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Geneva, 1 September 2019

Committee of Experts on the Application

of Conventions and Recommendations (CEACR)
International Labour Office (ILO)

Route de Morillons 4

1211 Geneva 22

Article 23.2 of the ILO constitution
Application in law and practice of Convention N.122 in:

Aruba, Barbados, Caribbean Part of the Netherlands, Chad, Curagao, Djibouti, Gabon, Georgia,
Germany, Greece, Guatemala, Guinea, Honduras, Hungary, Iceland, India, Iran, Islamic Republic of,
Iraq, Ireland, Israel, Italy, Jamaica, Japan, Jordan, Kazakhstan, Korea, Republic of, Kyrgyzstan,
Latvia, Lebanon, Libya, Lithuania, Madagascar, Mali, Mauritania, Moldova, Republic of, Mongolia,
Montenegro, Morocco, Mozambique, Netherlands, New Zealand, Nicaragua, North Macedonia,
Norway, Papua New Guinea, Romania, Rwanda, Saint Vincent and the Grenadines, Sint Maarten,
Tajikistan, Trinidad and Tobago, Uganda, Bolivarian Republic of Venezuela and Viet Nam.

The International Organisation of Employers (IOE) hereby presents its comments to the CEACR on the
application in law and in practice of the Employment policy Convention 1964 (No. 122) and
Employment Policy (Supplementary Provisions) Recommendation 1984 (No. 169) in the ILO member
States listed above.

GENERAL COMMENTS

Convention No. 122 is the most important instrument on the strategic objectives of employment. It is
a Governance (Priority) Convention, ratified by 113 countries. 40 years after its adoption in 1964, it
was followed by a Recommendation with supplementary provisions.

The Convention takes its inspiration from the ILO Constitution and the Declaration of Philadelphia,
notably from the need to further programmes that could achieve full employment, raise standards of
living and guarantee a decent wage for the workers.

The Convention is a promotional instrument requiring ratifying countries to “declare and pursue, as a
major goal, an active policy designed to promote full, productive and freely chosen employment”. The
employment policy shall aim at “stimulating economic growth and development, raising levels of living,
meeting manpower requirements and overcoming unemployment and underemployment” (Article 1,
para 1).

There is no detailed indication on the content or type of the employment policy, which are to be
determined at the national level. However, Convention 122 further indicates that the “employment
policy shall aim at ensuring that:

International Organisation of Employers | Organisation Internationale des Employeurs | Organizacion Internacional de Empleadores
Avenue Louis-Casai, 71 - CH-1216 Geneva - T +41 2292900 00 - F +41 2292900 01 - ioe@ioe-emp.com - ioe-emp.org
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a) there is work for all who are available for and seeking work;
b) such work is as productive as possible;

c) thereis freedom of choice of employment and the fullest possible opportunity for each worker
to qualify for, and to use his skills and endowments in, a job for which he is well suited,
irrespective of race, colour, sex, religion, political opinion, national extraction or social origin”.

Additionally, “the said policy shall take due account of the stage and level of economic development
and the mutual relationships between employment objectives and other economic and social objectives
and shall be pursued by methods that are appropriate to national conditions and practices” (Article 1
paragraph 3).

Therefore, compliance with the Convention is ensured when there is a clear intention from the
Government to develop an employment policy that pursues the above-mentioned objectives and is
balanced in its content.

The implementation of this provision is important as it ensures overall coherence in that. This is
because all ILO standards, even if they pursue other objectives than full employment, should
nevertheless be conducive of, or at least not, impair the achievement of full and productive
employment.

Emphasis on this goal has been included in the ILO Centenary Declaration and must be taken into
account by the Experts when preparing their observations and direct requests. Indeed, the Centenary
Declaration of the 2019 International Labour Conference stipulates that “in discharging its
constitutional mandate, taking into account the profound transformations in the world of work, and
further developing its human-centred approach to the future of work, the ILO must direct its efforts
to: iv) developing effective policies aimed at generating full, productive and freely chosen
employment and decent work opportunities for all, and in particular facilitating the transition from
education and training to work, with an emphasis on the effective integration of young people into
the world of work”.

Article 2 of the Convention refers to the importance of reviewing the measures adopted regularly to
coordinate economic and social policies. Finally, the Convention makes a particular point on social
dialogue and calls for workers’ and employers’ representatives to be fully consulted on the
employment policies, “with a view to taking fully into account their experience and views and securing
their full co-operation in formulating and enlisting support for such policies” (Article 3).

