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INTRODUCTION
This report seeks to answer the question ‘what 
works to improve productive employment opportuni-
ties and hence reduce poverty’? This question is 
purposefully broad, as employment-targeted inter-
ventions often tackle a wide range of outcomes: the 
supply of labour that focus on marketable skills and 
equal access to productive assets; and the demand 
for labour that focus on promoting entrepreneurship, 
business development, and market access. For the 
demand and supply to meet, some interventions 
target the functioning of the labour market, available 
information, as well as labour regulation to ensure 
decent working conditions. The common goal for all 
employment programming is still to enable people to 
exercise their agency and to contribute to poverty 
reduction by ensuring sufficient income-generating 
opportunities that enable people to lift themselves 
and their families sustainably out of poverty. 

Key Take-Aways
There is a growing base of evidence on the effective-
ness of interventions that aim to improve productive 
employment in low-income settings. While some of 
the interventions yield inconclusive evidence, some 
general messages can be extracted. 

• Few interventions work in isolation but combined 
solutions yield better results. Projects that offer a 
single solution, such as microcredit, institutional 
change, or supply-driven training are less likely to 
succeed as stand-alone interventions. The con-
straints that people living in poverty are faced with 
are often intertwined and cannot be solved with 
one silver bullet. Furthermore, contextualising the 
intervention to the local needs instead of offering 
off-the-shelf standard product enhances the 
effectiveness. When microfinance is well targeted 
and tailored to the needs of the entrepreneurs, 
when institutional change is part of a larger 
package of improving investment climate, and 
when training is responding to the needs of the 
labour market, the effect on employment improve 
markedly. Thus, it is less of a question of the tool 
but a question of knowing you customer and the 
market dynamics that matter for the success of the 
intervention. Combined approach appears espe-
cially important for access to finance projects that 

can be effective when combined with other 
 employment promotion efforts. This conclusion 
rhymes well with the current focus on market 
systems development (MSD) where the focus is on 
unravelling the market potential for people living in 
poverty, rather than promoting an intervention that 
is determined ex ante. 

• Most development projects aim to achieve multi-
ple goals, while evaluations often only measure 
one dimension of the outcomes. As a conse-
quence, some interventions reviewed here as 
ineffective in promoting employment may have had 
other development objectives as their primary 
goal. For instance, public works programs are 
often used mechanisms to distribute social 
transfers in a dignified way, and they may provide 
an effective way to alleviate acute income poverty 
but their impact on long-term employment crea-
tion is less impressive. Evaluations rarely track 
broad range of outcomes by design, which does not 
mean that we should reject these programs based 
on lack of effectiveness in one area but highlights 
the importance of choosing the right intervention 
for the objective(s) we are trying to achieve. 

• Reaching the poorest and creating most jobs can 
be trade-offs in project design as these objectives 
require different solutions. It is easier to promote 
entrepreneurship among beneficiaries who are 
ready to grow, while reaching the poorest and more 
vulnerable might require other measures that does 
not immediately provide jobs but build the base for 
future employment. This overview found that 

What Works for Employment?
”What works?” is a living document series initiated by 
Sida’s Chief Economist Team. The series is a part of Sida’s 
commitment to become more evidence-based in its policy 
and programming. 

The ‘What works’ series reviews the available literature 
including but not limited to evidence mapped in the 
‘Evidence mapping briefs’ to provide further guidance into 
what policies, programming and interventions have been 
considered effective for Sida’s objective of creating 
preconditions for better living conditions for people living 
in poverty and under oppression. 

Each ‘What Works’ brief is a living document that focuses 
on a particular thematic area relevant for Sida’s work, and 
is updated as new research findings emerge.



5

providing finance and training for established firms 
allowed them to grow, while providing funding to 
female start-ups without links to the broader 
market were not successful. Furthermore, cash 
transfers for the poorest were found to be effective 
in creating savings and building asset base, while 
employment effects were not the immediate 
results of the project. Further research on effective 
approaches to promote productive employment 
especially among the poorest groups would be 
helpful to guide the efforts. Yet, based on the 
current knowledge we can conclude that stepwise 
approaches depending on the readiness of the 
target group, or combined graduation approaches 
offering support at a broad front, can be considered 
to provide pathways out of poverty. 

