we
are likely to have stated responses from many whamat at present have cash earning
employment but are available for such employmeiiie Targer sample size is likely to
increase the robustness of the estimated laboplystgsponse.

Evidence collected from a dedicated survey makegoisible to compare the
distribution of revealed and stated RWs from thweyi since the survey would collect data
on earnings of those who were in employment atithe of the survey. Such comparisons
and comparisons with evidence from other sourckedhdy corroborate the findings,
increase confidence in the conclusions reachethelfevidence from stated and revealed
approaches is at variance with each other and evitltence from other sources, it may be
possible to arrive at sound conclusions by makiricjous assessment of the evidence as
has been demonstrated in Section 6 (especially3i?)6

The alternative is a more sophisticated economatradysis using stated and revealed
evidence to relate RWs to household and persomahcteristics and to construct estimates
of labour supply response based on the analysisat\Mlas been proposed here is a
pragmatic approach which provides a sound appraisdr plausible assumptions without
applying econometric techniques.

%7 see section 3.2 for discussion of discouraged everkn the rural context and their availability for
employment.

%8 The underlying assumption is that the sample isesentative of the population and therefore thepsa
distribution can be considered to represent theljadipn distribution with some degree of confidence
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3.3.2. Revealed approach

In this approach, the aim is to infer the distribatof reservation wages from survey
data. The underlying assumptions about underemmayand unemployment in the labour
market, more or less active seeking of income agropportunities by the underemployed
and unemployed and PEPs providing employment dlm$®me are identical to those for
the stated approach (see the stated approach adimgebove).

Based on these assumptions, it is possible to imddeences about the distribution of
the reservation wage rates of those in wage emmaymr other cash earning activities as
well as those who are not engaged in this way. ddta required to make such inferences
are pay or earnings for those who were employezhgaged in income generation and the
type of employment undertaken. It is assumed tbattiose who are in cash earning
economic activities (employment or self-employmetite reservation wage rate is equal to
or lower than the reported wage rate. We theref@ree revealed evidence, not on the
precise level of the RWs but on the upper limitstted reservation wage rates of those
engaged in paid work.

With high unemployment and/or underemployment ratiegse engaged in income
generating activities are likely to be a relativelyall proportion of the labour force age
group. Some of those in the labour force age gmupot in cash earning employment are
not seeking employment (e.g. because they arer ditliy engaged in household activities,
in education or are in ill health). The remaindee 4a) either the unemployed or
underemployed actively seeking work, or (b) diseged members of the labour force. The
latter may include those who are unemployed or,tvidianuch more likely in the rural
context, engaged in subsistence production for pErtthe time and therefore
underemployed but discouraged from looking for fddal employment. As noted above,
the reservation wage rates of these members dabwar force are not revealed because
they are not in cash earning employment. Hereasgeime that as far as reservation wage
rates are concerned, those in employment are amarsgtlection of those in the labour
force. Therefore the distribution of the RWs ofdban employment is representative of the
distribution of the RWs of those available for eaywshent but not employed at the time of
the survey.

An objection to the above assumption could be thase in employment are not
randomly selected since employers’ selections n@ye lbeen based on the suitability of
candidates for the work or their willingness to lwdor a lower wage rate. The self-
employed may also have been more active in pursapmprtunities than unemployed
persons. Further, some persons may remain unentplogeause they set unrealistically
high reservation wage rates for themselves. Orother hand, some in employment may
have lowered their reservation wage rates out spetion. Ideally, if we are relying
solely on the revealed RW approach, it would beesgary to seek more supportive
evidence for the assumption that the RWs, or mozeigely the upper limits of the RWs of
those who are in employment or self-employmentepeesentative of those who are not.

3.4 Targeting effectiveness and welfare impact: Iss  ues
and theories

As noted earlier, one of the objectives of PERmdwision of a safety net in the form
of a cash earning opportunity for rural househofdise view is that the wage rate can be
used as the main if not the sole device for tangefioor households. In particular, it is
argued that setting the wage rate sufficiently auld ensure that mainly members of
poor households would be willing to participate.eTlinderlying assumption is that all
economically active members of poor households hewer opportunity costs of labour
than all members of better-off households. Basethisnsupposition, for an EGS, the wage
rate could be set low enough to ensure that thgrgname is affordable while participants
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would be from the poorest households. If the pnogne budget is fixed, the wage rate
could be set at a level which would attract judticgent number of participants from the
poorest households.

The actual situation is more complex in theory amgractice and the wage rate is
rarely used as the sole targeting device. Samsah(2010) state that the “determination of
the appropriate wage rate for a public works progng is a matter of balancing the
practicalities of targeting with the objectivesaafcial protection.” This statement implies
that if the wage rate and the amount of employroffieted are too low, the effectiveness of
the safety net will be limited. In addition, a lomage rate may not attract productive
workers and provide sufficient incentive to worloguctively and therefore jeopardize the
asset creation or maintenance objective. Thispgeaally important for LB works as noted
in the previous section, but also relevant for Lérks to achieve adequate levels of
performance. On the other hand, if the wage rateoiigh, it may draw away labour from
farming and other productive activities. Howeves, reoted earlier, high wage rates on
suitably phased public works may not have seriodsyuptive effects on other economic
activities.

Further, if market wage rates for unskilled labate too low and a cause of poverty
for those who rely on wage employment for theieliroods, a higher public works wage
rate may provide a floor for wage rates especibilye PEP is sufficiently large or an EGS.
There is evidence that the MGNREGA in India has enadsignificant contribution to
poverty alleviation, improving food security for grohouseholds and establishing a social
floor for wage rates for unskilled agricultural wers favouring women (e.g. see Dasgupta
and Sudarshan, 2011; Khera and Nayak, 2009; RavViEargler, 2009). Chapter 8 in
Subbarao (2013) shows that on the PEP componeRivahda’s Vision 2020 Umurenge
Program has contributed to increasing the low navkage rates for unskilled labour.
During periods of economic or natural shocks wHiedd to a reduction in employment
opportunities, disruption of livelihoods and fall market wage rates, the safety net wage
rate would provide a floor. Therefore in setting tafety net wage rate, it is nhecessary to
ensure that the wage rate would provide an acceptebel of support to the vulnerable
during and after crises (i.e. the welfare impafgafof a PEP).

There is some empirical evidence to support the obthe wage rate as the principal
or sole targeting device. Teklu (1994) found thdieve the public works wage rate is
increased, participation by the non-poor increagaallion, Datt and Chaudhuri (1993)
found that non-poor participation increased sigaitfitly after the upward revision of the
wage rate on the Maharashtra Employment Guarantben® (MEGS). While these
studies and other similar evidence support thesihéeigeneral proposition that with higher
wage rates the labour supply response will be nighd there will be a tendency for more
members of better off households to participatey tho not make the case for the wage rate
as the sole targeting device to ensure participdtip the poor and exclusion of the non-
poor.

This is not merely a theoretical issue but an irtgodrpoint for policy making and
wage setting. If wage rate policy is based on ttemnise that the wage rate is a highly
effective targeting device, any participation by miers of non-poor households is
assumed to be because the wage rate is too highabrthe programme is poorly
implemented. The recommendation resulting from sactonclusion on the wage rate
would be to lower it to improve targeting. In priaet perfect targeting based on the wage
rate is rarely achieved and the reasons for tldsnat simply too high wage rates or poor
programme management.

There could be sound economically rational reasfums members of non-poor
households to participate in public works at lowgeaates and for members of poor
households to hold out for higher wages (McCord42@005 and 2012; Barrett and Clay,
2003). Based on evidence from a study of particgpan FFW projects in Ethiopia, Barrett
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and Clay (2003) show that the value of labour wadensiderably within and between
households, depending on the amount of labour abailin the household and access to
productive assets such as land. The Cambodia stlgty found that the targeting
effectiveness of low wages was likely to be low.nvbers of poor households may face
more severe time constraints and have higher appoytcosts than some members of
better-off households who are willing to work fomler wages to make their contribution to
the household budget. This variation in the valtiéabour between household members
renders public works employment at a given wagaetve to surplus labour in less poor
households in some cases but unattractive to pbangseholds with a limited number of
economically active members.

While more research is needed in this area, therelaarly implications of the above
discussion for the role of the wage rate as a tageevice. The wage rate may have a role
in: (a) targeting the relatively poor, and (b) reithg potential adverse effects on other
economic activities. However, the targeting effemtiess of the wage rate should not be
overstated and its effectiveness may vary. Reduaifothe wage rate to a lower level is
unlikely to make significant improvements in targgtand any improvement is likely to be
at the cost of reducing the welfare impact foripgrating households. Further the potential
adverse effects on other economic activities carmmded or reduced significantly by
setting the appropriate scale and phasing of progr activities. The above discussion
raises a number of issues related to the wage anatk PEP management which are
considered in more detail later.

Important practical questions raised by the abaseudsion are: (a) the role of the
wage rate in targeting the poor and vulnerable, @)dvhether and what other targeting
instruments should be used. A wage rate study catribute to addressing these questions
by assessing the targeting effectiveness of theewaig, relating labour supply response to
the socio-economic characteristics of PEP partitgpand their households and assessing
the welfare impact of the earnings from PEP pauditon. We return to the issue of
targeting effectiveness in Section 6 (approachesstessing effectiveness) and Section 7
(policy implications).

This section has introduced some principles andes relevant for the study of
wage rates and labour supply for PEPs. While wee hsiketched out some general
characteristics of the rural economy and causegowérty and vulnerability, the actual
situation varies significantly between countriesd doncations within them. A general
appraisal of this situation based on available gowent and international agency
documents and data and academic studies wouldderavi important context for designing
and implementing the study. Readers are referresg¢tions 2 of the South Africa, Timor
Leste and Cambodia studies for illustrations ofegahappraisals. The countries represent
different characteristics. South Africa has highels of structural unemployment, a sharp
distinction between the formal and informal sectmith high wages in the former and very
low earnings in the informal sector with a strongkl between unemployment and
underemployment and incidence of poverty. Cambddiplays the classic characteristics
of a developing country rural economy with a comalbion of subsistence production,
seasonal variations in labour requirement in fagramd off-farm employment seeking.
Poverty is associated with small amounts of landafand and low pay in unskilled off-
farm employment. Timor Leste is a small countryhwiigged terrain, very limited off-farm
employment opportunities and therefore very healyamce on subsistence production in
rural areas.
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4. Investigating data requirements and
availability
4.1  What this section is about

The previous two sections set the context for condg wage rate studies. They also
show that it is necessary to have an understarafin(p) the type of PEP for which the
study is being conducted, and (b) the existing egva activities, unemployment and
underemployment situation and their implicationslifcelihoods and poverty incidence.

This and the remaining three sections provide &tjpa guide to undertaking studies,
preparing the results and presenting them for:

= setting wage rates;

= estimating the likely labour supply response asdhiiplications for programme costs;
= designing programmes, and

= making policies with respect to PEPs.

The purpose of this section is to assess dataasi#y and requirements for the types of
studies required and their design.

4.2 Data requirement and availability

4.2.1. Study design and type of data required

As noted earlier, wage rate studies for PEPs agdoes aspects:

the labour supply response to alternative wages fatepublic works employment;
the implications of PEP participation for other egmic activities;

to what extent alternative wage rates target pawetions of the population, and
the welfare impact of PEP earnings at alternatisgewates.

Not all of these will be of equal importance in stiidies because of differences in the
issues which need to be addressed in the spedfitext of the PEP. The capacity to
undertake studies will also vary between countiies locations. Therefore, each study will
have to be designed individually to address theveeit issues given the socioeconomic and
poverty situation and the types of PEP activitiein envisaged. However, the four
aspects that wage rate studies address are iatedels we have demonstrated in section 3
and this will have to be recognized in the study.

Data requirements for wage rate studies are seherat followed by an appraisal to
determine whether available data are sufficientridertake the study or data will have to
be collected as a part of the study. In summang dee required on:

* household level demographics;

* household level living standards;

e each “adult” household member’s economic and esdemn-economic activities
such as childcare;

 indication of each “adult’s” availability for PERPmployment and acceptable wage
rate for such work, and

« the household’s vulnerability to crises and impaiftcrises on the household.

The specific data requirements under the aboveitgsdvhy they are required, how
they are to be used and issues related to themdegreset out in Table 4.1.
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Notes explaining the data items are incorporatethéntable but some introductory
observations are necessary. Whether from an existrce or a dedicated survey, data
will normally be from a sample of households antl include a combination of household
level (demographic and living standard) and indieid level (economic activity and
willingness to participate in a PEP for “adult” meens of households). As noted in section
3.2, the widely accepted minimum age for partiegrain economic activity and therefore
being in the labour force age group is 15 yearsméaimum age is recommended though
in some countries an upper limit is specified drate are also some variations in the lower
limit. In wage rate and labour supply studies, dlge range of 15 years and older with no
upper limit should be used, unless there are:pg@giic stipulations at the national level on
the age range for the economically active;(b) thBonal or programme policy stipulates
that the minimum age limit for participation shoud@ higher, or (c) data availability
constraints.

Some data are more difficult to collect than othéns example is data on the living
standards of households. What data are collectécdhaw they are adapted to the specific
requirements will depend on what usable data ajreadst, time constraints and financial
and human resources. In conducting such studiegahainput based on knowledge of the
local circumstances and adaptation to specific itiom$ are essential. Further, making
compromises to design and implement what is feasiblthe specific context is also
essential and a skill that has to be learnt andexbwith the aid of this guide.

4.2.2. Choice between using existing data and
dedicated collection of data

With respect to using existing data or collectingnodata, there are three broad options
depending on the circumstances.

Option 1: Use existing data only.

This could be from a recent household survey uallert by a government agency or
a research institute. The advantage of this appr@éa¢hat the data collection effort is
eliminated and therefore the resource requiremargsiower. Further, sample sizes in
government agency surveys tend to be large witmd@ampling strategies leading to
reliable datasets. In some cases, limited resoumegsbe the overriding factor which leads
to the choice of existing data. Box 4.1 gives aaneple of this option in South Africa
where data from a general household survey condliunyeStatistics South Africa were
used. The total number of non-urban householdsdrsample was over 10,000.

There could be two main disadvantages to thisoopfThe first is that the existing
source or sources may not provide all the requdath and therefore adjustments and
compromises may have to be made. The second ishéhapproach may limit the type of
analysis which can be undertaken. In many casds data may simply not exist or its
owners are protective of it and therefore thisapis not open. Nevertheless, it is always
important to explore what data are available sinee of existing data would reduce the
cost and effort of data collection.

Further, even if the available data are not précisbat is required, they may provide
some comparative evidence on some aspects whadWays valuable (see section 5).

Box 4.1:  Labour supply study in South Africa

In this study, the terms of reference were to undertake a relatively quick study based on available data to
estimate the labour supply response to alternative wage rates. The objective was to aid the assessment
of the likely scale of an EGS and programme costs. The source of data was one of the General
Household Surveys (GHS 2004) periodically conducted by Statistics South Africa. The revealed
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reservation wage approach was developed to make use of the database. The approach is briefly
described in section 6 (also see the South Africa study). In principle, GHS 2004 included data which
could have been used to assess targeting and welfare impact but this was not required.

Option 2: Combine existing data with own data azilten.

This option is possible if there is an existingatigtse with suitable recent data, i.e. a
large enough and representative sample to retecsituation in the areas in which PEP
activities are to be implement@dAdditional data on the specific aspects requfecthe
study for the households in the existing samplelavéne collected through a survey (and
complementary data collection methods). An advant#ghis option is that it reduces the
time and resources required for data collectiopgeglly if the available data are of the
type which are difficult to collect, for example dousehold living standards. This was the
case in the Cambodia study (see Box 4.2). Anottearstage is that this approach enables
development of a relationship with a partner (thener of the data) who has a good
understanding of the data and may have the resoame competence to undertake the

study.

This option will not be possible if a suitable dstae does not exist, the owner is
protective of the data or there are data protedtisnes related to accessing the previously
collected data for the sample households and imgduthem in an additional survey and
matching the data from the two surveys.

Box 4.2:  Labour supply study in Cambodia

The study was conducted in collaboration with the Cambodia Development Resource Institute (CDRI).
The collaboration enabled access to CDRI’s Moving out of Poverty (MOPS) database which has been
tracking the living standards of a sample of households over a number of years. Data on household
income and expenditure of the sample households is collected periodically by CDRI. The study used a
sub-sample of households in the MOPS database. The survey questionnaire did not have to include
questions to assess the living standards of households since data from the MOPS database on income
and expenditure and access to land could be matched with the data collected for the wage rate study.

Option 3: Conduct a survey to collect all the nsaeg data.

If all or some of the data for undertaking the gtwde not available, it will be
necessary to undertake surveys and complementdigcttan of evidence. The Timor
Leste (TL) study (see Box 4.3) is an example of tiption. The advantages of this option
are that the data collection can be designed anplemented to match the data

requirements of the study.

A disadvantage is the higher costs and resouratsirae requirements. Further, while
the data collection can be designed to suit theéystequirements, some compromises based
on what is feasible are inevitable. Another questiowhether the data collection and study
are to be undertaken entirely by programme stadpstted by a consultant if necessary or
to be contracted out in part or whole to a suitadphalified and experienced research
institute or consultant. This issue is also relé¢\fan Option 2 above and is considered in
section 5 below where we address what is involmezbnducting surveys and collection of
complementary information.

% This is of course also a requirement for Option 1.
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Box 4.3: Labour supply study in Timor Leste (TL)

Suitable data for the wage rate study were not available and there was no local research institute
available to undertake the study. The entire study was undertaken by a short-term consultant supported
by the project and ILO Office staff. For the fieldwork, a number of enumerators with previous experience
of survey work and who were local to the districts in which the surveys were to be conducted were
recruited. They were provided with classroom training. The testing of the questionnaire was combined
with field training. No attempt was made to collect data on household expenditure but data was collected
on non-monetary indicators of household living standards.

4.2.3 Detailed specification of data requirements

Table 4.1 is a comprehensive statement of the tgperta required if a full study
addressing all the aspects is requir“@d.The specific study design and associated data
collection will depend on what the study is reqdir® deliver which in turn will be
determined by the type of PEP being consideredtangolicy context. For example, in the
South Africa study (box 4.1), the emphasis washendbour supply response to alternative
wage rates with a view to assessing the scalepaisaible EGS. The study objectives did
not include the targeting or welfare impact aspedise Cambodia study (box 4.2)
encompasses all four aspects (labour supply respanpact on other economic activities,
targeting and welfare impact). Table 4.1, with ddigonal column or columns added, can
be used as a checklist to plan the collection gtired data, the aspects of the study it
refers to, indicate the specifics of the data tocollected (where there are alternatives),
how the data are to be collected and their inctugidhe survey instruments.

Table 4.2 complements Table 4.1 by summarising dedqairements by each of the
four aspects to be investigated. Since all studiag not require investigation of all aspects,
the two tables can be used to specify the datarsgents given the study requirements.
The numbers in column 1 in Table 4.2 refer to teminumbers in Table 4.1. Some of the
data items are alternatives and therefore nothallitems specified may be required. For
example, there are alternative indicators of livietandards for assessing targeting
effectiveness and welfare impact. They are alludet in Table 4.2 but data are only
required for those which are selected for a stWdlgere existing data are being used, the
choice will be limited by what is available. Whatata are to be collected as a part of the
study, Section 5 outlines the options and the @woio be made.