Since its adoption in 1964, this Convention remains very relevant today, given that full, productive and
freely chosen employment is the basis for economic growth, decent work, and social justice. As the
economic crisis has demonstrated, in order for a country to continue creating employment, multiple
challenges need to be overcome. For instance, an enabling environment for enterprises needs to be in
place, together with policies to boost investment and productivity growth.

In this regard, the text of the Convention clarifies that employment policies shall aim at ensuring that
“work is as productive as possible”. Productivity is a crucial determinant of investment, job creation,
standards of living and wealth creation. Requesting the ILO to renew its efforts, the ILO Centenary
Declaration, called for “harnessing the fullest potential of technological progress and productivity
growth, including through social dialogue, to achieve decent work and sustainable development,
which ensures dignity, self-fulfilment and a just sharing of the benefits for all” (Section Il, A, ii)).



Employment that is not productive has the potential to undermine competitiveness; cause the loss of
skills and motivation for workers and weaken economic and social stability of a country.

The global productivity slowdown? is a worrying sign of a gloomy outlook for the global economy with
serious labour market repercussions that should be avoided by promoting policies and regulatory
frameworks that provide an enabling environment for productivity growth.

Sustained productivity growth is the main driver of the development process?, including
employment and decent work creation, and the transition to the formal economy. Productivity
measures how efficiently enterprises and economies use their available resources in producing goods
and services. Productivity growth translates into better financial performance, which enables
enterprises to retain and hire more workers; invest in machinery and equipment, research and
development of innovation, and workers’ skills development; improve working conditions; and expand
the production of goods and services. At the same time, productivity growth allows enterprises to be
competitive, have access to finance and reap the benefits of international trade. It is the engine of a
country’s sustainable growth and a key factor to increase long-term living standards.

As productivity is determined by a wide range of factors?, some of which are within-enterprise control
(internal factors) while others are external relating to a conducive business environment, the structure
of the industry in which enterprises operate and compete, and foreign markets, a comprehensive and
coherent approach is required. Therefore, the promotion of sustained productivity growth through an
integrated strategy aimed at aligning and coordinating institutions, regulatory frameworks, and public
and private policies to create an enabling environment while boosting enterprise-level productive
efficiency, and seeking complementarity between government and enterprise actions, is of paramount
importance.

Internal factors?, on one hand, relate to managerial decisions on the allocation of available resources,
organization and management of the production process to make the most efficient use of the
installed productive capacity. Productive efficiency can be achieved through a series of internal
improvements. For instance, in the administration of inputs; workers’ skills development; allocation of
financial resources in areas where the returns on investment are higher; and in continuous
improvement to reduce waste, identify activities that do not add value, simplify processes and
eliminate deficiencies to improve overall performance. Another important factor has to do with
dynamics of innovation (intrapreneurship), that is, how enterprises can improve employees’
motivation and creativity to encourage innovation.

! Andrews, D., Criscuolo, C., and Gal, P. (2016). The global productivity slowdown, technology divergence and
public policy: a firm level perspective. In Background Paper for OECD Global Forum on Productivity. See also:
Eichengreen, B., Park, D., and Shin, K. (2017). The global productivity slump: Common and country-specific
factors. Asian Economic Papers, 16(3), 1-41.

2 Cirera, X., and Maloney, F. (2017). The Innovation Paradox: Developing-Country Capabilities and the Unrealized
Promise of Technological Catch-Up. Washington, DC: World Bank; Cusolito, A. P., and Maloney, W. F. (2018).
Productivity Revisited: Shifting Paradigms in Analysis and Policy. Washington, DC: World Bank; Grover G. A.,
Medvedev, D., and Olafsen, E. (2019). High-Growth Firms: Facts, Fiction, and Policy Options for Emerging
Economies. Washington, DC: World Bank.

3 Grifell-Tatjé, E.; Lovell, C. K. (2015). Productivity Accounting. The Economics of Business Performance.
Cambridge University Press.

4 Grifell-Tatjé, E.; Lovell, C. K. (2015). Productivity Accounting. The Economics of Business Performance.
Cambridge University Press.