• Skills training and efforts to improve employabili-
ty need to be sensitive to the needs of the market. 
Providing skills that are not demanded by the 
market is an expensive way of enhancing employ-
ability of workers leading to modest, if any, 
sustainable results in employment. While skills 
gaps exist in LMICs, providing training will need to 
focus on the skills that the current education 
system is not providing in a satisfactory manner.

• Promoting women’s economic empowerment 
requires addressing social barriers to labour 
market, not just technical and financial barriers. 
Merely providing access to finance or training was 
rarely found as an effective way of promoting 
women’s employment while combining the inter-
ventions with placement services and child care 
helped to remove additional social and practical 
barriers that allowed women to participate and 
make use of their skills and assets.

• Finally, most evaluations are made for limited 
pilot projects while less is known about the 
longer-term impact or effectiveness at scale. 
Broader investments in basic infrastructure and 
improved investment climate can be effective in 
settings where basic prerequisites are lacking. 

Dimensions of Assessment
To answer the question of “what works” we as-
sessed the available evidence on employment 
related interventions based on a continuum of 
two dimensions: the strength of the underlying 
evidence and the impact of interventions. 

• Strength of evidence: Understanding ‘what works’ 
for effective programming requires thorough 
evaluation, preferably from a large number of 
high-quality studies in a wide range of real-world 
settings. While the theory of change may seem 
credible, a lack of empirical proof will limit the 
possibility to determine whether this is actually the 
case. For a given intervention, we determine the 
certainty associated with the evidence in terms of 
scope (how many sources of evidence exist? Is 
evidence drawn from one specific geographic area, or 
from a wide array of demographic and geographical 
contexts?), quality (does the available evidence uphold 
to scientific standards?) and cohesiveness (do 
findings differ across studies?).

• Impact: Once the strength of evidence associated 
with an intervention has been assessed, we move 
on to summarise its findings. Given the body of 
research, how well do different interventions 
succeed in improving the employment prospects 
for the poor? When assessing the impact of an 
intervention, we consider effect size (how large and 
robust are the intended outcomes of the interven-
tion?), cost-effectiveness, (does the intervention 
provide value for money) and targeting effectiveness 
(is the intervention successful in reaching the poor 
and vulnerable?). 

This two-dimensional assessment is summarised in 
an overview over how different development 
interventions have been proven to contribute to the 
functioning of labour markets and the employment 
outcomes for people living in poverty. Figure 1 
shows how the interventions are classified according 
to the two dimensions of impact and certainty of 
evidence. In the upper right corner, we have interven-
tions that “work” – these have robust evidence 
pointing towards their effectiveness. Interventions 
placed in this corner have proven impactful in 
several different regional, demographic and environ-
mental contexts, based on studies of high scientific 
quality. At the other end of the evidence axis, we find 
interventions that ”might work” or “might not work”. 
In these cases, evidence is either scarce, of 
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low-quality or there are studies with contradictive 
findings, making it difficult to draw any generalisable 
conclusions regarding the impact of the interven-
tions. Finally, interventions in the bottom right corner 
“do not show results”: as the vast majority of empiri-
cal studies fail to identify any meaningful impacts, 
the burden of proof of why this time would be 
different is sizable.

Figure 1: Assessment framework

Source: Authors

In practice, drawing generalisable conclusions 
regarding ‘what works’ is difficult, and dependent 
on the specific context in which the intervention 
takes place, its implementation, and stakeholders’ 
adherence to programme monitoring, governance 
and planning. Therefore, the “what works”-frame-
work is best used as a tool to gain an understanding 
of various interventions’ prior success rates for 
generating decent employment opportunities in 
contexts where poverty rates are high, and not as a 
“one-size-fits-all” guidebook into effective develop-
ment programming. 