As noted above, the aim of the situation analysiis respect to data requirement and
availability is not simply to make an appraisatlud type of data required depending on the
objectives but to make an appraisal of what dadaasnilable and therefore what the data
collection requirements will be. The choice of optwill be based on this appraisal of data
availability. If it is possible to proceed with Ggm 1, then no data collection is required
and the material in Section 5 can be by-pa“olsddnder options 2 and 3, it will be
necessary to collect data on which Section 5 pesviglidance and insights.

40 Questionnaire design is addressed in section postgxl by the Cambodia study questionnaire as ampra
(Annex I1).
*! Though, conduct of focus group discussions (FGBEy be useful even under Option 1.
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Table 4.2: Data requirements by aspects to be investigated

Data item number
(from Table 4.1)

The labour
supply response
to alternative
wage rates

Implications for
other economic
activities

Targeting
effectiveness

Welfare impact
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5. Conducting surveys and other data
collection

5.1 What this section is about
When the situation analysis is completed (sectr&and 4), we should have:

= understood the type(s) of PEP(s) for which theystadheing undertaken;

= appraised the broad labour market and poverty tgituan the relevant regions to
obtain a broad understanding of (i) types of ecanamntivities, (ii) prevailing wage
and earnings rates, (iii) the seriousness of treemmhoyment and underemployment
situation, and (iv) poverty incidence and its lielaship with means of earning
livelihoods;

= determined what questions are to be answered bstuldg;

» identified existing data for the study if availakéed

» determined what data collection will be required.

In practice, it is not possible to completely compeentalize the situation analysis
from the designing and planning of the study an dallection. Evidently, if some or all
the data required are available and identified rdurihe situation analysis, the data
collection has been in progress alongside the o#fmments of the situation analysis.
Section 4 identifies the type of data requiredtfer study and whether the required data are
available. Where data for the required analysisaaedlable, the material in this section is
not relevant. However, in many cases required @édtanot be available and following the
situation analysis, the decision will be made tdlecd data through a survey and
complementary approaches (options 2 or 3 in sedtidr2). This section provides guidance
on undertaking surveys and complementary data atmle (taking account of local
conditions).

The two complementary methods of data collectioteéoused are: (a) focus group
discussions (FGDs), introduced in section 5.2, @rdsample surveys of households to
collect data on selected household characteriahdson economic activity characteristics
of “adult” members of households (section 5.3).

5.2 Guidance on conducting FGDs

5.2.1.  Why focus groups

The purposes of focus groups for studies of thpetgre to provide a qualitative
context and insights for (a) developing and refinthe household survey questionnaire,
and (b) interpreting the results of the householdesy.

Since the aim of the study is to make an assessohehé appropriate wage rate and
labour availability for a PEP, the FGDs should abta broad understanding of the
importance of unskilled waged employment and otkeurces of cash income for
households, including differences between pooryagee and better off households on
sources of cash income and how it is used. Thisldvailso require discussion of the
characteristics which distinguish between househulith different living standards. The
main aspects to be discussed are:

= types and location of unskilled wage employmentlalike and taken up by people

from the village and any exchange of labour arrareggs between households;
= existing wage rates and payment arrangements;
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= benefit from additional income from wage employment

= seasonality of labour requirement in farming anallawbility for off-farm work;

= Jocal experience of public works employment andvgi@bout participation in public
works;

= acceptable wage rates and employment conditionsufalic works;

= how households accommodate some members takinguge @mployment and the
pros and cons of employment locally and furtherygvaad

= female participation and participation by the yoimgvage employment and public
works.

Further elaboration of the aspects to be discusséatus groups is provided in table
5.2. The template in the table should be reviewethke account of the local situation
(based on the situation analysis) and adaptedcéssary.

The FGD topics outlined above and elaborated inler&t? cover three of the four
wage rate study aspects: (a) wage rate and lahgunysresponse; (b) impact on other
economic activities, and (c) impact on welfare. Ttwarth aspect, targeting effectiven®ss
is important. However, given the constraint onldrggth of FGD which should not stretch
much beyond one hour, it should either be discubsedfly or separated and discussed in
separate FGDs. A brief discussion in a FGD ontthpéc would inquire about the types of
households (poor, average, better off) and per@gs men vs women and youth) likely to
participate in a PEP. A separate FGD would explbese aspects in more detail and also
include discussion of monetary and non-monetarjcatdrs of the standards of living of
households. If the aim is to use non-monetary atdis of the standard of living and
wealth ranking, this aspect should be includedh&RGDs.

5.2.2. Conducting FGDs and record keeping

FGDs should be conducted / facilitated by someoitk training and experience or
under supervision if conducted by a less experi@mpegson. The facilitator should have a
clear understanding of the purpose and issues thsbessed and why and the discussion
should preferably be conducted entirely in the legg of the participants (i.e. without the
use of an interpreter). Care should be taken tarertbat discussion is not dominated by a
few and those who are diffident should be givempportunity to participate.

The facilitator should be supported by a recordeanéke notes on the discussion. An
audio-recording device could be used for greataumacy unless it is felt that such
recording may inhibit participation. The accounttbe FGD should be written up, as
accurately and as soon after the FGD as possibladdimowledging any gaps. It should be
based on a combination of notes taken at the FGIoamthe audio-recording and recall.
The account should then be used as a basis fonisiiggi the information systematically in
a comparative table if appropriate with brief s@ppéntary notes on the main topic areas
(see Annex | for an example).

5.2.3. The number and locations of FGDs

The number of FGDs to be conducted and their lonatiare to some extent
interrelated decisions. It is important to condaictumber of different FGDs to ensure that
the findings from one or two FGDs are not idioswticr; either because of special
circumstances at the locations or problems withctireduct of FGDs. Further, there may be

42 Though the template includes some discussion ftérdhces between poor and better off households in
participation in economic activities and use ofitiddal cash income.
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differences in economic, agricultural and labourrkaga characteristics between regions
about which it is useful to gain insights. Therefan attempt should be made to identify
the main regions with different characteristics #mete should be at least one FGD in each
region. For example, in the Cambodia wage rateysteDs were conducted in four
villages, one in each of the four agro-ecologicales in the country (see Table 5.1).

Table 5.1: Villages in which FGDs and household surveys were conducted (Cambodia study)

Region Village Summary features

Tonle Sap | Andong Trach Wet season rice. Fishing and related activities near lake and on rivers.

(Lake) Many resettled returnees from border refugee camps. 2 km from
National Road 5.

Mekong Babaong Substantial dry season rice. 14 km from Neak Loeang market town.

Plains

Plateau / Khhan Chor Dry season rice, some non-rice crops, substantial forest dependence

Mountain and some commercial plantations. Improved road access since 2002.
Low population density.

Coastal Kompong Low yield wet season rice, coastal fishing and salt panning. On National

Thnaot Road between Kep and Kampot.

Even if the area in which the PEP is intended letikely homogeneous, there should
be at least three FGDs as a check against anyicaic findings. Typically, where there
are some differences in characteristics betweeatitmts, the findings will reveal some
common features and some differences represemtaéeatures of the locations. Annex |
reproduces the summary of findings from the Candodige rate study which draws out
the similarities and differences between the lotetiand provides information which can
be used in interpreting the survey results.

5.2.4. Size of groups and representation

The size of each focus group should be between Btpersons to enable active
participation by persons representing a range o$éloold and personal characteristics. The
participants should include people representingl-afél households, average living
standard households and poorer households, menwanten and younger and older
persons. The facilitator of the focus group mussuea that all participants have an
opportunity to contribute and that the discussgondt dominated by a few.

If women are inhibited from participating in mixgdoups in the cultural context, it

may be necessary to have women only FGDs with teffiagilitators. This may also be the
case for other groups, e.g. poorer people and itiggr

5.2.5. Length of each session
The ideal length of each FGD should not exceed @ur o ensure that there is

opportunity to discuss the topics in some depthevévoiding fatigue and loss of interest
but the facilitator may use discretion to stretoh dliscussion to 1.5 hours.
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5.3 Conducting surveys: Tasks and options

If a suitable set of data for undertaking the asialgoes not exist, it will be necessary
to undertake a survey. The FGDs (see section Ba®jde an input into the conduct of the
survey and especially the design of the questioandihe tasks to be undertaken in
designing and conducting a survey to fulfil the emives established at the situation
analysis stage have been set out below.

Task 1
Based on the situation analysis, establish whastiues are to be answered. A
checklist based on Tables 4.1 and 4.2 would bedan a

Task 2
Determine the role of FGDs, the survey and othenglementary data collection
methods.
Task 3

Design and pilot test the survey questionnaire. Tlaenbodia study questionnaire
(Annex Il) is an aid
Task 4
Determine sample size and sample selection, inwudeographical coverage. The
considerations include representation of differlagal conditions, statistical confidence
levels related to sample size and practical anoures considerations.

Task 5

Train enumerators.
Task 6

Plan and supervise the survey.
Task 7

Codé? the data entry sheets using the selected softi@ageMicrosoft Excel, Stata or
SPSS), entering data and cleafitrig

Task 8
Summarize and analyse data. This is not part oflwcting the survey and is dealt
with in the next section. However we mention itehdrecause it is essential that when
planning and implementing the survey and codingracdrding the data, the purposes for
which data are being collected and recorded asglglanderstood.

The next question to be considered is how the susv® be conducted and by whom.
As a part of the situation analysis (section 4)atwesources and capacities exist to conduct
the study would have been assessed. This will méterhow the study is conducted as well
as the scope and the nature of the study basedanisvfeasible. Two options are set out
below.

Option 1

The first option is to collaborate with a localtitige or consultant with the capacity
to undertake the survey and participate in theyaigls well if the local partner has the
capacity.

43 Coding refers to how the data are recorded to enatiducing summary results and conducting analysis
How the data are coded has implications for the aas flexibility with which they can be used.

44 Cleaning is required because almost always thers@me errors, gaps and discrepancies in the ddth w
need to be dealt with.
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This option will increase the cost of the study tilt have a number of advantages.
The first is less effort on the part of the prognaenstaff who may not have the specialist
knowledge and contacts to organise the study ardl dnd manage the field staff. The
second is that a well-chosen local partner willehthe experience of conducting the survey
and the local knowledge, an invaluable input inésigning the study and developing and
refining the survey questionnaire. These inputs laedl knowledge and contacts are of
value for conducting FGDs as well. The Cambodidysta an example of this option.

Option 2

If cost considerations do not permit and / or gr#his no local institute or consultant
with the capacity and experience to undertake tildysthe programme team guided by an
international consultant if necessary, will be mwble for all the tasks. The cost of
undertaking the study in this way could be lowet imore effort will be required on the
part of the programme staff. The scope of the slabuld be limited to what is feasible to
do given the resources and capacities if the gualithe output is not to be compromised.

Even if Option 1 is used, to ensure that the suar@ydata preparation are appropriate
for the objectives of the study, the programme teamst collaborate with the institute in
the tasks. Clearly, the programme team commisgjpthia study must be involved in Task
1 to specify the questions to be addressed. Theklistebased on Table 4.1 will aid the
programme team in producing the terms of referemzkthe investigation questions. The
programme team should also collaborate with thenpain Task 2, i.e. in determining the
combination of FGDs, household survey and othex daliection methods to be employed.

On Task 3, the partner will be responsible for Ifimag the issues for the FGDs and
designing the survey questionnaire. However in lofthhese, the template and guiding
principles will be the ones supplied with this glidhe role of the local partner will be to
adapt them to the local conditions with approvalfrthe programme team. Task 3 also
includes pilot testing the questionnaire (and th8DE). The field training part of
enumerator training could be conducted side by witle pilot testing. The pilot testing and
enumerator training will be undertaken by the parttout it is important that the
programme team is involved in reviewing the resudtsd agreeing any required
amendments to the instruments.

The programme team will also be involved in TaskWhile the partner will be
responsible for the technical aspects of deterrmitie sample size and sample selection,
the programme team’s involvement will be requiredduse of the need to make decisions
on balancing study effectiveness and practicalfiawashcial considerations.

Tasks 6 and 7 will largely be the responsibilityttod partner though some monitoring
of Task 6 will be required and on Task 7, it wi# hecessary for the programme team to
clearly communicate to the partner the form in Wwhilkke data are to be supplied and the
types of summary findings and analysis requiredkT&is considered in the next section.
However, if the study is undertaken with a locadtitute or consultant, the latter is most
likely to be also involved in the analysis in cbidmation with the programme team.

If the programme or project team has to underthkestudy without a local partner, it
will be responsible for all the tasks listed at feginning of this section (5.3). The previous
discussion indicates that the programme team cosmnisig the study has to be involved
in a number of these tasks. The team will cleaglyehto take added responsibility for these
tasks and, in addition, for conducting the surieyparticular, the additional tasks will be:

» Finding enumerators. Normally those with prior exgace of survey work
undertaken for other organizations will be avaiabl

= Much effort will be needed in providing classroonddield training (the latter
usually combined with pilot testing).
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= Further the programme team will be responsiblarfanaging enumerators and
monitoring the survey process.

5.4 Designing the questionnaire

5.4.1. Labour supply response and impact on other
economic activities

Questionnaire design is determined by the dataetadilected which are in turn
determined by the required analysis which will blated to the four aspects of wage rate
and labour supply studies:

= the labour supply response to alternative wages fatepublic works employment;
= the implications of PEP participation for other momic activities;

= to what extent alternative wage rates target pa®etions of the population, and
= the welfare impact of PEP earnings at alternatiagewates.

Table 4.1 sets out the data requirements for tlhe &spects and along with the
Cambodia study questionnaire (see Annex Il) pravitlee framework and template for
questionnaire design. In designing the questioendirere are some areas where choices
have to be made on the type of data to be collezmbeldthe level of detail required. The
choices will depend on the scope of the study, vileether the analysis is required to
produce evidence on all four aspects or to focusane of them. We start by setting out
the core parts of the questionnaire which will beadly similar with some local
adaptations wherever the study is undertaken. TdmabGdia study questionnaire (Annex
I) provides the template for questions on wagesand labour supply response, impact on
economic activities and partially on the welfargaut (notably, contribution to mitigating
the effects of shocks).

For targeting effectiveness in the Cambodia stukisting data for the sample
households were used (see Box 4.2). The economiMdtyaguestions (items 9 to 18 in
Table 4.1 and part 3 of the questionnaire in Aniieare core because they are needed to
assess the proportion of economically active pexstime nature of economic activities
currently undertaken and earnings in paid employraed relate these to the need for PEP
activities expressed by the stated willingnessattigpate.

Item 21 in Table 4.1 is required to obtain inforinaton stated availability for a PEP
and acceptable wage rate for such work. The quesstegarding acceptable pay have to be
constructed and asked with care and a responsgusred for each person 15 years old or
older if 15 years is the minimum age for PEP pgodéiton. The approach proposed here is
to start with a low but not totally unrealistic veagate based on available evidence on the
distribution of wage rates including from FGDs amdjuire whether this would be
acceptable for PEP employment (indicating the matirthe employment). If this is not
acceptable, the same question should be posedwitlcific higher wage rate. This should
not be repeated more than twice because it mighgapas if the enumerator is bargaining.
If neither of the specific wage rate is acceptathle final question should be on the
minimum acceptable wage rate for PEP type workwolfwage rate is acceptable for such
work, an additional question could be added on wigh work is not acceptable at any
wage rate.

To illustrate the above, we use the Cambodia s{gdg questions 3.18 to 3.20 in
Annex Il). The first question on this subject @ih Annex Il) asked, for each person in
the 15+ age range in the household, whether he/abevailable for “manual work in road
improvement, such as digging earth or hauling”u€ls work is offered at a wage rate
equivalent to roughly $1.2 per day. If the perstated unwillingness to work for $1.2, a
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further question was asked to inquire whether teesgn would be available at the
equivalent of $2.1 per day.

While a reasonable response may be expected gubstion is repeated once with a
higher wage rate, i.e. $1.2 followed by $2.1, iswlaought that repeating the same question
with higher wage rates would introduce an elemdnbargaining with the respondent
speculating how far the enumerator was willing o Gherefore if the response to the
question on willingness to work for $2.1 was negatithe follow-up inquiry was the
minimum acceptable pay for manual work. The choit$1.2 and $2.1 per day was partly
based on evidence on distribution of rural wagesr@nd earnings from other sources and
partly on evidence from pilot testing of the questiaire.

A stated willingness to work at $1.2 by a memberaafespondent household was
taken to indicate that the stated reservation WBY#) of the person is $1.2 or lower and if
the answer is positive for $2.1, the stated RWeisvben $1.2 and $2.1. The open question
on the wage rate at which the person would bengilio work if $2.1 was too low was
intended to provide data on a subjectively stat&tl Bbove $2.1. A problem with a
subjectively stated acceptable wage rate is thaday not be reflected in actual conduct.
This issue was raised in section 3.3 where we nibta@idcorroborating evidence on actual
wage rates and earnings (revealed evidence) cauldsbd to test the robustness of the
findings on stated acceptable wage rates for PEHogment. In Section 6 we demonstrate
how revealed and stated evidence can be usedamplementary way.

In addition, the hh demographic questions (itemand 2 in Table 4.1 and part 2 in
Annex Il) are essential for a number of reasongyTdre needed to obtain estimates of: (a)
the economically active proportion of the sample] &) the demographic characteristics
of the economically active and those who stateinvgiiess to participate in a PEP at
different wage rates. They are also needed fornmtion on the size and age composition
of households for assessing targeting effectiveaadsvelfare impact on the household of
earnings from a PEP. The combination of the camst referred to above will enable
estimation of the labour supply response at altemavage rates by the stated and revealed
methods.

The construction of some of the core parts of thestjonnaire (notably, economic
activity and stated availability) is complex anéittadministration in the field requires well
trained enumerators working with care. However, eomollected, the data and their
interpretation and use are not complex. The econamotivity data are generally for
relatively short recall periods and do not reqeweplex information. The stated wage data
are subjective but can be corroborated with eviddnem “revealed” wage and earnings
rates (see section 6). If the questionnaire igdichto the core parts referred to above, it will
not collect information on the standards of livioighouseholds and therefore the data will
not be capable of analysis of targeting effectigsnés noted in section 4, establishing the
living standards of households is more complex. Winber of alternative options for
assessing the living standards of hhs of respoadeatoutlined in the next section.

5.4.2 Targeting effectiveness and welfare impact

Living standards of households

Why we need this information and what we need

Two of the aspects to be investigated in wage eatd labour supply studies,
depending on their scope, are the extent to wliehwage rates target poorer sections of
the population and the welfare impact of PEP egsiiat alternative wage rates (see the
beginning of section 5.4.1. These two aspects@neerned with the safety net objective of
PEPs, i.e. provision of income support for poovanerable households.
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The issues to be addressed are: (a) whether thepByment offered at a specified
wage rate is effective in targeting the poor anhexable}” and (b) the impact of earnings
from the PEP (estimated from the wage rate andntmaber of days of employment
offered) on the standard of living. On the welfamgpact of PEP employment, if it is
possible to obtain a monetary measure of standaliging, e.g. household expenditdfe
per capita, it would be possible to measure thecefif earnings from PEP employment on
the household. If this is not possible, we neeldawee an alternative approach to measuring
impact, e.g. comparison of earnings from PEP ppdiion with poverty lines or evidence
on household expenditure from other sources.

Investigation of targeting and welfare impact regsievidence on the socio-economic
characteristics, and especially the living stanslaftthe potential participants’ households.
However, obtaining reliable information on monetameasures of living standards
(expenditure per capita) is a specialist task maggiicareful and detailed planning and data
collection may be beyond the scope of a study isftifpe. In addition, what can be done
will depend on the capabilities and resources alkal for conducting the study. Here, we
set out alternative approaches to obtaining inftionaon living standards and their pros
and cons. They are broadly ordered according tor thase of use and level of
sophistication starting with the simplest firstcens 6 and 7 illustrate how information of
different types on living standards can be usedaddress targeting effectiveness and
welfare impact.