Moreover, enterprise-level productivity is the main determinant of the wage level that an enterprise
can afford to pay. This is why Convention N. 131, article 3, recognized the centrality of productivity
growth (and enterprises’ ability to pay) as one of the two important criteria in minimum-wage setting.
A conducive productivity eco-system in addition to providing an enabling environment for enterprises
to increase their productivity facilitates workers and capital to shift from sectors with lower
productivity to sectors with higher productivity. In doing so, it expedites growth-enhancing structural
change.®

While internal decisions that an enterprise makes affect its level of productivity, the environment in
which enterprises operate and compete plays a crucial role. External factors that affect productivity,
on the other hand, relate to intertwined macroeconomic policies; regulatory frameworks and
investment climate and labour market institutions; demographic changes; sectoral policies; physical
and digital infrastructure; educational policy and workforce development programs; allocation of
public resources through development banks to support SMEs and productive entrepreneurship;
private-sector financing through the financial system and alternative financing options®; development
of local innovation systems’ and investment in research and development; protection of property
rights; domestic market development; trade policy; and antitrust and competition policies.
Furthermore, factors that relate to foreign markets — which are beyond government and enterprise
control — can also have an effect on productivity through prices and exchange rate volatility. Among
these factors are: international demand and supply of goods and services; reserves (stock) of natural
resources; commodity prices and prices of imported intermediate goods; international financial
volatility and capital flows. The wide range of productivity drivers outlined above reveals the need to
design an integrated strategy to unlock productivity growth.

The issue of productivity is high on the agenda for the employers, because the ILO currently does not
have a comprehensive strategy on productivity growth. The ILO could and should support governments
and enterprises to devise such strategy and ensure that the policies and programmes it promotes
complement what governments and enterprises do to create a sustained productivity growth.
Convention No. 122 helps to address this matter in its reference to employment policies aiming to
ensure “work is as productive as possible”.

To be considered also is the reality of the world of work that today imposes upon Governments and
the tripartite constituents a focus on the employability of workers, instead of the right to work and job
security. How to ensure employment? Who would be in charge of providing this “right” to workers?
This can be done only if the right mix of policies is in place and adequate coordination is ensured. In
this regard, government action must focus on labour market policies that are able to support
employment creation and employability, to activate inactive persons into the labour force, to make
work pay, and to encourage labour market mobility.

> McMillan, M. and Rodrik, D. (2014). Globalization, structural change, and productivity growth with an Update
on Africa. World Development, Vol 63. Pp 11-32.; Borio, C. Kharroubi, E., Upper, C., and Zampolli, F. 2015.
Labour reallocation and productivity dynamics: financial causes, real consequences. BIS Working Papers No.
534,

6 Oricchio, G., Crovetto, A., Lugaresi, S., and Fontana, S. (2016). SME Funding: The Role of Shadow Banking and
Alternative Funding Options. Springer.

7 Evers, H. D. (2008). Knowledge hubs and knowledge clusters: Designing a knowledge architecture for
development. ZEF Working Paper Series 27.



CONCLUDING REMARKS

The present submission constitutes the IOE view on the application in law and practice of Convention
N. 122.

To this end, the IOE respectfully requests the CEACR to forward these comments to the Governments
of Aruba, Barbados, Caribbean Part of the Netherlands, Chad, Curagao, Djibouti, Gabon, Georgia,
Germany, Greece, Guatemala, Guinea, Honduras, Hungary, Iceland, India, Iran, Islamic Republic of,
Iraq, Ireland, Israel, Italy, Jamaica, Japan, Jordan, Kazakhstan, Korea, Republic of, Kyrgyzstan,
Latvia, Lebanon, Libya, Lithuania, Madagascar, Mali, Mauritania, Moldova, Republic of, Mongolia,
Montenegro, Morocco, Mozambique, Netherlands, New Zealand, Nicaragua, North Macedonia,
Norway, Papua New Guinea, Romania, Rwanda, Saint Vincent and the Grenadines, Sint Maarten,
Tajikistan, Trinidad and Tobago, Uganda, Bolivarian Republic of Venezuela and Viet Nam and to
publish the content of these comments on the ILO website, including in the NORMLEX Database and
in the printed and electronic versions of the forthcoming CEACR report. This will help to increase
transparency on the ILO supervisory mechanisms work and to further stimulate genuine tripartite
dialogue at the national level.

Kind regards,

T \ ,x } , \7— = e

Roberto Suarez Santos
Secretary General