WHAT WORKS?
Promoting productive employment can be done 
through (i) increased demand for labour, (ii) in-
creased supply of labour, and/or by (iii) improving 
the functioning of the labour market and quality of 
work. All these areas will be reviewed in turn, 
summarising the key findings in each area of work 
according to the two dimensions of assessment: 
strength of evidence and impact. 

Demand-side interventions:  
More and better jobs
There is limited evidence regarding the impacts of 
employment promotion in low- and middle-income 
countries, and the results are mixed. Most salaried 
employment in low- and middle income countries 
(LMICs) is in micro-, small and medium-sized 
enterprises (MSME) including self-employed 
 workers. Therefore, a substantial portion of employ-
ment-enhancing interventions target these firms 
specifically. Despite this, not much is known about 
which interventions that work best to create new 
MSMEs, as well as expand employment opportuni-
ties for existing enterprises. The impact of the 
interventions can be direct, i.e. that a person living in 
poverty is employed productively through subsidised 
employment schemes or self-employment as a 
result of entrepreneurship training. Other interven-
tions have an indirect effect as they promote 
business growth, economic development, and 
consequently enhanced demand for labour. 

In this brief, we present what is known regarding the 
job promotion, primarily based on overarching 
reviews by Blattman & Ralston (2015), Cho, Robalino 
& Watson (2016) and Grimm & Puffhausen (2015). 
Based on these studies, we discuss three main areas 
of entrepreneurship promotion; 1) Access to finance, 
2) Entrepreneurial training, and 3) Business support 
services. Towards the end of the chapter, we move 
from market-based instruments to looking at 4) 
subsidised employment that combine social protection 
and employment targets.

High

Might work

Might not work

Works

Does not work

Low

Low

High
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https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
https://www.sciencedirect.com/science/article/pii/S0927537115000044
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Figure 2: What works to promote demand for labour 
and self-employment

Source: Authors

Access to finance
Different interventions aimed at providing access to 
finance is a commonly-used way of working with 
employment promotion in LMICs. Providing small-
scale entrepreneurs with access to finance is thought 
to be a key policy for encouraging job-creation in 
LMICs. This notion is based on the assumption that 
MSMEs face significant financial constraints, and 
that alleviating these may enable firms to invest and 
improve their performance, which in turn leads to 
economic growth and employment creation. In this 
section, we discuss both interventions that provide 
financial support to the self-employed and micro-
entrepreneurs, as well as those that help small- to 
medium-sized enterprises invest in employment 
creating activities. 

Overall, financial sector development can play a vital 
role in facilitating poverty reduction directly through 
providing access to finance and indirectly through 
promoting economic growth. Asian Development 
Bank, ADB (2009) found convincing arguments and 
overwhelming empirical evidence for the vital role 
financial sector development can play in promoting 

economic growth and poverty reduction, especially if 
targeting SMEs and vulnerable groups. The effect of 
financial sector development on poverty reduction is 
shown to be both direct and indirect through eco-
nomic growth, be stronger for countries with 
better-developed financial intermediaries and 
persist even when controlling for growth. The review, 
however, find disagreements over how financial 
sector development should be sequenced in develop-
ing countries and points at risks of financial sector 
development without sound regulatory and macroe-
conomic management and institutions. El-Zoghbi et 
al. (2019) provides further light to the effect of 
financial inclusion in a rigorous CGAP literature 
review. They argue that access to financial services 
can improve resilience to shocks and enable long-
term investments, as well as contribute to economic 
empowerment of women. Furthermore, they find 
promising effects on poverty of digitizing financial 
services, which is further strengthened by evidence 
from Africa finding peer-to-peer mobile payments to 
improve income (Partnership for Finance in a Digital 
Africa, 2019), but draw attention to the potential risks 
of weakened social networks and concerns related to 
consumer protection. The review calls for further 
research on when financial inclusion may not be 
beneficial for people living in poverty, and work that 
can clarify the link between financial inclusion and 
poverty reduction as the effect appears stronger in 
higher-income settings than in middle-low- and 
low-income economies. 