Food adequacy as an indicator of standard of living

Under this approach, the respondent would be askedwell the households’ food
requirements are met each year with four possilegories: ‘chronic deficit’, ‘occasional
deficit’, ‘break even’ and ‘surplus’. Another optigs a simpler formulation of the question
such as whether members of households have gomgyhdaring the past year and how
frequently. Households can be put into living stddcategories based on their responses
(e.g. “Chronic deficit”, “Occasional deficit”, elcto assess targeting effectiveness. Since
gquantitative evidence on expenditure level is nollected, the quantitative impact of
earnings cannot be calculated. Questions would medsk included (e.g. on how cash
earnings would be used) to make a qualitative asss® of the welfare impact earnings
from PEP employment.

Use of this indicator should be preceded by FGDgé&p check prevalence of food
deficiency; (b) test whether it is appropriate tolude a question on food deficiency, and
(c) determine the precise form in which the quessibould be asked.

Pros

v" A single simple to use and understandable question.
v/ Suitable where the capacity and resources to wualded more advanced inquiry are
limited.

45 See section 3 for details on the role of the wagein targeting.

48 Expenditure per head is preferred over incomehgad for a number of reasons. International evielenc
(Anand and Harris, 1994; World Bank, 2002) indicatest expenditure is easier to measure and coreléeggu
by respondents. It is also more stable than incsimee households smooth their consumption in the &
income variability.
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v Appropriate in areas or at times where food segisifin issue and food insecurity is
linked to poverty.

Cons

v' It is a subjective approach (based on respondeseiperception) with all its
limitations — inaccurate responses because of mmadl, biased response because of
the perceived stigma associated with food insecuaihd differences between
respondents on perception.

v It is a qualitative and approximate indicator ofilg standard and therefore a
guantifiable measure of welfare impact of employh@mnot be obtained. However,
it would be possible to include a question for hjsctive response on the possible
impact of earnings from PEP on the adequacy of foothe household.

v' If food deprivation is widespread, the question magt distinguish between
households with different standards of living.

One or more non-monetary indicators of living standard

A number of non-monetary indicators on which data be collected readily can be
used. They include indicators related to meansvefithood or evidence of living standard.
Examples of indicators related to means of livadith@re: (a) ownership or access to land
and the amount of land; (b) ownership of livesto@®; ownership of farm or transport
equipment (though the latter could be evidencetaidard of living as well), and (d) off-
farm employment or business. Examples of evideridé&viog standard are: (a) size and
construction of house and whether owned, and (bjeoship of durable assets (including
type of transport).

As for food security, FGDs are needed to idenftifg tmost important aspects to be
included but the choice derived would be subjecth@ugh based on a group consensus
rather than individual perception. FGDs could dsoused to rank and even weight the
relative aspects.

A simple approach to putting households into livetgndard categories for examining
targeting would be based on ownership of (or act@ssombinations of assets. A more
sophisticated approach would be to use a stalistiethod (e.g. factor analysis or multiple
correspondence analysis) to determine weightshiirtdicators and categorize households
in living standard categories according to suchcaes Since neither the basic nor the
statistical approach produces a monetary measuséantlard of living such as household
expenditure per head, Questions would need to tleded (e.g. on how cash earnings
would be used) to make a qualitative assessmethieofvelfare impact earnings from PEP
employment, questions to make a qualitative assassof the welfare impact earnings
from PEP employment would be needed as for the $odfttiency approach (see above).

Pros

v" The evidence is generally objective and verifiabie therefore the subjectivity
associated with self-perception on food sufficierschess of an issue.

v It is appropriate where resources and capacitystovey and analysis are not
sufficient for obtaining data on household expeurdit

v It may be more appropriate where overall livinghsiErds are somewhat higher.
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Cons

v It is difficult to decide which indicator(s) to usad how to weight and combine
them, especially since there are different typesinglicators, some providing
evidence on means of livelihood and others of \standard.

v'As there is no monetary indicator, there is thees@aue in measuring impact of
PEP earnings on a household as with food security.

One or more non-monetary indicators of living standard linked to a monetary
indicator

This approach requires collection of data on nometary indicators from the
household survey in the same way as the previopsoaph. In addition, for a smaller
sample of households, a detailed expenditure sus/eydertaken. Statistical analysis is
then undertaken on the data from the small sangplevifiich non-monetary and monetary
data have been collected to estimate the relatiprisftween the monetary indicator and
the non-monetary indicators. The estimated relatignis then used to put the households
in the full survey into living standard categortesed on estimated household expenditure
per head.

FGDs are invaluable in arriving at the list of nmenetary indicators of living
standards. The quality of the results depend onotiteome of the statistical estimation
which is based on the hypothesis that a close &atistically significant fit can be
established between a selection of non-monetaricatats and the chosen monetary
indicator. Even if the fit is good, it is unliketg be perfect and therefore there will be some
errors in putting households in expenditure catiegor

Pros

v" This approach provides an estimate of a conventimoaetary indicator of living
standard (expenditure per head) backed by theicestip with non-monetary
indicators.

v" The monetary indicator can be compared with avilateasures of poverty (e.g.
poverty lines) and the welfare impact of earningsnf PEP employment can be
measured in monetary terms as a proportion of aggiemhousehold expenditure.

Cons

v' The approach requires capacity and additional effmrundertake the smaller
household expenditure survey. Such surveys ariewifto undertake and subject
to errors even when undertaken by specialist paedamd the results are subject
to inaccuracies, especially if they are based errdleall method (i.e. respondents
providing information on expenditure from memory).

v' Technical capacity and software are required tcettalle the statistical analysis
(multiple regressions).

4T There are also important and fundamental healttrition and education indicators of welfare. Howe\data

on some of these indicators (e.g. weight of chiidaed nutritional deficiencies) are difficult tolleet in an
economic activity oriented household survey. Infation on whether children attend school and whether
household members can afford to attend healthcslinan be collected but both these indicators dgusb
depend on the households’ ability to pay for ushese facilities but also their local availability.

61



Obtaining or using data on household expenditure per head

Both for assessing targeting effectiveness and anelfimpact, information on
household expenditure per head is required. Theenaltive approaches above have been
proposed because, as noted earlier, obtaining mséden income and expenditure of the
households of those wishing to participate in PEitnfa wage rate survey increases the
complexity of the task. Obtaining reliable incommed a&expenditure data is generally more
difficult and requires more interview time with remholds and repeat visits or other
approaches such as asking the household to keegpyaod expenditure over a period of
time.

One option is to select a sample of householdsvfam such data are available. As
noted in section 4 and in the earlier discussiotasks and options in section 5.3, in the
Cambodia study collaboration with CDRI and selettida sub-sample of households from
the MOPS database made it possible to match datinmmme and expenditure for
households with data collected for the wage ratdyst

Pros

v' This approach provides information on the converdiomonetary indicator of
living standard (expenditure per head).

v" The monetary indicator can be compared with aviglateasures of poverty (e.g.
poverty lines) and the welfare impact of earningsf PEP employment can be
measured in monetary terms as a proportion of tmldexpenditure.

Cons

v" A household survey including household expenditquestions requires the
capacity, resources and additional effort to hoakkbxpenditure survey.

v' The data obtained are subject to errors even whetertaken by specialist
personnel and the results are subject to inacagaespecially if they are based on
the recall method (i.e. respondents providing imi@tion on expenditure from
memory).
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6. Data presentation and analysis

6.1

What this section is about

As we have noted in section 4, the data may cooma &n existing source or from a
survey undertaken as part of the study. Therevawanain aspects of the data presentation
and analysis. Section 6.2 deals with presenting dibecriptive summary statistics. Its
purposes are to: (a) describe the general situapicted by the data, and (b) compare it
with the general labour market, economic activityg goverty situation in the country or
the region. The description and comparison are 3sa¢g to confirm, at least in general,
that the data to be used are robust enough farthlysis.

Section 6.3 shows how to analyse the data to asldnesfour aspects of wage rate
studies:

the labour supply response to alternative wage fatepublic works employment;
the implications of PEP participation for other eomic activities;

to what extent alternative wage rates target pawetions of the population, and
the welfare impact of PEP earnings at alternatiagewrates.

The data requirements for the four aspects of thdysand approaches to data
collection have been outlined in the previous twotiens. The coded data, whether from
an existing source or collected as a part of thdystmay be in a number of forms. They
could be in a statistical package such as SPSStata $r database software such as
Microsoft Access or even in Microsoft Excel. Thetadaset should contain matching
household level and person level data for membgtsoseholds 15 years old or older.
Normally the analysis requires merging of househelgl and person level data. The type
of processing and analysis required are principalulation and cross-tabulation of data
and can be undertaken in any of the above softthaegh Microsoft Excel is less flexible
and cannot deal easily with large data sets. Fanityli with the software used and
especially the ability to handle data within it assential requirements.

6.2 Descriptive summary of data and testing
robustness

Whether the data are obtained from an existingoda& or collected for the studye
need to provide a general descriptive summary mopeoe with the broad economic, labour
market and poverty situation. For example, in tlenBodia study the summary data on the
demographic and economic characteristics includeddllowing:

= average household size and household size distnibloy region;

= age and sex structure of households;

= proportions of male and female headed households;

= agricultural land per person available to sampleskbolds and proportion of landless
households;

= types of economic activities by sector, and

= earnings in paid economic activities.

To provide a reliability check, the summary datatfe study sample in the Cambodia

study were compared with information obtained fravailable sources on employment by
sector (from a recent population census), dailyraye earnings of vulnerable workers

63



(from surveys conducted by a research institut&) @am national poverty lines (from a
World Bank study based on evidence collected byNdwgonal Institute of Statistics). Other
information on levels of economic activity, unempitent and underemployment used in
conducting the labour market and poverty situatioalysis (see section 3) at the national
level was from Cambodia Socioeconomic Surveys anaralysis of the unemployment
and underemployment situation undertaken on betfathe ILO (Morris, 2007). The
comparison confirmed that our sample is broadlyesgntative of the national and regional
situation on these features.

The descriptive presentation can also be used temaore specific checks. For
example in the South Africa study, evidence froom&al Household Survey (GHS) 2004
was used to explore the present economic activifiekose who would be willing to take
up a job if it was offered. Over 86 per cent ofghavho were willing to take up a job if
offered were currently unemployed. This gives ih&ginto the nature of the problem
(greater prevalence of open unemployment in Soditita) and supports the assumptions
underlying our approach to estimating the distitubf RWs (see section 3.3).

If there are differences between summary surveg dat those from other sources,
we need to have plausible explanations for theedifice and make allowances for the
differences when using and interpreting the sudegq.

6.3 Data analysis: Labour supply response

6.3.1. Labour supply response using existing data (revealed
evidence)

With the revealed approach, the distribution okreation wages is inferred from data
on earnings. For those who were in paid employmerself-employment, the reservation
wage rate or earnings has been revealed to be goalower than the wage rate at which
the person was working. We therefore have revealgdience on the upper limits of the
reservation wage rates or earnings rates of thosmiployment or self-employment. A
complicating issue could be the interpretationhef RW for those who worked for only
part of the time during the reference period. # tkason for working part of the time for
most in this category is not enough work (evideomfteunderemployment), it can be
reasonably assumed that the actual wage rate igpfyer limit of the RW as for the fulltime
employed®.

According to conventional definitions, the unempdydefined as those who were not
in any employment or self-employment during thesrefice period but had made some
effort to seek employment or start a business dutie reference period (see section 3.2
and Table 4.1), are economically active and parthef labour force. If off-farm work
opportunities are limited, “discouraged workers”ynteave ceased looking for work and
therefore would be excluded from the labour forceoading to the conventional definition
of economic activity (see section 3.2). Howevernated in section 3.3 and Table 4.1,
“discouraged workers” are likely to become econa@itycactive if sufficiently attractive
work opportunities become available. Therefore E& Project in close proximity would
induce some discouraged workers to become econlyrécdive.

8 Based on the reasonable assumption that such goakerinvoluntarily underemployed and would work
more at the same wage rate if the opportunity wadable.
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It is assumed that each unemployed person seeRiptpgment more or less actively
and each discouraged worker not actively seekindkwuas a reservation wage rate. The
inference is made that the distribution of the meston wage rates of the unemployed is
identical to the distribution of the reservationggaRW) rates of those who are in cash
earning employment. The assumptions underlying itifisrence have been set out and
discussed in section 3. However, the approach geapbere and described below does not
require information about the precise RW of eadempiial participant.

Based on the above assumptions, the approach essittee labour supply response
by analyzing the database to identify the numbgres§ons who are likely to participate in
a PEP at a range of wage rates under two alteenaisumptions: (a) PEP participation is
restricted to one person per household, and (bjhtingber of participants per household is
not restricted. A distinction is made between tyues of potential PEP participants, those
who are currently employed at a wage rate belowengPEP wage rate and those who are
unemployed and available for work. It is assumeat thhe former will switch to PEP
employment because of the higher wage rate. Sétsiinalysis is undertaken to estimate
the labour supply response when only a proportidhase with current wage rate below a
given PEP wage rate (for example only those inaasushort-term employment) switch to
PEP employment while those in longer term regutapleyment at a wage rate below the
given wage rate may prefer to remain in this emplengt and not switch to the PEP
offering employment of short duration.

To relate the two types of potential participamt®employment related characteristics
of households, four types of households have baemtified with respect to their labour
supply response to PEP (Figure 6.1). The respanB&P of the four types of households is
summarized below under the two alternative assumgtthat PEP employment would be
(a) restricted to 1 person per household, andl(ipeasons wishing to participate would be
provided PEP employmefit.

Figure 6.1: Household characteristics and labour supply response to a PEP

Households Type IV
Proportional PEP participants:
Households with at least
one person unemployed and available
for work (prop ortion estimated
from distribution of upper limit of
reservation wages).

Households Type II1

Potential PEP participants:
Households with at least

one person employed at a wage rate

below the PEP wage rate.

4® A limitation of this approach is that it is based the household level and does not take accouttieof
individual level characteristics which influence tillingness to accept PEP work.
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Labour supply: One per household restriction

For labour supply response restricted to 1 per éimald, PEP employment by
household type can be identified by using the failhg criteria for interrogating the
database.

Household type |

Households with no one available for employmeng. (®o old or disabled to work, in
full time education or too busy with household ater activities to undertake paid
employment).

Labour supply response: None

Assumptions: Household members do not switch frolintime education or household
and other activities to take up PEP employment. Sdbald members do not include
“discouraged workers®.

Household type II

Households with working age persons either empl@tedage rates above the given
PEP wage rat& or not available for employment (e.g. too old @atled to work, in full
time education or too busy with household and othetivities to undertake paid
employment)

Labour supply response: None

Assumptions: Household members do not switch frémeropaid employment (because
of higher pay in comparable or preferable workll, time education or household and other
activities to take up PEP employment. Household beesido not include “discouraged
workers”. It is possible that some persons in watrkigher pay may prefer PEP work at a
lower wage rate if PEP work is preferable and/aset to home. If this is the case, the
labour supply response at a given wage rate mayderestimated.

Household type Il

Households with at least one person employed ahgewate below the given PEP
wage rate.

Labour supply response: One PEP participant persdimld (restricted to one per
household case).

%0 “Discouraged workers” are assumed to be avail&ework if it becomes available (see the preceding
discussion in this section, sections 3.2 and 3d3Table 4.1 in this guide and section 4.3 in Vaidgd Ahmed,
2007). They are persons who have not been actbeslising work but are available for work if it iSered.

51 This exercise is conducted for a range of altéreavage rates. Therefore, a person not includedarabour
supply response at a lower wage rate may be indlatie@ higher wage rate. In the South Africa stusiyng
data from 2004 General Household Survey (GHS) coleduby Statistics South Africa (see Vaidya and
Ahmed, 2007), the wage rates ranged between aBa2it&$10.5 per day at the exchange rate atrte fi
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Assumptions: Either the person employed at the fdotlvan given PEP wage rate
switches to PEP employment or another person in hbesehold who is currently
unemployed and available for work takes up PEP eympént. Sensitivity analysis to be
undertaken to assess the effects of less than @0Gent switching to PEP by those
employed at below the given PEP wage rate.

Household type IV

Households with no one employed at below the giv&RP wage rate or there is no
indication of the minimum acceptable wage rate.(eg response received during the
survey) but at least one person unemployed andbblaifor work.

Labour supply response: One PEP participant frgmnogortion of households (restricted
case, therefore one per household).

Assumption: The proportion and number of partictpaavailable for PEP work at a
given PEP wage rate is estimated by comparing igtelaition of the upper limit of the
reservation wage rate (derived from the data) thithgiven PEP wage rate.

Labour supply: No restriction on number of particip ants per household

Labour supply response to PEP employment by holdyoe not restricted to one
person per household can be identified by thevigilg criteria using the database.

Household types | & Il

Labour supply response: None (as in the one pesdimld restricted case).
Assumptions: The restricted case assumptions apply.

Household type llI

Households with at least one person employed aagewate below the given PEP
wage rate.

Labour supply response: All persons employed atgewate below the given PEP wage
rate. Proportion of all persons unemployed andlawig for work.

Assumptions:

All persons employed at lower than given PEP wage switch to PEP employment.
Sensitivity analysis to assess the effects oftlesss 100 per cent switching to PEP by those
employed at below the given PEP wage rate.

For the unemployed and available in Type Il howudds$, the proportional labour
supply response is estimated by comparing theilision of the upper limit of the
reservation wage rate (derived from the databagh)tie given PEP wage rate (as for the
household Type IV under the restricted and unistticases).

Household type IV

Households with no one employed at below the gRieER wage rate or there is no
indication of the minimum acceptable wage ratehef household but at least one person
unemployed and available for work.

Labour supply response: Proportion of all persoreamployed and available for work.
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Table 6.1:

Assumption: The proportion and number of partictpaavailable for PEP work at a
given PEP wage rate is estimated by comparing istelaition of the upper limit of the
reservation wage rate (derived from the data) thighgiven PEP wage rate but with the one
per household restriction removed.

In practice, labour supply responses for the unoéstl cases can be estimated by
computing the average number of available persen3ype Il and IV households and the
number of Type Il and IV households estimatedtifier one per household case.

Table 6.1 shows the estimated labour supply regpand the wage bill for one of the
provinces from the South Africa study under twouagstions: (a) access to PEP restricted
to one person per household, and (b) 100 per deait ourrently employed at below the
given wage rate would switch to the PEP. For exanfph PEP offered the monthly wage
rate equivalent to $92.3 per month at 2004 prids per month at 2006 prices, all those
employed at the current wage rate below this lexaild switch to PEP employment. The
Excel based model developed in the study made geiple to estimate labour supply
response under alternative assumptions (i.e. witess to PEP not restricted to one per
household and alternative assumptions about thegygrof persons with wage rate below
the given wage rate switching to the PEP). Theetahbws the wage elasticttyf labour
supply which is high at the lower wage rates buidishes at the higher levels as the
proportion of persons with higher RWs is lower. Wmge bill which indicates the size of
the programme is shown under alternative assungptiom the number of days of
employment offered. The actual programme costs avbal significantly higher since non-
labour costs are not included. The Excel templateiged with this guide (see section 7)
includes provision for estimating total programmosts (i.e. labour and non-labour costs).