Microcredit programmes are examples of interven-
tions within the broader spectrum of financial 
development agenda that can help expand the 
businesses of experienced small-scale entrepre-
neurs, but do not work as a silver bullet for 
employment or poverty reduction. Microcredit 
schemes are part of the overarching agenda of 
enhancing access to financial services. They provide 
groups of small-scale business owners (often 
self-employed women) with small loans, based on 
the concept of group-liability to circumvent the 
common barriers to financial access among people 
living in poverty. While microcredit has been praised 
for its potential to enable people to move out of 
poverty1, a substantial body of experimental studies 
from the past decade has raised scepticism regard-
ing the programmes’ effectiveness. Some suggest 

1 Most notably in 2006 when Muhammad Yunus, the pioneer of the 
microcredit concept, was awarded the Nobel Peace Prize.

• Microcredit targeting
productive entrepreneurs.

• Cash transfers targeting low-
income groups (for self-
employment).

• Graduation programmes.
• Matching grants.
• Wage subsidies (for young

and excluded).

• Microcredit (stand-alone,
untargeted)

• Business skill training
(stand-alone)

• Cash transfers (for wage-
employment)

• Public works programmes
(for long-term employment

• Financial sector development
when sequenced and 
adjusted to the institutional
context

• Formalisation of MSMEs

Low High
Low

High

Im
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ct

Certainty of
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Demand and (self-)employment

https://www.adb.org/sites/default/files/publication/28391/economics-wp173.pdf
https://www.adb.org/sites/default/files/publication/28391/economics-wp173.pdf
https://www.cgap.org/sites/default/files/publications/2019_07_FocusNote_Emerging_Evidence.pdf
https://www.cgap.org/sites/default/files/publications/2019_07_FocusNote_Emerging_Evidence.pdf
https://egm.financedigitalafrica.org/
https://egm.financedigitalafrica.org/


8

that there is no consistent evidence of microcredit 
leading to substantial improvements in measures  
of employment, job creation, income or poverty  
(Grimm & Puffhausen, 2015; Duvendack & Mader, 
2019). While some studies find small increases in 
family enterprise growth and profits, evidence of 
increased labour demand, income or long-term 
consumption is scarce. A policy insight paper from 
J-PAL (2018) points out some possible explanations 
for the weak effects of microcredit such as that not 
all recipients of microcredit have access to or want to 
invest in their business or self-employment activities 
and that some recipients use microcredit for con-
sumption rather than business investment. 

Microcredit is more likely to be impactful for 
employment creation if it is targeted to entrepre-
neurial activities (rather than consumption 
smoothing) and the contracts are designed to fit the 
investment. Given the often high interest rates of 
microcredit, it is argued that the programme should 
be targeted towards entrepreneurs willing to take on 
high-risk investments, rather than people in need of 
covering basic consumption demands (J-PAL, 2018). 
RCT studies from Mexico (Angelucci et al. 2015), 
Morocco (Banerjee et al. 2015a) and Bosnia & 
Hercegovina (Augsberg et al. 2015) suggest that 
entrepreneurs who have larger, more profitable 
businesses benefit more from the increased access 
to microcredit compared to the poor or self-em-
ployed. Furthermore, experimental evidence from 
India (Field et al. 2013) has highlighted the impor-
tance of designing the contracts to suit the nature of 
investment. Debt contracts that require early repay-
ment discourage illiquid risky investments and 
thereby limit the argued positive impact of microfi-
nance on microenterprise growth and household 
poverty. 

Increasing access to finance among more estab-
lished small-scale entrepreneurs could potentially 
be an effective strategy to generate decent employ-
ment. While microcredit programmes target 
microentrepreneurs and the self-employed specifi-
cally, there are many other interventions promoting 
financial access to owners of small- to medium -
sized enterprises (SMEs). While these SME finance 
programmes differ in design and implementation, 
they generally share the same goal of encouraging 
employment creating investments among entrepre-
neurs by relieving constraints to financial access.  