Summary table of labour supply response for Limpopo Province, South Africa

(restricted to one person per household)

Labour supply estimate for: | Limpopo Province, South Africa
Assumptions
Participation per household 1 Person per Proportion of currently
(HH) Restricted / unrestricted HH employed switching: 100%
Monthly Daily wage rate, Labour Supply Equivalent Elasticity (% Wage bill | Wage bill
wage rate, $ | $ equivalent (number of daily wage change in (Million (Million $)
equivalent (2004 prices) persons) rate at 2006 labour supply $)-Ass1l | -Ass2(b)
(2004 prices ($ response / % (a)
prices) equivalent) change in the
wage rate)
46.2 2.1 403,048 2.3 73 91
61.5 2.8 613,568 3.0 1.45 148 184
92.3 4.2 877,307 4.5 0.88 316 395
123.1 5.6 1,093,839 6.0 0.77 525 656
153.8 7.0 1,160,824 7.5 0.27 696 870
184.6 8.4 1,236,658 9.0 0.35 891 1,114
215.4 9.8 1,269,469 10.5 0.17 1,067 1,333

52 This is the most commonly used measure of labepply response defined in a footnote in sectiona3.the
percentage change in labour supply for a 1 perd®atge in the wage rate.
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(a) Ass 1 - 80 days of work offered by EPWP
(b) Ass 2 - 100 days of work offered by EPWP

Exchange rate: US$1 = 7.15 ZAR (at the time of the study)
Source: Vaidya and Ahmed (2007) (the South Africa study)

6.3.2. Labour supply response from dedicated survey
(stated and revealed evidence)

The procedure for estimating the labour supply aasp from stated evidence is
simpler since it is not necessary to infer the laksupply response but to simply tabulate
the data from stated responses. The labour supply fliven wage rate is the total number
of persons who are available for employment at #mat lower wage rates. The procedure
and qualifications are illustrated here with théph&f evidence from the Cambodia study.
Tables 6.2 (column 6) shows the stated labour suggph proportion of the total number of
persons in the 15+ age range.

According to Table 6.2, in total 1074 persons &% per cent of the labour force and
46 per cent of those 15 years or older in the Hwlde® in the survey sample) stated that
they would be available for public works employmemtsome wage rate. At least one
person from 437 out of 600 households (73 per dediyated availability for public works
employment. The remaining 163 households (27 pat)dead no members willing to
participate. It cannot be assumed all these holdelim not wish to participate because
they are sufficiently well off. Some of them mawhaneed for additional cash income but
may not have members who are able to participapelitic works. As noted in sections 2.2
and 6.3.1, public works participation may not beudable safety net for all. From the 437
participating households on average 2.3 personshpesehold are available for public
works. The table shows that if there is no limit the number of participants from a
household, for 11.5 per cent of those indicatingilability for public works at some wage
rate, $1.2 would be acceptable while for a furth2© per cent, $2.1 would be acceptable
and so on. The wage rate at which a person stawshe/she is willing to take up
employment is the stated reservation wage (RMZplumn 7, which shows availability for
public works as per cent of persons in the 15+ragge, is the labour supply response for
the sample at a given wage rate as per cent d&heopulation”

%3 The differences in percentages is explained byah® per cent of those in the labour force ageigro.e.
persons 15 years or older) claiming to be econdlyigasactive. However, some persons in this catggtid
indicate willingness to participate in a PEP impa@sse to the survey.

54 Or the upper limit of the person’s RW if there iselement of bargaining in the stated RW.

%5 Strictly speaking, the labour supply should ber@spnted as a proportion of the economically activeas
been represented here as the proportion of thepopaulation in the 15+ age group because somepsnsho
were not economically active have indicated williegs to participate in public works. The resultshia table
are for a sample of households. Their broader egility should be qualified by estimating confiden
intervals. Indeed, when designing the study, thmpéa size and selection should ensure that the Isamp
estimates can be relied on as being representstie population within reasonable margins of erro
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Table 6.2: Acceptable wage rates for public works, all respondents

(1) (2) (3) (4) (5) (6) (7) (8)

Minimum Numbe | % of Cum Cum % Cum % of Cum % of all | Average

acceptable r of respondents | nhumbers "available | economica | in 15+ age supply

pay for public | respon | "available" "available | " for lly active range in elasticity

works ($ -dents | for public " for public available sample

equivalent works public works for public households

per day) works works
$1.2 124 11.5 124 11.5 5.9 5.3
$2.1 139 12.9 263 24.5 12.5 11.3 1.26
$2.4 202 18.8 465 43.3 22.2 19.9 5.27
$2.8 258 24.0 723 67.3 34.5 31.0 2.39
$3.6 259 24.1 982 91.4 46.9 421 1.37
$4.7 85 7.9 1067 99.3 50.9 45.7 0.29
$5.9 5 0.5 1072 99.8 51.1 45.9 0.02
$7.1 2 0.2 1074 100.0 51.2 46.0 0.01

Total 1074

Total labour 2096

force in

sample

Total 2333

population

15+ years in

sample

Source: Adapted from the Cambodia Study, Vaidya (2010).

The evidence on labour supply response has alsoussal to estimate average labour
supply elasticitie¥ . The supply elasticity of nearly 5.3 for an irase in the wage rate
from $2.1 to $2.4 indicates that a 10 per centeiase in the wage rate would lead to a more
than 50 per cent increase in the labour supply. fiigk elasticity demonstrates a strong
demand for employment in response to a relativelglsincrease in the wage rate. The
high elasticity implies that at the higher wagesrtite wage bill would be higher if all those
available to work are employed. The supply elastig also high for an increase in the
wage rate between $2.4 and $2.8. Above $2.8, wmutasupply response diminishes as the
number of respondents in the sample with statecewatgs for public works employment
higher than $2.8 is small and we also have wages rahich are well above comparable
market wage rates.

A problem with stated intentions is that resporsadtual employment opportunities
may be different from response to hypothetical qaes (see section 3.3). Table 4.1 and
section 5.4 outline approaches for dealing witk gioblem. Nevertheless, it is important to
obtain corroborating evidence which may be from finelings of the survey or other
sources. An important source from survey findirggthe evidence provided by respondents

%6 Defined earlier as (% change in labour supply}{fange in the wage rate).
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on earnings. This can be interpreted as the reddalmur supply response (see section
6.3.1). In the Cambodia study, the initial compamief stated and revealed evidence led to
the following observations:

= the total number of persons engaged in waged emmgot/ or cash earning self-
employment was much smaller than those statindadoily for a PEP;

= in one of the locations, the incidence of cashiagramployment was much lower;

= in the location with very low cash earning employtehe stated wage rates for a
PEP were higher than revealed earnings and stadeg wates elsewhere possibly
because the latter were based on insufficient leaalence, and

= the predominant types of cash earning work wasilliedland therefore comparable
with PEP work.

Based on the above observations on the evidence the Cambodia study, the
following estimates of labour supply response veen@pared:

= the unadjusted stated labour availability at spegtifwage rates (“Stated — all
locations” in Table 6.3);

= the stated labour availability at specified wageesaadjusted by taking out
observations from the location with low cash eagnand high stated wage rates
(“Stated — ‘unrealistic’ locations taken out” infla 6.3;

= the revealed labour supply response based on a@ihgs rates reported by survey
respondents (since comparison of stated intentigtisactual earnings would provide
a better insight into the labour supply responsd anmore reliable basis for
estimating the labour supply response) (“Distribaitdof cash earnings” in Table 6.3);

= the revealed labour supply scaled up proportioriallye comparable with the number
who stated they would be available for PEP workigtbution of cash earnings —
scaled up for comparison” in Table 6.3).

The last adjustment above (d) was made to make rapa@son between the
distribution of revealed and stated RWs. The totainber of persons engaged in cash
earnings in the study sample being smaller thasethwho stated availability for public
works employment at some wage rate indicates ligahtimber of persons who would wish
to be engaged in cash earning is constrained byahildy of opportunities rather than
supply of labouY. If the distribution of RWs of those with cash r@ags is comparable
with the RWs of the economically active who areilade for paid employment but do not
have such employment, the stated approach coutdrsdered to be robust.

Table 6.2 shows the four alternative labour suppsponses and Figure 6.2 shows the
comparison graphically. The shapes of the labopplsucurves are broadly similar and the
curves remain close to each other with the exceptib “Earnings distribution” which
diverges sharply from the stated labour supply esiabove $2.4. The divergence could be
explained by a shortage of higher paying employraedtearning opportunities.

Closer examination shows that while the shapeshefcurves are broadly similar,
there are differences in the labour supply respamdieated by the evidence at the wage
rate of $2.4 ranging between 19.9 per cent of theufation in the 15+ age range for
“Stated — all locations” and 31.2 per cent for ‘#iiags distribution scaled up”. “The Stated
— unrealistic locations excluded” and “Earninggrisition” are close to each other at this
wage rate. Therefore, it seems reasonable to usgetb— unrealistic taken out” as the
central assumption for estimating the labour supggponse and the wage bill with

5" This assumption underlies the approach propos#dsmuide.
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“Earnings distribution scaled up” providing a hifgtbour supply estimate at lower wage
rates. Thus the Cambodia study demonstrates thefusited and revealed evidence to
corroborate the findings and produce estimatesabbur supply response to alternative
which can be used to estimate the programme walgenbli overall costs (see Section 7).
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Figure 6.2: Labour supply response, stated and revealed
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Source: The Cambodia Study, Vaidya (2010).

Labour supply response if access to public workdinsted to one person per
household was also estimated in the Cambodia Fé?tuAys Table 6.4 shows, of the 600
households in the sample, at least one person wkisgwto participate from 437
households (i.e. about 73 per cent of all samplesdloolds) and the rate of participation of
households at each wage rate level is higher ti@rate of participation by individuals. As
expected, Figure 6.3 shows that the labour sumsganse restricted to one per household
is lower than the unrestricted labour supply respoat each wage rate. The “one per
household” restriction limits the labour supply pesse under the one per household
restriction to just under 19 per cent of the popaita This clearly has implications for the
wage bill and programme costs.

%8 |n practice, when such a restriction is imposeteas may be strictly limited to one specific parfom a
household or more than one person per household gauticipate as long as the total number of dafys
employment per household is limited to a given nendd days.
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Table 6.4: One per household restricted labour supply as per cent of 15+ populations

Minimum acceptable pay Number of households % of all % of 15+
for public works ($ with at least one person | sample population in
equivalent per day) available for public households | sample households
works
$1.2 73 12.2 3.1
$2.1 137 22.8 5.9
$2.4 222 37.0 9.5
$2.8 313 52.2 13.4
$3.6 404 67.3 17.3
$4.7 434 72.3 18.6
$7.1 437 72.8 18.7
$7.1+ 437 72.8 18.7
All sample households 600
Population in sample 15+ age 2333
range
Source: The Cambodia Study, Vaidya (2010).
Figure 6.3: Labour supply response, all and one per household
77 Figure 6.3: Labour supply response, all and one per househpld
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In addition to estimating the likely labour supplsponse, it is important to know
about the current economic activities of those vdtate availability for a PEP, the
proportion of women and men among those who wishpagticipate and the age
distribution. This information can be obtained bsoss-tabulating the data on these
characteristics with availability for a PEP at alegive wage rates. In the Cambodia study,
80 per cent of those wishing to participate wergagied in subsistence production broadly
reflecting the distribution of economic activitiesthe sample. The proportion of women
willing to participate at lower wage rates was samat higher than the proportion of men.
On the age distribution of those wishing to paptite in the Cambodia study, the
proportion of the youngest age group (15 to 24 g)eaishing to participate was the highest
but this was commensurate with their proportiothen sample population.

Another aspect to be examined in a wage rate abdutasupply study is the
implications of PEP participation for other econoractivities (see sections 5.4.1 and 6.1).
This can be addressed by the survey through questio availability of the respondent for
paid work and what would happen to the currentviigs if such work is taken up (see
Tables 4.1 and 4.2 and questions 3.16 and 3.1himeAll). This aspect is discussed in
Section 7 with an illustration from the Cambodiadst

6.4 Data analysis: Targeting effectiveness

Given the safety net objective of PEPs, the airassessing targeting effectiveness is
to examine to what extent PEP participation wilhale the poorest sections of the
population with the greatest need for a safety Isstes related to targeting effectiveness
were discussed in section 3 and the choice of atdiis of household living standards was
discussed in section 4. With respect to wage ftatties, the issue to be investigated is the
effectiveness of the wage rate as a mechanisnafgeting the poor. Here, we outline the
presentation of data for assessing targeting éffswess’. The implications for policy and
operations are considered in section 7.

The indicators of living standards of householdgld¢de monetary or non-monetary.
Monetary indicators, notably the income or expanditper head, are considered to be the
most direct indicators of living standard. The glitation for examining targeting
effectiveness used here is based on a monetamgaiodi Targeting effectiveness can also
be assessed with non-monetary indicators as we ahtive end of this section.

As noted in section 5, conventionally expendituee pead is preferred over income
per head. If evidence on expenditure per head afdadle, the households of those who
have indicated availability for a PEP can be ptd groups of equal size according to their
expenditure level. If they are put in five grougsach group is a quintile with the
households with the lowest expenditure per headgbput in the lowest quintile. From
cross-tabulation of these quintiles with acceptatdge rates for respondents it is possible
to obtain evidence on targeting effectiveness.

If targeting within a quintile is effective, a higoroportion of those in the very poor

category would find low wage rates acceptable atavaproportion of those in the better
off quintiles would find them acceptable. Relatitergeting across quintiles presents

% See Chapter 4 in Grosh et al (2008) for more @etaiiscussion of targeting effectiveness, exclusiod
inclusion errors and their measurement.
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evidence on targeting effectiveness for one or moietiles relative to the total number of
persons in all quintiles for a range of wage ratedle 6.5 illustrates the above points with
hypothetical data and provides some two measuréa@éting effectiveness: (a) targeting
effectiveness within quintile, and (b) targetinfeefiveness across quintiles.

Table 6.5: Selected measures of targeting effectiveness: Template

Willingness to work at Expenditure per head quintiles
a given daily wage
rate ($)
Q1l: Very Q2: Q3: Q4: Q5: Total
poor Poor Middle Better | Best off
off
Targeting effectiveness within quintile
1.0 50 40 30 10 0 130
1.5 30 40 40 30 20 160
2.0 15 10 20 50 30 125
2.5 5 8 8 5 25 51
3.0 0 2 2 5 25 34
Total 100 100 100 100 100 500
Total $1.5 or below 80 80 70 40 20 290
$1.5 or below as % of
total 80.0 80.0 70.0 40.0 20.0 58.0
Total below $2.0 95 90 90 90 50 415
$2.0 or below as % of
total 95.0 90.0 90.0 90.0 50.0 83.0
Targeting effectiveness across quintiles Targeting
index
Quintile 1 up to $1.5 as 27.6 No targeting if % at or below 20.0 137.9
% of all up to $1.5
Quintile 1 up to $2.0 as 22.9 No targeting if % at or below 20.0 114.5
% of all up to $2.0
Quintiles 1 & 2 up to 69.2 No targeting if % at or below 40.0 173.1
S1.5as % of all up to
$1.5
Quintiles 1 & 2 up to 55.2 No targeting if % at or below 40.0 137.9
$2.0as % of all up to
$2.0
Quintiles 1 to 3 up to 923 No targeting if % at or below 60.0 153.8
$1.5 as % of all up to
S1.5
Quintiles 1 to 3 up to 79.3 No targeting if % at or below 60.0 132.2
$2.0as % of all up to
$2.0

Starting with targeting within quintiles in Table5g(the top half of the table), a high
level of targeting would be indicated if most obse in “Q1: Very poor” find the lower
wage rates acceptable while those in “Q4: BettBraofd “Q5: Best off” quintiles are only
willing to work for the higher wage rates. The tbthows that the numbers and
percentages of persons willing to work for $1.0oover, $1.5 or lower and $2.0 or lower in
the first quintile are 50, 80 and 95 per cent respely. Comparison with the higher
quintiles suggests some evidence of targetingnaige rates of $1.0 and $1.5 per day since
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the percentages of participants at this wage rata fuintiles 4 and 5 are much lower. At
the wage rate of $2.0, targeting appears much weake

The bottom half of the table shows another way easuring targeting effectiveness.
For a given wage rate, it shows whether the prapouf persons from the lower quintiles
is lower or higher than the overall average whigpresents no targeting. For example, in
the row “Quintile 1 up to $1.5 as per cent of gl to $1.5”, 27.6 per cent in the second
column is the number of persons who find $1.5 s lacceptable for public work
employment (i.e. 50+30 in the “Very poor” columrg a per cent of all persons who find
such work acceptable at this or lower wage rag {i30+160 in the “Total” column), i.e.
27.6 per cent. The “No targeting if % at or belo2@ per cent in the same row is the per
cent of very poor who are available for public we(k00 persons) as a per cent of all who
are available for public works (500 persons). Sitiee calculated targeting index at 27.6
per cent is higher than 20 per cent, there is serigence of targeting.

The targeting index shows some, but not high, targeffectiveness at wage rates of
$1.5 and $2.0 per day but much greater effectienaéshe lower wage rate as would be
expected if the conventional view on the effecte®s of targeting is accepted. The table
shows much higher level of targeting for the bottiovo quintiles at the wage rate of $1.5
per day (targeting index of 69 per cent comparetth &ino targeting percentage of 40).
Table 6.5 is hypothetical. In Section 7 we loolaetual evidence from the Cambodia study
and consider the policy and operational implicagian the context of findings from
Cambodia.

For assessing effectiveness of targeting it isnmemtessary to categorize households
according to monetary indicators of standard oinly Non-monetary indicators can be
used if they are suitable for categorizing housdhatto groups according to their standard
of living. Examples include amount of land per heahdt a household has access to,
categories of food sufficiency or an index basedowmmership of assets which were
discussed in section 5.4.2. An electronic copyafl& 6.5 is available as an Excel template
which can be easily adapted for use with actua.dette adaptations required would be in
the headings for the monetary or non-monetary bbriaised to categorize households
according to living standards, the number of steshdd living categories and the range of
wage rates.

6.5 Data analysis: Welfare impact of PEP earnings

The fourth aspect to be investigated is the welfarpact of earnings from PEP
employment. This could be done quantitatively calgatively. The actual amount which
could be earned at a given wage rate and the nuoflalrys of employment can be readily
established. If the household expenditure is knatwa, welfare impact of the additional
earnings can be measured as a percentage incredlse capacity of the household to
spend. This could also be expressed on a per chpges. If data on household level
monetary indicator of living standard are not aafalg, earnings from PEP employment can
be compared with independent estimates of houselmtdmes and expenditures.
Irrespective of whether data on household experalidwe available, a useful comparison
would be with the level of expenditure per headckhiepresents the poverty line. In the
Timor Leste study, estimated earnings from publicks employment were compared with
the poverty line and with estimates made by the ltWBood Programme (WFP) of the
average expenditure levels of poor households.

If the aim of a PEP is to provide support at tinonéshocks, PEP earnings can be
compared with the estimated costs of the shockhénCambodia study, estimated PEP
earnings at alternative wage rates were comparediov and high household expenditure
levels to examine the welfare impact. Comparisos alao made with the estimated costs
of shocks suffered by the sample households (se8€7). An important qualification is
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that if our main concern is with the welfare impamt PEP participants from poor
households, the effectiveness with respect to dfetysnet objective depends not only on
the level of earnings from PEP participation bgbahe effectiveness of targeting.

A qualitative appraisal could either be undertakestead of the quantitative if data on
household expenditure levels are not availableitrglinfeasible to collect such data as
part of the survey or it could complement quantigatmeasures of welfare impact. The
qualitative appraisal could take the form of: (&35, and /or (b) part of a survey
questionnaire which inquires about the main usethefadditional income. Ideally, such
inquiries should be followed up when programme enptntation has started.
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7. Presenting the evidence and analysis and
determining the PEP wage rate

7.1  Implications of study aspects for policya nd
operations

Table 7.1: Policy and operational implications of study aspects

Study aspects Policy Operational
1. Labour supply PEP wage rates. Scale and scope also relevant for
response to planning and implementing

Assessment of the scale and scope of | operations.

alternative PEP wage
situation to be addressed.

rates
Estimates of programme costs and
scale at alternative wage rates to
assess affordability.
Implement criteria for selection of
Set criteria for selection of participants.
participants.

2. Implications of PEP PEP wage rates. Phasing of PEP works to minimize
participation for disruption of other economic
other economic Important to ensure that PEP activities.

. supplements existing sustainable
activities L . .
means of livelihoods. Include studies to assess impact
and targeting during programme.

3. To what extent PEP wage rates. Include studies to assess impact
alternative wage and targeting during programme.
rates target poorer Evaluation of targeting effectiveness

. in relation to the programme cost Implement criteria for selection of
sections of the . i .
] and public asset creation participants.
population improvement.
Set criteria for selection of
participants.

4. Welfare impact of PEP wage rates. Include studies to assess impact

PEP earnings. and targeting during programme.

Evaluation of the welfare impact in
relation to the programme cost and
public asset creation/ improvement.

This section provides guidance on preparing the tgp information and analysis
required from wage rate studies at the policy apdrational levels. In Table 7.1, we
identify the policy and operational implications thfe four aspects which are normally
investigated by wage rate studies though theitivelamportance may differ depending on

80



the specifics of the situation being investigite@he PEP wage rate appears against all
four aspects. This is not surprising given the scibpf this guide. The level of the wage
rate in combination with other policies has implicas for each one of the aspects (see
section 3). Therefore, when the four aspects haes liscussed in this section, the setting
of the wage rate is considered in section 7.2 waithillustrative example from the
Cambodia study.

Table 7.1 also indicates that as a part of operattbere is a need to follow up the
wage rate study undertaken at the planning stagePBP with studies during
implementation to appraise and monitor the perfoiceaof the PEP with respect to aspects
2, 3 and 4 and to make any necessary adjustmept8ity and operations. Investigation of
all three aspects can be incorporated into a sstgldy of participants of PEPs.

As the first aspect in Table 7.1 indicates, es@satf labour supply response to a PEP
are clearly important for assessing the size armhrgghical scope of the programme.
Further, estimates of labour supply at differentgavaates can be used to consider
alternative options and associated programme caosits.excel workbook template
(WageRate-L abour Supply-ProgrammeCost-Model) for making estimates of programme
costs and assessing the welfare impact under afigenassumptions is available. The
workbook has been referred to in this section wittre detailed discussion of how it can
be used in section 7.3. If estimated programmescast considered to be too high and
unaffordable, one option is to set additional cidteto limit participation. WageRate-
Labour Supply-ProgrammeCost-Model includes number of days of employment per person
which could be altered by the user of the templatdimit the number of days of
participation by a perséh

Table 7.2 illustrates the type of information amalgisis on labour supply response to
alternative wage rates and implications for progrentosts based on the Cambodia study.
The table assumes a PEP for an area with a populati1l00,000 persons as an illustration.
It shows that if the wage rate is $2.4 per day,uatdd per cent of those in the 15+ age
group will be willing to participate. If each persds provided 50 days of public works
employment, the annual wage bill part of prograntosts will be about $1.84 million.
There will clearly be additional non-labour costsiet are likely to be 30 to 60 per cent of
total programme costs depending on types of pmjant labour intensity. These are not
shown in this illustration. Th&VageRate-Labour Supply-ProgrammeCost-Model enables
estimates of overall programme costs.

® These four aspects were summarized at the endctibs 2 and used in sections 4, 5 and 6 to devilep
guide.
%L The limit could be for an individual or for a haimld. The latter is the case with the MGNREGA ididn
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Table 7.2: Wage rate, labour supply response and labour cost of programme in Cambodia - all
respondents, central assumption

Population
Total target population 100,000
Population in the 15+ age group 64,300
Persons willing and able to participate at given daily Per cent
wage rate ($) as per cent of 15+ population
1.2 7.8
2.1 16.6
24 24.2
2.8 28.3
3.6 40.8
Total number available at given daily wage rate ($) Number available
1.2 5,021
2.1 10,650
2.4 15,549
2.8 18,181
3.6 26,240
Number of days of employment per person offered 50
Wage bill at alternative wage rates ($ per day)
1.2 $301,260
2.1 $1,118,250
24 $1,865,880
2.8 $2,545,340
3.6 $4,723,200
Wage bill as % of GDP at alternative wage rates ($ GDP = $9,574,000,000
per day)
1.2 0.00
2.1 0.01
24 0.02
2.8 0.03
3.6 0.05
Wage bill as % of public sector expenditure at Public sector exp. = $1,478,000,000.00
alternative wage rates ($ per day)
1.2 0.02
2.1 0.08
2.4 0.13
2.8 0.17
3.6 0.32

Source: Adapted from Cambodia Study, Vaidya (2010).
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The Cambodia study also showed that if participati® limited to one person
equivalent per household for 50 days at $2.4 pgr daout 37 per cent of households
would participate and the wage bill would be aldmalf of the wage bill without the one per
household restriction. Therefore the one per haldetestriction could be an attractive
option if the objective is to reach the largest bemof households within a tighter budget
constraint. The table also shows the wage billscastper cent of GDP and public sector
expenditure. The actual numbers are not relevare kace the size of the assumed
programme on which they are based is small buttide demonstrates that such
comparisons would enable assessment of the affiitgaid a PEP.

A broader policy consideration is implications faher economic activities of PEP
employment (second aspect in Table 7.1), notablgtisdr PEP draws people away from
other sustainable economic activities importantrémal livelihoods and other employment
opportunities. Evidence from the survey and FGDsresponse to questions on the
implications for other economic activities of PE&tTipation would be relevant. If there is
evidence of disruption of other economic activities would be necessary to alter
programme design including the wage rate and camgiary selection criteria. Any
disruptive impact could also be reduced by phagtad® works during the less busy
agricultural seasons.

Table 7.3: Current activities of those available for additional work

Region

Current activities Tonle | Mekong | Plateau / Coastal | Whole | Per cent

Sap Plain Mountain sample
No activities or paid work at 11 27 10 26 74 4.8
present
Combine new employment with 274 203 168 63 708 45.9
current activities
Give up current paid employment 183 161 32 143 519 33.6
Other family members to do more 59 75 50 33 217 14.1
household chores and work on
farm
Another family member to take up 6 7 5 8 26 1.7
current paid employment
Total 533 473 265 273 1544 100.0

Source: Adapted from Cambodia Study, Vaidya (2010).

Table 7.3 shows responses from the Cambodia study question on what would
happen to work and other activities currently baingertaken if the respondent took up a
new job. The evidence was collected from respomseguestions 3.16 and 3.17 in the
questionnaire (see Annex Il). Less than 5 per oétthose who would take up other work
were not engaged in paid work. Nearly 46 per céthase who would take up other work
would combine it with their current activities. Bhiis consistent with the general
characteristics of the rural labour market in whitle economically active combine a
number of activities, typically farming with off#im employment, to supplement their
livelihoods. A substantial proportion (over onerthiwould give up their current activity to
take up paid employment. In Cambodia, the reasowiltingness to give up current paid
employment was that the current activity was ndficgantly attractive in length of time
and / or reward. Studies would need to examineegnid on current economic activities
and acceptable pay for this group of respondentetermine whether there was likely to
be any serious disruption of other economic aatisit
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Table 7.4: Wage rate and welfare impact on households

Average annual hh expenditure’ S
1st quintile (bottom 20%) 1,033
2nd quintile (next 20%) 1,406
3rd quintile (middle 20%) 1,805
4th quintile (above average 20%) 2,390
5th quintile (top 20%) 6,311
Number of days of PEP employment for a household’ 50
Pay per day Ss2.1
PEP wage contribution as % of hh expenditure

1st quintile (bottom 20%) 10.3
2nd quintile (next 20%) 7.6
3rd quintile (middle 20%) 5.9
4th quintile (above average 20%) 4.5
5th quintile (top 20%) 1.7
Pay per day $2.4
PEP wage contribution as % of hh expenditure

1st quintile (bottom 20%) 11.5
2nd quintile (next 20%) 8.4
3rd quintile (middle 20%) 6.6
4th quintile (above average 20%) 5.0
5th quintile (top 20%) 1.9
Pay per day 52.8
PEP wage contribution as % of hh expenditure

1st quintile (bottom 20%) 13.8
2nd quintile (next 20%) 10.1
3rd quintile (middle 20%) 7.9
4th quintile (above average 20%) 6.0
5th quintile (top 20%) 2.3
Pay per day $3.6
PW wage contribution as % of hh expenditure

1st quintile (bottom 20%) 17.2
2nd quintile (next 20%) 12.7
3rd quintile (middle 20%) 9.9
4th quintile (above average 20%) 7.4
5th quintile (top 20%) 2.8

Note:

1 - Assumptions are average household size in adult equivalent of 4.7. The average expenditure per
head of $0, 6 equivalent per person per day for the 1* quintile (bottom 20%), $0.8 per person per day
for the 2™ quintile, $1.1 per person per day for the 3" quintile, $1.4 per person per day for the a"
quintile and $3, 7 per person per day for the 5 quintile (top 20%) derived from MOPS data on
household consumption expenditure.

2 — The total number of days of PEP employment could be by one hh member or shared between
more than one members.

Source: Adapted from Cambodia Study, Vaidya (2010).

The effectiveness of targeting and the welfare ichjpa households of PEP earnings
(aspects 3 and 4 respectively in Table 7.1) areitapt considerations in formulating the
overall policy to use a PEP as a safety net ingnirand in designing a PEP. We illustrate
the assessment of welfare impact first.
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As noted in 5.4.2 above, one approach to represgttie welfare impact of PEP
employment on a household is the contribution ofP PEarnings as a proportion of
household expenditure. Table 7.4 shows an illustrtatrom the Cambodia study of the
welfare impact of earnings from public works emmlent as a proportion of household
expenditure. The expenditure data for samples afséloolds were collected by the
Cambodia Development Resource Institute (CDRI) @$ @f its Moving Out of Poverty

Study (MOPS). The expenditure includes the valusubkistence production consurifed

The rows under the heading “Average annual hh edipee” in table 7.4 show the
calculation of average annual consumption experalftor households in each expenditure
per head quintile based on an average adult egmivédmily size of 4.7 persons. The rest
of the table shows the contribution of earninganfr60 days of PEP employment at
alternative wage rates as proportions of hh experedfor average hhs in each quintile. The
relative contribution of earnings from PEP emploptas a proportion of its expenditure
varies depending on the level of household experditEvidently for given PEP earnings
the welfare impact is higher for poorer househoktsa daily wage rate equivalent to $2.4,
the contribution made by earnings from a PEP wd@dabout 11.5 per cent of the total
expenditure for an average household in the botxpenditure per capita quintile while it
would only be 5 per cent for the average houseimaide fourth quintile.

The impact of income from PEP employment on padichouseholds would vary
depending on its size since the calculations inl@ah4 are for an average sized
househol&. If more than one person from a household partiegahe contribution at the
household level would be higher. The percentagériborions in Table 7.4 are proportions
of annual expenditure. During the time when a hbalkemember is being paid for PEP
participation, the contribution to the householdslfare will be much higher. If PEP
activities are phased to be during periods wherséloolds are short of food or income
earning opportunities, the PEP would make an ingmortincome and expenditure
smoothing contribution.

The monetary impact from PEP employment can benastd if it has been possible
to obtain information on household expenditure Ievit was noted in section 5 that such
information is not easy to obtain reliably from warate studies. In the absence of such
information, there are two alternatives: (a) congmar of earnings from PEP employment
with information on expenditure of poor househdigsn other sources, and (b) inclusion
of questions on how households intend to spenddtdéional cash income.

On the first alternative, in the Cambodia studyomparison was made between PEP
earnings for a given number of days at a given wagewith the expenditure level used to
define the poverty line. The distribution of houslkehexpenditure levels for households in
the study sample was also compared with a recestiynated rural poverty line. In the
Timor Leste study, it was not possible to colleatadon household expenditure levels.
Evidence from another source, a recent World Faodramme study (WFP, 2006) of food
insecure households, was used to assess welfa@ctingh PEP employment on poor

%2 In the technical literature, a distinction is mdnsween actual household expenditure within argjweriod
and consumption. The latter includes imputed vafaethe use of consumer durables owned by thedimid,
imputed rent for owner-occupied living accommodatmd consumption of own produce. The expenditata d
used here include value of own consumption buimptited values for durables or living accommodatibime
term household expenditure is used here.

8 |t average household size varies between quintités variation should be allowed for when caltinig the
contribution of the income from PEP employment ggaportion of its expenditure. Another option ésdeal
with variation in household size with different mtimrds of living would be to create quintiles fargons
instead of households (Grosh, 2008). In the Cambstlidy, there were no large variations in average
household size and therefore, these refinements marmade.
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households. According to this analysis, about 20cpat of households were considered to
be food insecure, 23 per cent highly vulnerable 2hdnoderately vulnerable. The average
monthly expenditures per person for these housshakte $4.6, $7.6 and $10.7 for the
food insecure, highly vulnerable and moderatelyngtdble households respectively.

Table 7.5: Household level benefits of PEP employment under alternative assumptions - lllustration from

the Timor Leste study
3 months of PEP employment
for a household
No of days of employment (1) 66
Earnings from PEP employment (2) 132

WFP 2006 - Food insecure
Average annual household expenditure (3) 309
PEP earnings as % of household expenditure 42.7

WFP 2006 - Highly vulnerable
Average annual household expenditure (4) 511

PEP earnings as % of household expenditure 25.8

WEFP 2006 - Moderately vulnerable
Average annual household expenditure (5) 719
PEP earnings as % of household expenditure 18.4
(1) 22 working days per month assumed. On average, 2.4 persons available per household.
(2) At $2.00 per day wage rate.
(3) Assuming a household size of 5.6 persons (Timor Leste Survey of Living Standards Survey,
2007, and the Timor Leste Study, 2008) and monthly expenditure of $4.6 per person per
month (WFP, 2006).
(4) Assuming a household size of 5.6 persons and monthly expenditure of $7.6 per person per
month (WFP, 2006).
(5) Assuming a household size of 5.6 persons and monthly expenditure of $10.7 per person
per month (WFP, 2006).
Source: Adapted from Timor Leste study, Vaidya (2008)

Table 7.5 shows earnings from PEP employment feretimonths which could be the
typical length of time for which a person could draployed on a PEP. It is assumed that
employment is limited to one person per househeabd.the “food insecure”, on average the
contribution of earnings from PEP employment asgaeit of household expenditure would
be significant, about 42 per cent. For the “higinlynerable” and “moderately vulnerable”
households, the proportional contributions are lo(26 and 18 per cent respectively) but
nevertheless significant. The Timor Leste survagdence showed that for households from
which persons were willing to participate, on agera2.4 persons were willing to
participate. Therefore, if the one person per hooisk restriction is not placed, the
contribution of PEP earnings would be even largkenwever, there could be equity issues
since households with larger number of membersggaating would benefit more from
PEP employment.

The second alternative in the absence of housdbell expenditure data from the
study is to include questions on how the houseladdld use additional cash income.
Generally, poorer households tend to use additior@me (especially if they are food
insecure) on food and other essential items omtogdf debt. If there is more expenditure
on schooling or health, these would also be pasiielfare impacts. Ideally, follow up
studies when a PEP is in place should be carrietibocompare stated intention responses
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before employment and when income is in hand. #tukh be noted that obtaining an
indication of the monetary contribution to househekpenditure and information on how
additional income might be used are not mutuallglusive and doing both will produce a
more rounded picture.

Another safety net role for households offered By®is support when the household
suffers from a shock, either because of changpenific circumstances of the household or
a natural or economic occurrence with wider impatta part of a country or the whole
country. Questions can be included in the wageaatkelabour supply study questionnaire
on whether the household has suffered a shochkygieeof shock and how it coped with it
(see questions 4.1 and 4.2 in Annex Il). UsingGlaenbodia study as an illustration, about
two-thirds of all households had suffered at lemst type of shock during the last six
months. Examples of shocks included family sho8dsper cent) such as death of a family
member, illness in the family and fire. Natural ck® (26 per cent) included crop failure,
crop damage by flooding and death of livestock.reooic shocks (17 per cent) included
loss of a family member’s job or fall in earnings.

The average monetary cost of each type of shodkastd by households was $85,
$57 and $63 respectively for family, natural andrexnic shocks. Earnings from fifty days
of public works employment for a household at tlagarate of $2.4 would be $119 which
would clearly more than compensate for the avemnag@etary cost of the shock. In
response to a question on how households copedstitbks, largest amounts were raised
by households from sale of assets followed by seekielp from friends, relatives and
others, borrowing and spending from savings. Logkor jobs was also an option. Clearly,
access to local public works employment would redine need to sell assets, borrow and
draw down savings.

The focus above is on the contribution of PEP egsito the livelihoods of poor
households. However, the extent to which poor Hoalsis benefit from PEP employment
depends on the effectiveness of targeting. Theamional case for setting the wage rate at
a lower level is to target poor households butltieer wage rate for a given amount of
employment per household reduces the income suppovided by the PEP. Further, in
section 3 we pointed out that while the wage ragdome intuitive appeal as an instrument
for targeting the poor (i.e. at lower wage ratemrpr people will be willing to work on a
programme but not the better off), the actual sitmacan be more complex. In section 6
we showed how targeting effectiveness can be aste®¥¢e do not intend to repeat the
discussion in sections 3 and 6 here but to exasonee policy implications based on the
evidence from the Cambodia study (see Tables d& a).

Table 7.6 presents evidence from the Cambodia studyhe number of persons
stating availability for public works at a given gearate and the expenditure per head
quintile in which the person’s household falls. [Eab.7 presents similar evidence but with
households put into quintiles according to accessuttivable land instead of expenditure
per head. As explained in section 6 with the hélable 6.5, the top part of Table 7.6
shows the evidence followed by some calculationmdicators of targeting effectiveness
within quintiles and relative targeting across d¢ies. If targeting within a quintile is
effective, a high proportion of those in the vegop category would find low wage rates
acceptable and a low proportion of those in theebetff quintiles would find low wage
rates acceptable. Relative targeting across oesntppresents evidence on targeting
effectiveness for one or more quintiles relative the total number of persons (or
households in the one per household cases) iniallilgs for a range of wage rates.

Starting with targeting within quintiles in Table67 the numbers and percentages of
persons willing to work for $2.1 or lower and $2dlower in the first quintile are 28.8 and
51.1 per cent respectively. This implies that ne&f per cent of the “Very poor” would
not undertake public works for less than $2.8. Canspn with the higher quintile suggests
very weak targeting since somewhat lower per céntPoor”, “Middle” and “Above
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Table 7.6: Acceptable pay for public works by household expenditure quintiles and targeting

average” than the “Very poor” indicated $2.1 pey daceptable. However, the per cent of
the “Top 20%" finding $2.1 per day acceptable im@dt the same as that for the “Very
poor”.