In addition, many of these  programmes target SME 
(as opposed to microentrepreneurs) as they are 
thought to hold the highest growth potential  
(Cho, Robalino & Watson 2016). Kersten et al. (2017) 
synthesizes evidence on programmes that either 
directly or indirectly provide access to finance to 
small- to medium sized entrepreneurs (SMEs)2 
finding results suggesting that SME finance pro-
grammes can both increase firm performance and 
generate new employment for the supported enter-
prise. Targeting is emphasized as an important 
factor for success: programmes that provide finance 
to firms that are capital constrained, but large 
enough to invest the finance effectively, seem to 
generate larger impacts on firm performance and 
employment. However, Kersten et al. (2017) note that 
whether these effects lead to economy-wide increas-
es in employment and income poverty is seldom 
discussed in evaluations. 

For the poorer parts of the population, cash trans-
fers may be more appropriate way of boosting 
savings, increasing asset base, and providing 
preconditions for employment. By providing poor 
households with predictable sources of income, cash 
transfer programmes are theorised to help lift the 
liquidity, saving and credit constraints that limit 
business expanding investment and self-employ-
ment. Bastagli et al. (2016) have found 27 studies 
that specifically examined this theory of change, of 
which most are RCT:s and quasi-experimental 
studies conducted in Sub-Saharan Africa. Overall, 
the evidence points towards cash transfer pro-
grammes being able to increase households’ 
savings, accumulation of agricultural productive 
assets and livestock, and to some extent increase 
investment and activity in non-farming business. 
Furthermore, Blattman & Ralston (2015) note that 
there is growing evidence, mainly from Latin 
America, that conditional cash transfer programmes 
can stimulate self-employment and nonfarm earn-
ings. Emergency cash transfers have also shown 
helpful, and data from qualitative fieldwork and 
monitoring surveys demonstrate effects such as 
alleviated hunger, increased purchasing power of 
beneficiaries, stimulated local markets and trade 
and increased employment opportunities in rural 
labour markets in Malawi (Devereux et al. 2007). 

2 Including financial products such as subsidized loans, credit lines, 
fiscal credit, guarantees, matching grants, priority-lending regulation 
and overdraft facilities.

https://www.sciencedirect.com/science/article/abs/pii/S0927537115000044
https://opendocs.ids.ac.uk/opendocs/bitstream/handle/20.500.12413/14269/Impact%20of%20financial%20inclusion%20in%20low-%20and%20middle-income.pdf?sequence=1&isAllowed=y
https://opendocs.ids.ac.uk/opendocs/bitstream/handle/20.500.12413/14269/Impact%20of%20financial%20inclusion%20in%20low-%20and%20middle-income.pdf?sequence=1&isAllowed=y
https://dx.doi.org/10.1257/app.20130537
https://dx.doi.org/10.1257/app.20130533
https://dx.doi.org/10.1257/app.20130272
https://economics.mit.edu/files/13886
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
https://www.odi.org/sites/odi.org.uk/files/resource-documents/11316.pdf
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.114.9379&rep=rep1&type=pdf
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Matching grants (MG) is one of the most common 
financing tools for SME in developing countries, 
even though little evidence exists to fully determine 
their effects on firm performance, employment and 
income poverty. MG provides entrepreneurs with 
subsidies earmarked for specific business develop-
ment activities, such as training for employees, 
research and development, quality certification, 
product development, marketing and technological 
upgrading. Instead of the government or develop-
ment agencies directly providing these services or 
subsidizing suppliers of these services, MG is 
thought to allow entrepreneurs to invest in whatever 
project they deem most relevant for achieving 
business growth (Bruhn et al., 2013). Even though 
MG programmes have received large amounts of 
funding, there exists very little evidence to determine 
whether their underlying assumptions hold. Efforts 
to summarise evidence on SME promotion generally 
find positive impacts of MG on firm performance and 
indicators for job-creation, although these findings 
are based on a small number of studies, often with 
weak methodological quality (see e.g. Piza et al., 
2016, Kersten et al. (2017). Randomised experiments 
evaluating the effects of MG are scarce, in part due to 
an unwillingness of governments to randomly select 
recipients of grants, and in part due to demand for 
matching grants often being too limited to conduct 
any proper analysis of effects (Campos et al., 2012). 
Two of few available RCT studies of MG from Yemen 
(McKenzie et al. 2013) and Mexico (Bruhn et al. 2018) 
found significant improvements in innovation activity 
and labour productivity. While the study in Yemen 
was put on hold due to the outbreak of civil war, in 
Mexico, significant improvements were found in 
employment outcomes among beneficiaries one year 
after programme completion.