Evidence on targeting across quintiles also showakwtargeting. There is some
degree of targeting if the per cent of the “Verppgaaccepting $2.1 or lower wage rate is
greater than 21.7 per cent. The targeting index6(@Br cent as a per cent of 21.7 per cent
in this case) is 117.8 and indicates some leveéhigfeting. A similar calculation for wage
rates up to $2.4 also indicates some level of targef persons in the lowest expenditure
quintile. However, similar calculations of targefireffectiveness for quintiles 1 and 2
(“Very poor” and “Poor”) for $2.1 and $2.4 indieano targeting or even somewhat
negative targeting since the targeting indiceskelew 100. This implies that there is a
higher representation of persons from the threeeuppintiles for wage rates of $2.1 and
$2.4 or below and a similar result for the bottdiree quintiles. Arguably, at the lowest
wage rate of $1.2, there would be a higher reptaten of the “Very poor”. While the
proportion of the “Very poor” is significantly highn at this wage rate, there are substantial
numbers of those in the higher expenditure qumtiMlling to work for $1.2 and the
number of persons from the highest quintiles ishéigthan that from the lowest. This
evidence corroborates the discussion in sectionnBidh casts doubts on the efficacy of
wage rates by themselves as a means of targengoibr and the welfare implications of
low wage rates (sections 5.4.2 and 7.2).

Willingness to work at a given wage rate | Quintiles of consumption per head by

(S per day) village aggregated to total

Targeting effectiveness within quintile Very | Poor | Middle | Above Top Total

Poor average | 20%

1.2 32 17 20 17 37 123

2.1 35 23 39 23 19 139

2.4 52 46 54 22 28 202

2.8 55 59 36 62 46 258

3.6 37 50 66 46 60 259

4.7 22 24 10 14 15 85

5.9 0 0 0 5 0 5

7.1 0 0 1 1 0 2

Total 233 219 226 190 205 1073

Targeting within quintiles

Total $2.1 or below 67 40 59 40 56 262

$2.1 or below as % of total 28.8 18.3 26.1 21.1 27.3 24.4

Total below 10,000 riel 119 86 113 62 84 464

$2.4 or below as % of total 51.1 |39.3 |50.0 32.6 410 | 432

Targeting effectiveness within quintile Targeting
index

Quintile 1 up to $2.1 as % of all up to $2.1 25.6 No targeting if % at or below 21.7 117.8

Quintile 1 up to $2.4 as % of all up to $2.4 25.6 No targeting if % at or below 21.7 118.1

Quintiles 1 & 2 up to $2.1 as % of all up to | 39.8 No targeting if % at or below 42.1 94.6

$2.1

Quintiles 1 & 2 up to $2.4 as % of all up to | 40.8 No targeting if % at or below 42.1 96.9

$2.4

Quintiles 1 to 3 up to $2.1 as % of all up to | 56.1 No targeting if % at or below 63.2 88.8

$2.1

Quintiles 1 to 3 up to $2.4 as % of all up to | 63.4 No targeting if % at or below 63.2 100.3

S2.4

Source: Adapted from Cambodia Study, Vaidya (2010).
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Given the apparent poor targeting effectivenesposkrty measured on the basis of
household expenditure level per head, targetingctffeness of access to land for
cultivation as a proxy indicator for household siam of living was examined in the
Cambodia study. Table 7.7 shows the number of perstating availability for public
works at a given wage rate and quintiles of cultigdand that the person’s household has
access to. The bottom quintile includes persons ftandless households. The targeting
indices being well in excess of 100 in the tablevsleclear evidence of a level of targeting
especially with respect to a wage rate of $2.1thedargeting of the bottom two quintiles.
However, at $2.1, based on stated availability gablic works, nearly 19 per cent of
participants will be from households in the top tyeontiles.

Table 7.7: Acceptable pay for public works by access to cultivable land quintiles and targeting

Willingness to work at a given | Quintiles of cultivable land access per head for whole

wage rate ($ per day) sample

Targeting effectiveness within | Lowest Next Middle Above Highest | Total

quintile 20% 20% 20% average | 20%

including 20%
landless

1.2 22 34 35 19 14 124

2.1 38 51 34 10 6 139

2.4 40 29 40 52 41 202

2.8 19 34 34 92 79 258

3.6 60 39 48 63 49 259

4.7 19 22 12 20 12 85

5.9 0 0 5 0 0 5

7.1 0 0 1 1 0 2

Total 198 209 209 257 201 1074

Targeting within quintiles

Total $2.1 or below 60 85 69 29 20 263

$2.1 or below as % of total 30.3 40.7 33.0 11.3 10.0 24.5

Total below $2.4 100 114 109 81 61 465

$2.4 or below as % of total 50.5 54.5 52.2 31.5 30.3 433

Total in each quintiles 471 470 459 499 434 2333

Targeting effectiveness within quintile Targeting
index

Quintile 1 up to $2.1 as % of all | 22.8 No targeting if % at or below 184 123.7

upto$2.1

Quintile 1 up to $2.4 as % of all | 21.5 No targeting if % at or below 184 116.7

up to $2.4

Quintiles 1 & 2 up to $2.1 as % of | 55.1 No targeting if % at or below 37.9 145.5

allupto $2.1

Quintiles 1 & 2 up to $2.4 as % of | 46.0 No targeting if % at or below 37.9 121.4

allupto $2.4

Quintiles 1 to 3 up to $2.1 as % | 81.4 No targeting if % at or below 57.4 141.9

of allup to $2.1

Quintiles 1 to 3 up to $2.4 as % | 69.5 No targeting if % at or below 57.4 121.1

of all up to $2.4

Source: Adapted from Cambodia Study, Vaidya (2010).
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The evidence from the Cambodia study shows wedgletiag. Therefore, a significant
proportion of public works participants are likety be from average and better off
households even at low wage rates. Based on atémsd for cultivation as a proxy for
household living standards, at the wage rate df $&r day, 55 per cent of those willing to
participate are from households in the bottom twmtes (including landless households)
implying that 45 per cent are from the top threitijes. The targeting according to access
to land indicator is somewhat weaker at the wate 08$2.4 per day with 46 per cent of
households in the bottom two quintiles.

Based on expenditure per head, about 60 per cepersbns stating availability for
PEP employment are likely to be from householdféntop three quintiles at the wage rate
of $2.1 (calculated from Table 7.6). If the date eeliable, this implies no targeting at all
and the situation is not improved by lowering thages rate still further since at the wage
rate of $1.2 per day, the percentage of persoms fhe top three quintiles is also about 60
per cent. At the wage rate of $2.4 per day, thgetarg appears to be slightly better with 44
per cent of households of those wishing to pawigpin the bottom two quintiles and
therefore 56 per cent are from the top three dasitiThis evidence suggests slightly better
targeting at the higher wage rate.

While data problems cannot be completely ruled they are unlikely to be fully
responsible for the poor targeting evidence instinely. The most likely explanation is that
variation in the value of labour within householasplying imperfectly functioning local
labour markets, renders public works employmerat given wage rate attractive to surplus
labour in less poor households in some cases laitraative to members of poorer labour
constrained households. Evidence on actual castingarin the Cambodia study showed
that poorer households tended to have fewer caslersaand smaller amounts of land than
better off households. However, the cash earnera fioorer households had a range of
high and low cash earnings. Better off househalti®ehave more land or a larger number
of household members with a range of high and lash@arnings.

It is clear that there are a number of unansweusdtipns regarding the effectiveness
of the wage rate as the sole targeting instrumedttlae efficacy and effectiveness of using
other instruments in conjunction with the wage .rateese are discussed in section 7.2
below. It is necessary to investigate targetingediveness during programme
implementation to monitor and improve targetingf@enance. It should also be noted that
family, natural and economic shocks are sufferegdxyr as well as better off households.
Therefore, the benefit to average and better afskbolds of earnings from participation in
a PEP is to compensate for the monetary costsazkshand possibly to prevent them from
slipping into poverty, fulfils a valuable safetytrfienction.

7.2 Wage setting

A PEP is an intervention in the labour market agaan section 1.2. Setting the wage
rate requires the balancing of all aspects in T&kleand therefore investigation of these
four aspects form the central theme of this guide evidence gathered during the study
and its analysis (outlined in sections 4 to 6)&@early important inputs into arriving at the
PEP wage rate. However, the broader appraisabofilamarket operation and evidence on
wage rates and earnings in comparable activitiesalso important. The summary table
adapted from the Cambodia study (Table 7.8) iliss the range of evidence to be used in
setting the wage rate.
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Rows 1 and 2 in Table 7.8 indicate that according&D patrticipants, the rural wage
rate in agriculture was in the $2.4 to $2.8 per dmge with some regional variations. The
FGD participants in three out of the four locatidtise exception was the village in the
Plateau / Mountain region) also felt that a wade samilar to the agricultural wage rate or
a little lower would be acceptable for public warks

The ILO / CARD survey evidence shows that for alisfper cent of those who had
cash earnings (about one-third of the economicaitive), the equivalent pay per day was
$2.1 or lower but the mean earnings were $2.6.hatlower end, the earnings included
self-employment including petty trading and sellifagm produce and regular unskilled
employment where daily equivalent pay rates aréicafly low with in kind supplements
such as food (e.g. for someone in domestic sepdéd@ monthly). Therefore some of the
activities and earnings are not comparable withualadaily paid wage labour requiring
manual work with the expectation of meeting prodltyt targets (especially on LB
programmes).

In response to the question on acceptable payuioligoworks employment requiring
manual work, $2.1 or lower was indicated as an @edde wage rate by 12.5 per cent of
economically active responde?\"tsfor 22 per cent of the economically active, $&.4ower
was acceptable and for 34 per cent of the econdiiaative $2.8 per day or less was
acceptable (row 4 in Table 7.8). For household$ wiibre than one person willing to
participate, a household member with the lowestaded wage rate is included. As noted
earlier, at least one person declared availabiitypublic works employment in 437 of the
600 households (73 per cent) in the sample. Talde(réw 5) shows that at least one
person from 23 per cent of households would bengillo participate at a wage rate of $2.1
per day or lower. The corresponding percentagéso$eholds for $2.4 and $2.8 are 38.5
per cent and 53.0 per cent respectively.

% Those who had engaged in an economic activityafdeast one hour during the reference period aewe
available for work (see section 3.3.4).
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Table 7.8: Summary of evidence on wage rates and earnings — Cambodia study

Source

Wage rates and earnings

Comments

CARD /ILO FGD
Rural wage rates

Agricultural wage rates in $2.4 to $2.8 per
day range.

Some regional variation with somewhat
higher wage rates in Mekong and Plateau /
Mountain locations.

Pay on a daily basis, normally related to
performance.

Pay could be lower (from one FGD) — $1.2
to $1.7 per day if 3 to 6 months in advance
(likely to be a distress wage rate).

CARD/ILO FGD
Acceptable public works
wage rate

Wage rate comparable to agricultural wage
rates thought to be acceptable.

More specifically, at the lower end of the
agricultural wage rate range.

CARD / ILO actual earnings
(all activities — wage
employment and self-
employment)

For 48% of those with cash earnings, pay was
equivalent to $2.1 or lower.

For 73% of those with cash earnings, pay was
equivalent to $2.8 or lower.

One-third of economically active had some
cash earnings during reference period. Mean:
$2.7.

Median: $2.4.

There is a wide distribution of earnings
rates (less than $0.25 to $24 per day).
$2.4 is the mode with 18% of the sample
earning this wage rate.

Wages and earnings at the time of the
survey may have been somewhat lower
than normal because of financial crisis.

CARD / ILO stated
acceptable wage rate for
public works employment —
all respondents

$2.1 per day or less acceptable for 12.5% of
economically active.

$2.4 or less acceptable for 22% of
economically active.

$2.8 or less acceptable for 35% of
economically active.

With stated acceptable wage rate, there is
a possibility of a bargaining element or
unrealistic expectations especially in
villages with limited cash earning as
reference.

CARD / ILO stated
acceptable wage rate for
public works employment —
only one per household

$2.1 per day or less acceptable for 6.6% of
economically active and for at least one
member of 23% of households.

$2.4 or less acceptable for 11% of
economically active and at least one member
of 38.5% of households.

$2.8 or less acceptable for 15.2% of
economically active and at least one member
of 53% of households.

For households with more than one
person available for public works
employment, the wage rate is for the
person with the lowest acceptable wage
rate.

2008 survey of households
cited in World Bank /
UNICEF (2010)

Agricultural wage rates in May-June 2008:
Transplanting rice: $2.50 per day.

Harvesting, weeding and transplanting: $2.75
per day.

Land clearing: $3.25 per day.

Construction: $3.38 per day.

Sharp increases in agricultural wage rates
(ranging between 35 and 67 per cent)
since mid-2007. Some reductions since
mid-2008 because of the financial crisis
(see row 7 below).

CDRI vulnerable workers’
surveys

About $2.4 per day for rice field workers in
the February and May 2009 surveys. Down to
$2.1 per day in August 2009.

Unskilled construction workers (Phnom Penh)
$3.4 per day in May, small fall by August
2009.

Small sample. Sharp increase in rice field
workers’ wage rates since November 2007
because of higher rice prices. Fall in August
2009 most probably because of the
financial crisis and fall in rice prices from
the peak in 2008.

WFP

Payment in rice equivalent to about $2.25 per
day.

3.5kg of medium quality rice given for 1
cubic metre of earthworks (value about
$0.43). Estimated cash value of rice per
day assumes productivity of 1.5 cubic
metres per day.

ADB Emergency Food
Assistance Project

Payment in cash equivalent to WFP payment.

Source: Adapted from the Cambodia Study, Vaidya (2010).
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Evidence from other sources shows that rural wagesrfor unskilled labour rose
sharply in nominal terms between mid-2007 and nifi& According to a survey of over
2200 households cited in World Bank / UNICEF (20M&ge rates rose between 35 and
67 per cent over this period depending on the ofctivity. In May-June 2008, they were
$2.50 per day for transplanting and higher for ptivities (row 6 in Table 7.8). For the
small samples from the vulnerable workers’ survelyse, average wage rates of rice field
workers and unskilled construction workers wereragiately $2.4 and $3.4 per day
respectively in May 2009 (row 7 in Table 7.8). Rifteld workers’ wage rates had
apparently fallen sharply to 8,800 riel ($2.1) pay by August 2009 while construction
workers’ wage rates had fallen very slightly.

The WFP Food for Work (FFW) programme provides ipguating households
employment for some 30 days for which each houskteseives the equivalent in food of
some $70 or $2.25 per working day (about 9,500. f@gures for the ADB cash for work
programmes are not yet available although as tokbgwf WFP procedures it is estimated
that the wage rate and duration of employment andas to those on Food for Work
programmes.

The evidence summarized above shows that there dpread of wage rates for
different activities and there are seasonal antmnag variations. Taking account of this
range, the evidence on the range of acceptable weage for public works from the survey
and efficiency wage considerations, a wage ratévelgnt to about $2.4 (10,000 riel) was
recommended. An efficiency wage element was corsideelevant because of the
emphasis in the proposed programme objecﬁilesn the effective asset creation function.
Ultimately, setting the wage rate is a matter afgement in the context of the specific
situation. Nevertheless, some general conclusiande drawn on the aspects which have a
bearing on the wage rate and associated decisiorationing access to a PEP.

7.2.1. Programme scale and costs

This is a matter for policy based on how serioesdituation is, what the priorities are,
including the balance between the asset creatigreservation and safety net objectives,
and what is affordable. The wage rates, the estinlabour supply responses at alternative
wage rates and associated options on rationingsadoethe programme provide an input
into formulating the policy and designing the piagme. The evidence from a wage rate
study and the WageRate-LabourSupply-ProgrammeCosieMcan be used to examine the
options.

7.2.2. Public works construction and maintenance

It has been noted earlier quoting Tajgman and den\d998)* that based on
experience of ILO projects, consequences of lowesagith respect to the asset creation
function are low productivity, absenteeism and higimover of workers. While there are
no recent known systematic studies of the relatignsetween wage rates and productivity
in public works2, the Substitution of Labor and Eauoent in Civil Construction studies

® The programme was being developed as a part ofStwal Protection Strategy for the Poor and the
Vulnerable by the Government of Cambodia Councilgriculture and Rural Development (CARD).
% Also see Steidl, Brudefors and Shone (1998).
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undertaken by the World Bank in the 1970s and 1286sof relevance. The Phase Two
studies reported in World Bank (1986) and refet@dn McCutcheon (2008) state that
“labour productivity can be improved very signifitly by the introduction of certain
organizational, management and mechanical improntshe Ten to twenty fold
improvements in labour-productivity were noted, fxample, in earth excavation. In
particular this was achieved through the linkingpafyment to completion of specified
tasks. Later the skill of the site supervisor wexognized as a major contributory factor.

Based on this evidence, and recognizing that tiseme single rural market wage rate
the following two propositions provide guiding peiples for setting wage rates for PEPs:

= |f the PEP component is LI for the construction angintenance of local assets of
direct benefit to the local community, the wageerahould be comparable with
market wage rates but could be at the lower erileofange of market wage rates for
comparable work if the welfare impact is considexede adequate.

= |f the PEP component is LB, the wage rate shoutd &ccount of efficiency wage
considerations and be related to performance. Tdrerethe wage rate set with
reference to the market wage rate should be atitteer end of the range of market
wage rates. This will typically be comparable witlage rates for work requiring
higher effort during the busy agricultural seadbh.B works are through contractor
operation, they will be responsible for setting thage rate. For efficient LB
operations, contractors' wage rates will incorporah efficiency wage element.
However, there could be issues with managing cotara to ensure efficient
operations and payment of adequate wage rates.isgus is not directly related to
setting the wage rate but with programme managentierg considered briefly in
section 8.

As noted earlier (section 2.2), EGSs may includehdl LB components. Therefore
the guiding principles for LI and LB works would@p as appropriate. One aspect to be
considered would be whether different wage ratesddoe paid for different components in
the same programme. This question and some suggestn how the differentiation could
be managed are considered in section 8.

7.2.3. Welfare impact

In the context of the rural economy, PEP employnvetitnot be the sole means of
livelihood for households but will supplement théséng means of livelihoods. What level
of support is appropriate cannot be determineciregal. In making a decision on the wage
rate, the wage rate study provides evidence onetred of support alternative wage rates
along with the number of days of employment proglide

Approaches to assessing the welfare impact have Biseussed in this guide (see
sections 5.4.2, 6.4, 6.5 and 7.1). The WageRatedw&upply-ProgrammeCost-Model
supplied with this guide and discussed in sectibrisand 7.2 includes a worksheet for
assessing welfare impact. The worksheet can be wsexkamine the contribution that
income from PEP employment provides. If this imgaatonsidered to be too low, it can be
adjusted by either increasing the wage rate ontimeber of days of employment subject to
affordability. With both options, there is a risk disrupting other economic activities
though this could be low with a well-managed andggd programme (see below). An
exceptional situation is where a conscious decibased on welfare reasons is made to set
the floor for market wage rates if a large promortof the rural labour force (e.g. from
landless households) are reliant on waged emplolyfoetheir livelihoods and prevailing
wage rates are considered to be too low and théauof other employment opportunities
are too limited because of labour market conditiges sections 2.2 and 3.4 above).
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7.2.4. Minimizing disruption of other economic activities

The PEP wage rate is clearly an important influeanechoices made by people
between PEP participation and other activities bhadce on the scale of PEP activities.
However, the scale of a PEP does not depend gntirethe wage rate and labour supply
response but the other rationing devices used t{eeéTargeting” heading below). The
severity of the disruption of other economic ati&a depends on the size of the PEP in
relation to local labour and economic conditionsttier, the disruption can be reduced by
phasing activities during the less busy agriculteeason. In discussing welfare impact
above, the deliberate policy to “disrupt” the markey setting the PEP wage rate
sufficiently high to establish a floor for rural g rates above the prevailing wage rates
was mentioned. Such a policy should not be appieé large scale without considering
the possible consequences for other productiverities and the programme resource
commitments required.