A growing body of programme evaluations look at 
more comprehensive forms of income- and liveli-
hood support combining access to capital with other 
measures to stimulate self-employment, showing 
promising indications of cost-effectiveness. These 
programmes, often known as ‘graduation pro-
grammes’, combine relatively large transfers of 
capital (such as livestock or tools) with business or 
skills training, linkages to health services and other 
forms of short-term income support. While pro-
grammes of this sort is relatively rare (and hence, 
few studies exist), available rigorous evaluations 
show large and positive impacts on 

self-employment, hours worked, earnings and 
households consumption (Blattman & Ralston, 
2015). Six RCT studies of a BRAC-developed gradua-
tion programme conducted in India, Ethiopia, 
Pakistan, Ghana, Honduras and Peru find that the 
effects generally hold in different regional contexts 
and persist one year after programme completion 
(Banerjee et al., 2015b). There is a need for more 
evaluations of scaled up graduation programmes, as 
most evidence is now based on small-scale pilot 
projects which are often targeted towards supporting 
the ultra-poor. While most have been found cost- 
effective for this cause, it is unclear how this 
multifaceted approach will fare if targeted towards a 
greater number of beneficiaries, or to more success-
ful entrepreneurs with the goal of spurring 
job-creation. In addition, more evidence is needed to 
fully understand the marginal contributions of each 
individual programme component (Blattman & 
Ralston, 2015). 

Entrepreneurial training
While business skill training programmes often 
improve the business skills and practices of MSME 
owners, there is only weak evidence of improved 
business performance or employment generation. 
Broadly defined, business skill training referrers to 
programmes that aim to help people start, manage 
and expand their business by providing training in 
business management, accounting, financial literacy 
and other vocational skills. There is consistent 
evidence of entrepreneurship training fostering 
business skills development and improving business 
practices (Grimm & Paffhausen, 2015). For example, 
participants in training programmes in Tunisia 
(Premand et al. 2013) and Malawi (Cho et al. 2015) 
were shown to have larger business networks, 
improved business skills and heightened optimism 
for the future. It is less clear whether these increas-
es in skill-level lead to improvements in business 
performance. Blattman & Ralston (2015) note that 
most evaluations of business skills training do not 
identify any increases in MSME revenues or profits, 
and that most short-term positive effects seem to 
vanish in the long-run. Grimm & Puffhausen (2015) 
suggest that while the programmes can improve 
skills, these improvements are not sufficient to 
trigger any transformative effects for businesses, 
and ultimately, employment. Cho, Robalino & Watson 
(2016) point out that more evidence is needed to 
determine the best practice for pedagogical 

http://documents1.worldbank.org/curated/en/516471468278741470/pdf/WPS6508.pdf
http://documents1.worldbank.org/curated/en/694201468191960454/pdf/wps6296.pdf
https://link.springer.com/article/10.1186/s40175-016-0048-8
https://www.journals.uchicago.edu/doi/10.1086/696154
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
http://dx.doi.org/10.1126/science.1260799
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://elibrary.worldbank.org/doi/abs/10.1596/1813-9450-6285
https://elibrary.worldbank.org/doi/abs/10.1596/1813-9450-6285
https://elibrary.worldbank.org/doi/abs/10.1596/1813-9450-6285
https://pdfs.semanticscholar.org/e14a/de083447859f264d80174364a9975030fe06.pdf
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
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approach and implementation arrangement when it 
comes to business training. Given the many consid-
erations for training programmes – in terms of target 
group, content, duration and intensity – knowledge 
on the most effective design features in different 
contexts is highly valuable and currently lacking. 