Much of the evidence on PEPs shows that they pecsficbrt-term employment. Even
if they are larger programmes, typically a limitegimber of days in any year are offered.
Therefore, well managed and phased PEPs are ynlikble major disruptive influences.

7.2.5. Targeting

It has already been noted in this guide (sectiods®4.2 and 7.1) that a low wage
rate is not necessarily an effective devise faygting the poor. In their review of evidence
on targeting effectiveness of a range of sociabtgafiet instruments, Coady, Grosh and
Hoddinott (2004) found that for public works progmaes, the wage rate is rarely the sole
rationing device and the use of a combination ajgang methods improves the ability to
reach the intended beneficiaries. According to &udub et al (2013), a review of targeting
methods on 76 public works programmes found thatrmob them use multiple targeting
methods. Only 10 per cent of programmes used skt8on based on the wage rate as the
sole instrument, 34 per cent combined self seleatith other methods and 56 per cent did
not use self selection at all.

Evidently most PEPs require other types of ratigrilevices which have their pros
and cons in terms of effectiveness of targetingeask and effectiveness of administration.
The sole use of a low PEP wage rate for preciggetisug of poor households is unlikely to
be satisfactory unless the aim is to provide emplayt of last resort (ELF?f. Further,
with a low wage ELR PEP, the welfare impact will Ioeited and the asset improvement
objective will be compromised.

A further practical consideration which reduces ¢ffectiveness of the wage rate as
the sole targeting device is geographical variationabour market conditions. While there
might be justification for setting different wagates between regions or localities on the
grounds of differences in labour market conditiand living costs, objections against such
geographical differentiation are the complexitysefting and adjusting different wage rates
and the perception of inequity between areas. Aotmiwage rate across regions reduces
the targeting effectiveness of the wage rate.

Therefore, there will be a need to complement thgewate by additional targeting or
rationing arrangements. The options usually incladengements which could improve

67 Evidence from the Cambodia study (see sectionifdigates that a low wage rate may not be effedtive
targeting the poorest households.
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targeting but at some administrative costs andnpialefor distortions (e.g. community
level identification of poor households) or simpleansparent rules but with limited
targeting effectiveness (e.g. one per householdoamiumber of days per household
member restriction or random selection of partiotph

7.2.6. Inflation adjustment

PEP wage rates would need to be reviewed and tefrigs time to time in response
to changes in labour market conditions and cobviofy. If such adjustments are not made,
effectiveness of public works implementation wodétline because of lower participation
and low productivity and the welfare impact wouldoabe reduced. A periodic review of
changes in rural labour market conditions and watgs and in the cost of living would be
required to determine whether the PEP wage ratdsrneebe revised and by how much.

7.3 The wage rate — labour supply — programme cost
model

The WageRate-LabourSupply-ProgrammeCost model or template, an excel
workbook with four worksheets and a chart, are lalde with this guide to derive
estimates of programme costs based on alternatige wates and labour supply responses.
Table 7.9 introduces the parts of the workbook.

Two types of data can be inserted onPlaeam&DataEntryworksheet. The first type
is general demographic and economic data such ta$ target population and the
proportion of adults in the population, the currenait and the exchange rate (required for
conversion into $s if required) and GDP and pubkpenditure in the country for the latest
year if a comparison of programme cost is to be anadth the GDP and public
expenditure. All the calculations are in Cambodiseh as the local currency with total
expenditures converted into US$s. The currency lmmeadily changed by entering the
appropriate currency name and exchange rate daatem&DataEntryworksheet.

The next set of data to be inserted is the labapply response at alternative wage
rates which would be obtained from the wage ratdystThe wage rate is in US$s initially
but this can be readily changed to another curré@neguired. The labour supply is a % of
all those in the labour force age group (15 to édrg) and therefore the total labour supply
at a given wage rate can then be calculated (shamvithe LabSupWageBillProgCost
worksheet).

Table 7.9: WageRate-LabourSupply-ProgrammeCost worksheets

Worksheet Function
Param&DataEntry For entering programme and country specific data.
LabSupWageBillProgCost Shows the estimated labour supply response, the

wage bill and programme costs under alternative
assumptions on the wage rate and other programme
costs.

LabSupStated — Chart Chart - Labour supply as % of population in the labour
force age group.

Welfarelmpact Earnings from programme employment as a
proportion off household expenditure.

Calculation of compensation For estimating programme costs based on the wage

rate, employment and other cost estimates.

In order to calculate the wage cost and the welfamgact of the programme, the
number of days of employment input is includedtidtly it is set at 50 days per person but
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this can be altered and the change will be refteztehe wage bill and programme costs as
well as the welfare impact. If there are alterra@stimates of the relationship between the
wage rate and the labour supply, these could eftbénserted on the same sheet or a new
sheet based on a copy of thebSupWageBillProgCostorksheet

A data input area for labour supply response, ifigpation is limited to one person
per household, is also included. A new worksheet ma readily created by copying the
LabSupWageBillProgCosheet to produce results under this option.

The remaining data input is for non-labour costthefprogramme: (a) tools, materials
and overheads at the site level, and (b) programaseagement costs. Both these would
have to be estimated for the specific programmeneShypothetical numbers have been
inserted in the template. For the site level the-ladour cost is specified per employment
day for unskilled and semi-skilled employment déy8,000 riel initially inserted is about
$2.85 per employment day). This may be reasonablea LB project but probably on the
high side for LI.

The data entered on thRaram&DataEntrypage are copied automatically into the
LabSupWageBillProgCosb produce the required results. This worksheetvshbe labour
supply elasticity, the total labour supply resporased wage bills followed by the
programme costs. These aggregates are also shopwareentages of GDP and public
expenditure to give an indication of scale. Labmiensity is shown as unskilled labour
cost per cent of total programme cost. Labour sitgris higher for higher wage rates and
programme costs as would be expected.

LabSupStated-Chashows the labour supply curve as the per cerfiepopulation
in the labour force age group available at a giwage rate. This chart is linked to the
relevant cells inLabSupWageBillProgCostnd therefore would be modified according to
the new data. The worksheatelfarelmpactcan be used to show the earnings from PEP
employment as a proportion of household expenditorralifferent levels of expenditure.
On this worksheet, the levels are average expeaedifior the five expenditure quintiles. In
the absence of this expenditure data from the studyey, information from other sources
on expenditure levels or other indicators of hootethiving standard can be inserted on
this worksheet (e.g. poverty line or household exiiere estimates from other sources).
The quintiles specified require that householdsukhdoe put in one of five levels or
categories of living standards. If the number dkgaries into which households are to be
placed is more or less than five, some adaptatidhb& required. If the number of
categories is less than five, the same format eamskd but some of the rows would not be
used. If the number of categories is larger tham, finore rows would have to be added and
some adaptation would be needed to the rest datie.

The last worksheet is th@alculation of compensati6hwhich includes relationships
between the base unskilled wage rate and wage aostier workers and site management
and programme costs. This is required to make timate of the overall programme costs.
The parameters on this worksheet would have to ddifrad to reflect the situation on the
programme for which the exercise is being carrietd o

8 Adapted with grateful acknowledgement from the Ili@ernational Training Centre (ITC) Innovations in
Public Employment Programmes (IPEP) course material
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8.

Complementary considerations

Because of the nature of the issues addressedebyuille, it has been more focused
on the safety net objective than the public asegirovement objective though the
implications for wage rates of LB public works hdeen discussed in the previous section.
In this section, we introduce some complementansicerations with an emphasis on the
asset improvement objective. Ensuring satisfacéony balanced performance on the twin
objectives of safety net provision and asset amatir preservation is challenging,
especially since very often such programmes ardeimgnted in contexts in which
institutions and technical capacities are weak. PERuire a combination of adequate
resources, appropriate management structures tieffgdanning and implementation and
adequate technical inputs. Detailed examinatiothe$e aspects is beyond the scope of this
guide. However, we provide an overview of the maspects, especially where they are
related to the wage rate, labour supply and effecise of labour.

At a broad level, the cost effectiveness of pullarks programmes as a safety net
instrument is measured for possible comparison uotitler safety net devices by estimating
the cost of delivering $1 of benefit to the poocavRillon (1999) includes the following four
variables in making the calculation:

» labour intensity (the share of the wage bill iratatost);

= targeting performance (the proportion of wages paithe poor);

= net wage gain (gross wages minus all costs ofggaation incurred by workers), and
» indirect benefits flowing from the assets created.

The calculation showed that the cost of transfgréih.0 to poor people through public
works in a low income country with an average ptyweate of 50 per cent would be $2.5 if
some allowance is made for future gains from assetsed.

However, the above conclusion on the apparentlly bast of social protection for the
poor through public works should be subjected to gualifications: (a) comparison with
the costs of other safety net instruments, andofbyiding adequate weight to the asset
creation aspects of PEPs. In a comparison of tage¢ffectiveness of alternative
approaches for transfers to the poor, Coady et28D4) found that public works
programmes perform well in comparison with othetiays.

Further, the underlying assumption in the Ravaill@iculation is that the prime
objective of the PEP is making an income transtertie poor and the non-labour
expenditure on asset construction or maintenanee dest that has to be endured with
limited benefits from the asset improvement or rnaiance. While an allowance is made
for the indirect benefits of the asset creatioeyehis an implicit assumption that the asset
improvement would not have been justified in theaze of the PEP. If LB works are
undertaken because: (a) they are the most costigfeapproach to implementing a
planned programme of works; (b) they are justifima economic and developmental
grounds, and (c) they would have been implememntedpective of the safety net function
they fulfil, the opportunity cost of delivering eye$1.0 to the poor would be lower. It is
now generally accepted that well designed PEPs addguate management and technical
support form an important part of a social protactttrategy for the poor (Subbarao et al,
2013).
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Moving on to more specific programme implementaigsues, clear communication
of policy objectives and implementation arrangersettt the programme and project
implementers and to the beneficiaries are esseniifith respect to dealing with
participants, effective and efficient payment agements are required for three main
reasons. The first is that if the payment is natoading to the agreed wage rate, the
programme objective of supplementing the incomepaufr households is not fully met.
The second is that to the extent that the full wadgges not reach the participants because of
leakages, the cost-effectiveness of targeting tha through the programme is reduced.
The effectiveness is further eroded by the undéngif confidence in the scheme by
target groups and therefore unwillingness to pipdie.

The third is the impact of the disincentive effetteficient payment arrangements on
the asset creation or maintenance objective. Teeaehacceptable levels of productivity
and quality, the payment should be conditionaltenamount of work done, either through
piece rate or task rate. However, operating an ninge system requires adequate
supervision. If actual payments are less than ¢ineeal payments, productivity and quality
will suffer. Delays and uncertainty associated wailyment will also have negative effects.

To make sure that access to the PEP is open tohallqualify, it is important to
ensure that the intended beneficiaries are fulliprmed about the programme, the
conditions for participation, work requirements ah@ procedures for participation are
transparent and monitored. Additional efforts asaally needed to ensure that women and
disadvantaged groups have adequate access tmtramme.

There should be no discrimination in access to pfects and pay between men and
women. Administrative and practical obstacles agjamomen’s participation should be
avoided and the principle of “equal pay for work exfual value” should be applfi?d
Further, some positive measures may be needed docawvie barriers against female
participation. Forms of work organization and pagmarrangements such as task-based
payment and assigning specific types of tasks tm@&omay help in this respect. Provision
of childcare or pre-school services can improvdigipation by women. Other measures
may be required to address cultural barriers agaiosen’s participation and finding ways
in which women can determine the types of actisitiich are of priority to them and in
which they would feel comfortable participating ttBey incentives for the implementers to
meet targets on participation by disadvantagedpg@und auditing procedures for checking
if there are any obstacles to participation shalsd be considered.

It is possible that the stated willingness to pistte in a PEP and the acceptable
wage rate in response to survey questions mayflemeed by past experience with public
works projects. If the experience has been unfalar(e.g. because of very low pay,
delays in payment or poor working conditions angaoization), this may be reflected in
the survey responses. FGDs are a good way of pngvigbme initial indication of such
problems. A question in the survey could also loéuthed if this is considered necessary.

For the asset improvement objective to be effelstiveet, paying an adequate wage
rate regularly and on time are necessary but nificismt. The projects should have the
required technical inputs and competent manager@nthe technical side, there are two
aspects. First, it is necessary to establish amdly apprms and designs and to provide

% Tajgman and de Veen (1998) provide further detilpolicies and practices for ensuring equal opmities
and pay.
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technical inputs for: (a) designing projects andinesting inputs and costs, and (b)
providing technical guidance and supervision dutimglementation for quality and cost
control. Second, it is necessary to determine vdoatplementary inputs (good quality
tools, light equipment and materials) are requaed to ensure their provision.

A PEP may have LI and LB components, each suitiaboldifferent types of projects.
The LI approach will typically be more appropriébe smaller village level and sub district
works (e.g. village roads and communal ponds) dred B approach for larger rural
infrastructure works (e.g. tertiary roads, smalbllscirrigation and flood protection)
requiring more technical input. It was noted eartleat LB works may require a higher
efficiency wage because LB workers will be requitedwork under closer supervision,
work to more exacting standards and achieve higheductivity than workers on LI
projects. Therefore, it may be necessary to diffémée between LI and LB components
with respect to the wage rate. For such differéotiato be acceptable, it should be shown
to be clearly justifiable and defensible on the ugds of nature of work and
implementation mode.

An approach to achieving the differentiation betwdd and LB components is
outlined here. The first element of differentiatigrthe types of infrastructure works to be
undertaken by LI and LB methods, the larger wotkdé LB and smaller projects for the
benefit of the local community to be LI (see satt®). Typically, LB works will be
planned development investment projects and maint®m undertaken by ministries and
local government agencies. As noted earlier, suahned investment and maintenance
would have been implemented irrespective of thelrieethe safety net and therefore the
cost of provision of the safety net through thenulddoe lower.

The differentiation between LI and LB componentsuldaequire a consistent system
of classification of local infrastructure, an invery of existing infrastructure assets, listing
of new projects and clear criteria for determinimgjch types of works are appropriate for
LI and LB approaches and agencies responsible foraging and implementing them.
Ideally, the management, supervision and implentiemtaof public works should be
devolved to different levels of administration addwn to the local community level
depending on the type and level of projects. Fer lth approach for works at the sub-
district and village levels, while devolvement ofamagement and implementation is
appropriate, typically implementation capacitiesttase levels are limited and therefore
considerable effort may be needed to develop tbagsacities. Additional requirements are
management and technical support from higher lagielinistration and a well functioning
institutional structure for supporting and monibgri the administrative and technical
implementation.

The second element of differentiation between Id BB components is the mode of
implementation. The mode of operations for LI coble direct labour or decentralized
community based works through community contractifge mode of implementation for
LB components could be through direct labour thoumberating through private
contractors. Although private contractors for LBrgapnents have beengenerally preferred,
more recently there has also been evidence thaotfaar timet efficiency and reasons
related to land rights, in some cases, communitytraoting has been preferred. Use of
contractors for implementing public works projeofters a number of advantages which
include effective implementation when public sectapacity is limited and efficiency
improvements resulting from competition and incezgdi However, the wage rate issue for
parts of PEPs with contractor operation is more glesn The PEP wage rate can be
stipulated and monitored for direct labour and camity contracting. Under contractor
operation for LB works, contractors could be fteeset the wage rate taking account of
local labour market and efficiency wage considerati Generally the efficiency wage
consideration would lead to a wage rate higher tharwage rate required for LI projects,
especially if contracts are well implemented urefézctive supervision.
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There are some possible risks with contractor djpgrm The first is exploitation of
workers through very low wages and harsh workingd@ons. The second is contractors
employing their own labour gangs to keep labourtscakwn and / or because of their
familiarity with an established gang of workersughreducing the number of target
beneficiaries employed in a locality. The thirdcisntractors avoiding using the labour-
based approach and using equipment instead if aiheymore familiar with equipment
based methods or to reduce labour management prebhldl these risks can be mitigated
by setting appropriate contract conditions, effextitraining and supervision of
implementation. The contracts could: (a) stiputate the wage rate cannot be lower than a
specified level but contractors should be freeap more and offer better conditions if they
see fit; (b) set down the criteria for selection wbrkers to ensure that the target
beneficiaries are employed, and (c) specify thedaland equipment mix to be used with
provision for any adjustments as required. Moniigrand supervision would be required to
ensure that the stipulations are followed. The ediffitiation between LI and LB
components and programmes in: (a) the types oepimjundertaken; (b) whether they are
of direct benefit to the population in a locality of wider benefit, and (c) the mode of
operation makes it possible to differentiate on evagtes between the two types of
components while avoiding competition between them.
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Annex I: Conducting focus group discussions

Summary of selected findings from Focus Group Discu ssions (FGDs)
conducted as a part of the Cambodia wage rate study

This Annex is included as an illustration of the types of results to be expected from FGDs and
supplements the guidance on conducting FGDs in section 5.2.

The purposes of the FGDs in this study were to: (a) assist in finalizing the household survey
questionnaire, and (b) provide a qualitative context and insights for interpreting the results of
the household survey. Since the aim of the study was to make an assessment of the appropriate
wage rate and labour availability for public works employment, the FGDs sought broad
understanding of the importance of unskilled wage employment and other sources of cash
income for households in the villages and how such income was used. This also required some
discussion of the characteristics which distinguish between poor, average and better off
households and differences between them in the importance of wage income.

Other aspects discussed were:

e types and location of unskilled wage employment available and taken up by people from
the village and any exchange of labour arrangements between households;

* wage rates and payment arrangements;

* seasonality of labour requirement in farming and availability for off-farm work;

* |ocal experience of public works employment and views of participants on public works;

e acceptable wage rates and employment conditions for public works;

* how households accommodate some members taking up wage employment and the pros
and cons of employment locally and further away, and

e participation by women and the young in wage employment and public works
programmes.

The rest of this sub-section and the table summarize findings from the FGDs which were
undertaken in four villages, one in each region in October 2009. In summary, members of most
households engage in a range of economic activities and have multiple livelihood sources. Those
with land are typically busy in ploughing, rice planting and transplanting between June and
August and harvesting during December to February. Even for households without land there is
work in rice fields during these times in their own villages or in nearby villages. Generally people
are available for off-farm work between October and April though there are some variations
between villages as the summary table indicates. Notably, in Babaong village in the Mekong
region, dry season rice is cultivated between October and April which makes this the busiest
time of the year.

Economic activities and cash earning opportunities other than in farming vary between the
villages reflecting the features of their regions. In Andong Trach, the alternatives are fishing,
work in vegetable plantations along the border with Thailand and urban jobs. In Babaong, they
are local jobs in rice cultivation, carrying rocks, as security guards, in small businesses (e.g. shops
and battery charging) and urban jobs (housemaids and garment factory workers in Phnom
Penh). In Khhan Chor, the alternatives are work in rubber plantations, forestry, carpentry and
construction as well as urban jobs further afield. In Kampong Thnaot, they are sea fishing and
work in salt pans.
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There has been a tradition of labour exchange between households in rural areas but recently
there has been preference for working for payment in cash or kind. In Andong Trach and
Kompong Thnaot, the wage rate for agricultural labour was $2.4 per day”. In Khhan Chor, it
appears to be in the $2.4 to $2.8 range while in Prey Veng, it appeared to be in the $2.4 to $3.6
range. Other local work opportunities and proximity to Phnom Penh are possible explanations
for the somewhat higher wage rates in Babaong (Mekong region). In Khhan Chor (Platea /
Mountain region), there are opportunities in commercial farms (rubber plantations), timber
haulage and processing and other forestry related activities.