Complementing training and financial access with 
counselling appears to improve the impact. 
Counselling refers to advisory services, mentoring, 
consulting, and psychosocial support to provide 
further assistance to entrepreneurs. Unlike training 
programmes that often rely on pre-specified curricu-
lums and scheduled classes or on-the-job-training, 
counselling is often more flexible and customized to 
specific needs of business development, financial 
services and technical expertise. It is usually provid-
ed in addition to training or financing services rather 
than a stand-alone intervention. While there is little 
evidence evaluating the individual role of counselling 
services, programmes that include counselling as a 
complement to training or financial access generate 
larger and better results in terms of business 
practices and employment generation (Cho & 
Honorati, 2014). 

Business support services
Evidence of the impact of business support services 
is scarce, making it difficult to draw any generalisa-
ble conclusions regarding their effectiveness for 
employment creation. Business support services 
refer to a diverse set of interventions that address 
the institutional constraints to MSME growth, such 
as business environment regulation, cost of formali-
sation, (in)access to external markets, innovation 
policy and value chain development. Piza et al. (2016) 
summarise what we know regarding the impacts of 
business support services, finding that most studies 
of business support services report on positive 
impacts on firm performance, employment genera-
tion, exports and investment. However, despite the 
long list of business support programmes, few of 
them have been tried in more than two places. The 
authors call for further evaluation in order to gener-
ate knowledge regarding which programmes that are 
more likely to succeed in a particular environment. 

Supporting formalisation of MSMEs has been 
proven difficult, and while evidence suggests 
positive employment effects among firms that 
become formal the causality between formalisation 

and employment is less clear. In most LMICs, the 
majority of enterprises are informal, meaning that 
they are unregistered with the tax authority and 
operate outside of most regulations. Formalisation 
should in theory grant access to financial institutions 
and other support services that enable business 
expansion, as well as provide employees with more 
decent working conditions. However, costs of admin-
istration and tax payments can prevent 
entrepreneurs from wanting to formalise their 
businesses (ILO, 2013). Grimm & Puffhausen (2015) 
draw two general conclusions on interventions that 
aim to increase formalisation, based on a small 
number of studies, mostly from Latin America. 
Firstly, these studies identify that in many informal 
economies, firms are simply too small and not 
profitable enough to gain any benefits from becom-
ing formal. Interventions that seek to facilitate 
formalisation procedures and reduce the associated 
costs seem to work mainly for a small group of 
well-performing entrepreneurs. Secondly, when 
firms do formalise, they are found to increase their 
number of employees, although causality cannot be 
automatically assumed. Overall, the economy-wide 
effects of the efforts on formal employment and 
poverty have been modest in these cases.

Subsidised Employment
Public works programmes (PWP) can lead to 
short-term poverty alleviation, although little 
points towards any substantial effects on long-term 
employment or poverty rates. There are many 
theoretical arguments in favour of PWP: 1) the 
programme can be seen as a politically more viable 
option to social transfers 2) the programme can lead 
to the creation of public goods, such as infrastruc-
ture 3) by offering low wages, PWP is thought to 
effectively target those populations who hold the 
lowest opportunity cost of time (although at risk of 
excluding less able-bodied individuals) (Blattman & 
Ralston, 2015). In practice, not much is known about 
the various effects of PWP. Evidence from rigorous, 
counterfactual based evaluations is extremely 
scarce, with most knowledge coming from casual 
and descriptive studies. These studies suggests that 
PWP may have short-term benefits on employment 
and earnings. There is however little evidence of 
these effects lasting once the programme has ended. 
A possible explanation behind this is the failure of 
PWP to generate skills that are transferable to the 
labour market (Betcherman & Khan, 2015). Given the 

https://www.sciencedirect.com/science/article/pii/S0927537114000402
https://www.sciencedirect.com/science/article/pii/S0927537114000402
https://www.3ieimpact.org/sites/default/files/2019-01/sr25-cida-business-support-review_gvw36pm.pdf
https://www.ilo.org/beirut/publications/WCMS_210463/lang--en/index.htm
https://www.sciencedirect.com/science/article/pii/S0927537115000044
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://www.idrc.ca/sites/default/files/sp/Documents%20EN/Youth_Employment_Sub-Saharan_Africa_WEB_FINAL.pdf
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high cost associated with implementing PWP, many 
have come to question the programme’s cost-effec-
tiveness compared to other measures of job-creation 
and social protection. Some PWP have been specifi-
cally directed towards conflict and post-conflict 
regions, as a measure to increase social cohesion 
and prevent further violence. Recent World Bank 
impact evaluations do not find consistent evidence of 
PWP preventing violence in poor and fragile states 
(Mvukiyehe, 2018). More evidence is needed to fully 
understand all the potential effects of PWP, espe-
cially in comparison to cash transfers programmes 
(providing cash without the requirement of work) and 
in conflict- and post-conflict settings. 