For members of poor and average households, employment outside farming is essential for
supplementing their livelihoods. For average and better-off households, it provides cash to
improve their livelihoods by acquiring livestock and productive assets (e.g. for the farm or
fishing) and buying stock for trading. Unemployed youth and lack of opportunities for women
were also identified as problems. Three out of the four villages (the exception being Khhan Chor
in Kratie Province, Plateau / Mountain region) had experience of public works under the World
Food Programme (WFP) in the 1990s. In all four villages, there appeared to be willingness to
participate in a public works programme offering employment near the village during the slack
agricultural season.

In Andong Trach and Kompong Thnaot, wage rates for public works similar to agricultural wage
rates were thought to be acceptable by FGD participants. In the other two villages, acceptable
wage rates were thought to be somewhat higher partly reflecting labour market conditions and
partly the cost of living. In Khhan Chor, the participants thought that public works wage rates for
men would have to be significantly higher than for women’?, possibly reflecting higher earnings
of men in alternative activities.

In all four villages, the main features distinguishing poor, average and well-off households were
ownership and amount of land owned, ownership and quality of productive assets (e.g. fishing
boats) and operation of businesses. Members of poorer and landless households rely on wages
from unskilled labour near their homes and further away while better off households rely more
on farming and businesses.

There is preference for local jobs because such jobs can be combined with other chores in the
home and on the farm. However, there is also migration, especially by the young to seek jobs
away from home. Younger people migrating to Phnom Penh to work in the garment sector was
commonly cited as an example of migration, though its importance varied between villages.
Other urban jobs were security guards and working as waiters and waitresses. Unemployed
youth and lack of opportunities for women were identified as problems. Local employment
opportunities during the slack agricultural season were considered to be important for women
and the young but were in short supply.

® The discussion on wage rates was in the locaknuyr but converted to US$ equivalent for this guatle
$1.00 = 4,215 Riel.

"1 Note that this Annex reports on the findings frdm FGDs reflecting the situation in the villagesi ahe
views of the participants. Employment on PEPs ghaok discriminate between men and women. Seedpecti
8 for discussion of this issue and the steps thate taken to ensure equity.
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2008

Challenging the myths about learning and traimingmall and medium-sized enterprises:
Implications for public policy;

ISBN 978-92-2-120555-5 (print); 978-92-2-120556a2 pdf)

David Ashton, Johnny Sung, Arwen Raddon, TrevaidRio

Integrating mass media in small enterprise deweémnt: Current knowledge and good
practices;

ISBN 978-92-2-121142-6 (print); 978-92-2-121143a2 pdf)

Gavin Anderson. Edited by Karl-Oskar Olming, NicoMacFarquhar

Recognizing ability: The skills and productividypersons with disabilities.
A literature review;

ISBN 978-92-2-121271-3 (print); 978-92-2-121272a@1 pdf)

Tony Powers

Offshoring and employment in the developing woflde case of Costa Rica;
ISBN 978-92-2-121259-1 (print); 978-92-2-121260x2 pdf)
Christoph Ernst, Diego Sanchez-Ancochea

Skills and productivity in the informal economy;
ISBN 978-92-2-121273-7 (print); 978-92-2-12127 a1l pdf)
Robert Palmer

Challenges and approaches to connect skills denvednt to productivity and employment
growth: India;

unpublished

C. S. Venkata Ratnam, Arvind Chaturvedi

Improving skills and productivity of disadvantaggouth;
ISBN 978-92-2-121277-5 (print); 978-92-2-121278a2 pdf)
David H. Freedman

Skills development for industrial clusters: Alprenary review;
ISBN 978-92-2-121279-9 (print); 978-92-2-121280a pdf)
Marco Marchese, Akiko Sakamoto

The impact of globalization and macroeconomiageson employment in Mauritius: What
next in the post-MFA era?

ISBN 978-92-2-120235-6 (print); 978-92-2-120236a% pdf)

Naoko Otobe
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11

12

13

14

15

16

17

18

19

School-to-work transition: Evidence from Nepal,
ISBN 978-92-2-121354-3 (print); 978-92-2-121355x@ pdf)
New Era

A perspective from the MNE Declaration to thegant: Mistakes, surprises and
newly important policy implications;

ISBN 978-92-2-120606-4 (print); 978-92-2-12060 74k pdf)

Theodore H. Moran

Gobiernos locales, turismo comunitario y sugsed
Memoria: V Encuentro consultivo regional (REDTURS);
ISBN 978-92-2-321430-2 (print); 978-92-2-32143 & pdf)

Assessing vulnerable employment: The role afistand sector indicators in Pakistan,

Namibia and Brazil;
ISBN 978-92-2-121283-6 (print); 978-92-2-121284xa2( pdf)
Theo Sparreboom, Michael P.F. de Gier

School-to-work transitions in Mongolia;
ISBN 978-92-2-121524-0 (print); 978-92-2-121525~x& pdf)
Francesco Pastore

Are there optimal global configurations of labmarket flexibility and security?
Tackling the “flexicurity” oxymoron;

ISBN 978-92-2-121536-3 (print); 978-92-2-121537@ pdf)

Miriam Abu Sharkh

The impact of macroeconomic change on employinehe retail sector in India:
Policy implications for growth, sectoral change anaployment;

ISBN 978-92-2-120736-8 (print); 978-92-2-12072 & pdf)

Jayati Ghosh, Amitayu Sengupta, Anamitra Roychaydhu

From corporate-centred security to flexicuritydapan;
ISBN 978-92-2-121776-3 (print); 978-92-2-12177 /@6 pdf)
Kazutoshi Chatani

A view on international labour standards, labdaur and MSEs;
ISBN 978-92-2-121753-4 (print);978-92-2-121754- jwpelf)
Julio Faundez

Economic growth, employment and poverty in thiddie East and North Africa;
ISBN 978-92-2-121782-4 (print); 978-92-2-121783akl pdf)
Mahmood Messkoub
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22

23

24

25

26

2009

27

28

29

Global agri-food chains: Employment and so@alies in fresh fruit and vegetables;
ISBN 978-92-2-121941-5(print); 978-92-2-121942-2bwpdf)
Sarah Best, Ivanka Mamic

Trade agreements and employment: Chile 1996;2003
ISBN 978-92-121962-0 (print); 978-92-121963-7 (vpelh)

The employment effects of North-South tradetactnological change;
ISBN 978-92-2-121964-4 (print); 978-92-2-121965ak pdf)
Nomaan Majid

Voluntary social initiatives in fresh fruit andgetable value chains;
ISBN 978-92-2-122007-7 (print); 978-92-2-122008a% pdf)
SarahBest,lvankaMamic

Crecimiento econémico y empleo de jovenes eteChnalisis sectorial y
proyecciones;

ISBN 978-92-2-321599-6 (print); 978-92-2-321600a2 pdf)

Mario D. Velasquez Pinto

The impact of codes and standards on investfioeve to developing countries;
ISBN 978-92-2-122114-2 (print); 978-92-2-122115a2 pdf)
Dirk Willemte Velde

The promotion of respect for workers’ rightghe banking sector:
Current practice and future prospects;

ISBN 978-92-2-122116-6 (print); 978-2-122117-3 (vpelf)

Emily Sims

Labour market information and analysis for skilevelopment;
ISBN 978-92-2-122151-7 (print); 978-92-2-122152n pdf)
Theo Sparreboom, Marcus Powell

Global reach - Local relationships: Corporatgaaesponsibility, worker’s rights and
local development;

ISBN 978-92-2-122222-4 (print); 978-92-2-12221 2l pdf)

Anne Posthumd&mily Sims

Investing in the workforce: Social investors amérnational labour standards;
ISBN 978-92-2-122288-0 (print); 978-92-2-122289w pdf)
Elizabeth Umlas
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32

33

34

35

36

37

38

39

Rising food prices and their implications forgayment, decent work and
poverty reduction;

ISBN 978-92-2-122331-3 (print); 978-92-2-122332a@ pdf)

Rizwanul Islam, Graeme Buckley

Economic implications of labour and labour-rethlaws on MSEs: A quick review of
the Latin American experience;

ISBN 978-92-2-122368-9 (print); 978-92-2-122369&6 pdf)
Juan Chacaltana

Understanding informal apprenticeship — Findifngsy empirical research in
Tanzania;

ISBN 978-92-2-122351-1 (print); 978-92-2-122352a&[) pdf)

Irmgard Nubler, Christine Hofmann, Clemens Greiner

Partnerships for youth employment. A reviewalésted community-based
initiatives;

ISBN 978-92-2-122468-6 (print); 978-92-2-122469& pdf)

Peter Kenyon

The effects of fiscal stimulus packages on eympént;
ISBN 978-92-2-122489-1 (print); 978-92-2-1224904& pdf)
Veena Jha

Labour market policies in times of crisis;
ISBN 978-92-2-122510-2 (print); 978-92-2-12251 1@ pdf)
Sandrine Cazes, Sher Verick, Caroline Heuer

The global economic crisis and developing coesitiTransmission channels, fiscal
and policy space and the design of national regspns

ISBN 978-92-2-122544-7 (print); 978-92-2-122545a;&1 pdf)

lyanatul Islam

Rethinking monetary and financial policy:

Practical suggestions for monitoring financial dtgbwhile generating employment
and poverty reduction;

ISBN 978-92-2-122514-0 (print); 978-92-2-122515~2 pd)

Gerald Epstein

Promoting employment-intensive growth in Bangkd Policy analysis of the
manufacturing and service sectors;

ISBN 978-92-2-122540-9 (print); 978-92-2-12254 1@l pdf)

Nazneen Ahmed, Mohammad Yunus, Harunur Rashid Bhuya

The well-being of labour in contemporary Indesonomy: What's active labour
market policy got to do with it?;

ISBN 978-92-2-122622-2 (print); 978-92-2-1226232 pdf)

Praveen Jha
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41

42

43

44

45

46

2010

47

48

49

The global recession and developing countries;
ISBN 978-92-2-122847-9 (print); 978-92-2-122848a& pdf)
Nomaan Majid

Offshoring and employment in the developing doBusiness process outsourcing in
the Philippines;

ISBN 978-92-2-122845-5 (print); 978-92-2-122846a2 pdf)

Miriam Bird, Christoph Ernst

A survey of the Great Depression as recorddioeiinternational Labour Review,
1931-1939;

ISBN 978-92-2-122843-1 (print); 978-92-2-122844a pdf)

Rod Mamudi

The price of exclusion: The economic consequentexcluding people with
disabilities from the world or work;

ISBN 978-92-2-122921-6 (print); 978-92-2-122922a% pdf)

Sebastian Buckup

Researching NQFs: Some conceptual issues;
ISBN 978-92-2-123066-3 (print), 978-92-2-12306 Al pdf)
Stephanie Allais, David Raffe, Michael Young

Learning from the first qualifications framewsrk
ISBN 978-92-2-123068-7 (print), 978-92-2-123069x&lH pdf)
Stephanie Allais, David Raffe, Rob Strathdee, L¥élsaelahan, Michael Young

International framework agreements and globeibsdialogue:
Lessons from the Daimler case;

ISBN 978-92-2-122353-5 (print); 978-92-2-122354a2 ) pdf)
Dimitris Stevis

International framework agreements and globeibsdialogue:
Parameters and prospects;

ISBN 978-92-2-123298-8 (print); 978-92-2-122299%& pdf)
Dimitris Stevis

Unravelling the impact of the global financiakcs on the South African labour
market;

ISBN 978-92-2-123296-4 (print); 978-92-2-123297k pdf)

Sher Verick

Guiding structural change: The role of governniedevelopment;
ISBN 978-92-2-123340-4 (print); 978-92-2-123341wEl pdf)
Matthew Carson

129



50

51

52

53

54

55

56

57

58

59

Les politiques du marché du travail et de I'eringl Burkina Faso;
ISBN 978-92-2-223394-6 (print); 978-92-2-223395x2 pdf)
Lassané Ouedraogo, Adama Zerbo

Characterizing the school-to-work transitionya@fing men and women:
Evidence from the ILO school-to-work transition\seys;

ISBN 978-92-2-122990-2 (print); 978-92-2-122991& pdf)

Makiko Matsumoto, Sara Elder

Exploring the linkages between investment angleyment in Moldova:
A time-series analysis

ISBN 978-92-2-122990-2 (print); 978-92-2-122991w& pdf)
Stefania Villa

The crisis of orthodox macroeconomic policy: Thse for a renewed commitment to
full employment;

ISBN 978-92-2-123512-5 (print); 978-92-2-123513a2 pdf)

Muhammed Mugtada

Trade contraction in the global crisis: Emploninend inequality effects in India and
South Africa;

ISBN 978-92-2124037-2 (print); 978-92-2124038-9 ljvpeir)

David Kucera, Leanne Roncolato, Erik von Uexkull

The impact of crisis-related changes in tradedlon employment: Incomes, regional
and sectoral development in Brazil;

ISBN 978-92-2-

Scott McDonald, Marion Janse, Erik von Uexkull

Envejecimiento y Empleo en América Latina y atile;
ISBN 978-92-2-323631-1 (print); 978-92-2-323632a&0 pdf)
Jorge A. Paz

Demographic ageing and employment in China;
ISBN 978-92-2-123580-4 (print); 978-92-2-123581wk pdf)
Du Yang, Wrang Meiyan

Employment, poverty and economic developmeMadagascar: A macroeconomic
framework;

ISBN 978-92-2-123398-5 (print); 978-92-2-123399 pdf)

Gerald Epstein, James Heintz, Léonce Ndikumanagé&@hang

The Korean labour market: Some historical mamyoemic perspectives;
ISBN 978-92-2-123675-7 (print); 978-92-2-123676a% pdf)
Anne Zooyob
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64

65

66

67

68

69

Les Accords de Partenariat Economique et lailrdecent:
Quels enjeux pour I'Afrique de I'ouest et I'Afriquentrale?;
ISBN 978-92-2-223727-2 (print); 978-92-2-223728a2 pdf)
Eléonore d’Achon; Nicolas Gérard

The great recession of 2008-2009: Causes, coesegs and policy responses;
ISBN 978-92-2-123729-7 (print); 978-92-2-123730a2 pdf)
lyanatul Islam, Sher Verick

Rwanda forging ahead: The challenge of gettiggydody on board;
ISBN 978-92-2-123771-6 (print); 978-92-2-123772a2 pdf)
Per Ronas (ILO), Karl Backéus (Sida); Elina Scheja (Sida)

Growth, economic policies and employment linlsaigeMediterranean countries:
The cases of Egypt, Israel, Morocco and Turkey;

ISBN 978-92-2-123779-2 (print); 978-92-2-123780a pdf)

Gouda Abdel-Khalek

Labour market policies and institutions wittoaufs on inclusion, equal opportunities
and the informal economy;

ISBN 978-92-2-123787-7 (print); 978-92-2-123788n0 pdf)

Mariangels Fortuny, Jalal Al Husseini

Les institutions du marché du travail face aéfisddu développement:
Le cas du Mali;

ISBN 978-92-2- 223833-0 (print); 978-92-2-223834web pdf)
Modibo Traore, Youssouf Sissoko

Les institutions du marché du travail face aéfisddu développement:
Le cas du Bénin;

ISBN 978-92-2-223913-9 (print); 978-92-2-223914a& pdf)

Albert Honlonkou, Dominique Odjo Ogoudele

What role for labour market policies and insiitns in development?Enhancing
security in developing countries and emerging enuas;

ISBN 978-92-2-124033-4 (print); 978-92-2-124034nkl pdf)

Sandrine Cazes, Sher Verick

The role of openness and labour market ingtitgtior employment dynamics during
economic crises;
Elisa Gameroni, Erik von Uexkull, Sebastian Weber

Towards the right to work:

Innovations in Public Employment programmes (IPEP);

ISBN 978-92-2-124236-9 (print); 978-92-2-124423{f&b pdf)

Maikel Lieuw-Kie-Song, Kate Philip, Mito Tsukamdttarc van Imschoot
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74

2011

75

76

77

78

79

The impact of the economic and financial crigsisyouth employment: Measures for
labour market recovery in the European Union, Caraadl the United States;

ISBN 978-92-2-124378-6 (print); 978-92-2-124379%& pdf)

Niall O’'Higgins

El impacto de la crisis econémica y financiexdare el empleo juvenil en América
Latina: Medidas des mercado laboral para promaezduperacion del empleo
juvenil;

ISBN 978-92-2-324384-5 (print); 978-92-2-324385a2 pdf)

Federio Tong

On the income dimension of employment in deviappountries;
ISBN: 978-92-2-124429-5 (print);978-92-2-124430akb pdf)
Nomaan Majid

Employment diagnostic analysis: Malawi;
ISBN 978-92-2-123101-0 (print); 978-92-2-124102n& pdf)
Per Ronnas

Global economic crisis, gender and employment:

The impact and policy response;

ISBN 978-92-2-14169-0 (print); 978-92-2-124170-&bpdf)
Naoko Otobe

Mainstreaming environmental issues in sustagnabterprises: An exploration of
issues, experiences and options;

ISBN 978-92-2-124557-5 (print); 978-92-2-124558x2( pdf)

Maria Sabrina De Gobbi

The dynamics of employment, the labour markdttha economy in Nepal
ISBN 978-92-2-123605-3 (print); 978-92-2-124606A& pdf)
Shagun Khare , Anja Slany

Industrial policies and capabilities for catajimp:
Frameworks and paradigms
Irmgard Nuebler

Economic growth, employment and poverty reductio

A comparative analysis of Chile and Mexico

ISBN 978-92-2-124783-8 (print); 978-92-2-124784xl) pdf)
Alicia Puyana

Macroeconomy for decent work in Latin America @ime Caribbean
ISBN 978-92-2-024821-8 (print); 978-92-2-024822a%) pdf)
Ricardo French-Davis
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81

82

83

84

85

86

87

88

89

90

Evaluation des emplois générés dans le cadBsS@RP au Gabon
ISBN 978-92-2-223789-0 (print) ; 978-92-2-223790a&b pdf)
Mohammed Bensid, Aomar Ibourk and Ayache Khallaf

The Great Recession of 2008-2009: Causes, cosisegs and policy responses
ISBN 978-92-2-123729-7 (print); 978-92-2-123730a2 pdf)
lyanatul Islam and Sher Verick

Le modéle de croissance katangais face a kfomsnciére mondiale : Enjeux en
termes d’emplois

ISBN 978-92-2-225236-7 (print) ; 978-92-2- 22523 &b pdf)

Frédéric Lapeyre, Philippe Lebailly, Laki MusewaBayo, Modeste Mutombo
Kyamakosa

Growth, economic policies and employment linlsagerael
ISBN 978-92-2-123775-4 (print); 978-92-2-123778A2 pdf)
Roby Nathanson

Growth, economic policies and employment linlsageurkey
ISBN 978-92-2-123781-5 (print); 978-92-2-123782a2 pdf)
Erinc Yeldan and Hakan Ercan

Growth, economic policies and employment linlsadegypt
ISBN 978-92-2-123773-0 (print); 978-92-2-123774x& pdf)
Heba Nassar
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