Wage subsidies can improve employment in formal 
sector jobs, however little is known of its effects in 
low-income countries with large informal sectors. 
Subsidies can be used to compensate employers for 
the risk and uncertainty associated with hiring 
individuals who have typically been excluded from 
the labour market and thus lack workplace experi-
ence. The policy is mainly applicable to formal wage 
jobs, and has thus not been implemented to a large 
extent in low income countries where the formal 
sector traditionally holds a small share of overall 
employment (Blattman & Ralston, 2015). Evaluations 
from high- and middle-income countries generally 
find that wage subsidies can lead to the creation of 
new jobs, especially when targeted towards young 
people (See e.g. Betcherman et al. (2010) and 
Bördös, Csillag & Scharle (2016). It is unclear 
whether this effect is achieved at the expense of 
other non-targeted populations, although youth- 
oriented programmes in Chile (von Gersdorff & 
Benavides, 2012) and South Africa (Rankin, 2013) 
were not found to displace existing workers 
(Betcherman & Khan, 2015).

Supply-side interventions: Increasing 
Employability
Supply-side interventions aim to strengthen the 
employability of workers. This is commonly done by 
skills development through interventions that 
provide formal or technical training. Another way is 
to provide access to capital, facilitation, and markets 
that are required for self-employment or being 
employable for productive work opportunities. These 
two work streams will be discussed in this section. 

Figure 3: What works to improve employability or 
workers (labour supply)

Source: Authors

Skills development
Skills development and training in technical skills 
and competences demanded by the market (but not 
provided by the formal schooling system) is a 
popular employment promotion intervention, 
especially in sub-Saharan Africa, that generally 
improves the probability of finding employment. 
These programmes provide young people with 
education and training outside of the formal educa-
tion system in order to increase employability. The 
offered classes focus on building vocational and 
technical skills, general employability skills, as well 
as other basic competencies not acquired in formal 
schooling (Betcherman & Khan, 2015). Across 
studies, results show consistent improvements in 
employment outcomes and resultingly, higher 
earnings. These effects are found to be particularly 
strong in LMICs, and for programmes that target 
disadvantaged youth (Kluve et al., 2017). Ismail 
(2018) points out that trainings tends to be more 
effective if it provides skills that are in line with 
private sector demand. 
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https://opendocs.ids.ac.uk/opendocs/bitstream/handle/20.500.12413/13601/Lessons_Learned_from_Youth_Employment_Programmes.pdf?sequence=1&isAllowed=y
https://opendocs.ids.ac.uk/opendocs/bitstream/handle/20.500.12413/13601/Lessons_Learned_from_Youth_Employment_Programmes.pdf?sequence=1&isAllowed=y
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However, formal technical and vocational education 
and training (TVET) can be a costly way of improving 
employment or earnings in low-income settings, 
and structural barriers to access tend to limit the 
take-up and impact of the programme. Technical 
and vocational education and training (TVET) is a 
specific from of training programme that combine 
vocational and life skills training (Ismail, 2018).  
TVET can take many forms, including activities such 
general education, training in applied sciences and 
modern technology, training for specific occupations, 
apprenticeships as well as on-the-job training. The 
main theory of change is built upon the assumption 
that improved knowledge and experiences of work 
will help build employability and responsiveness to 
employment opportunities, especially for those who 
have typically been excluded from formal and paid 
labour work. TVET is both a common and well-stud-
ied employment intervention, however there are few 
examples of it being cost-effective. Despite often 
high programme costs, ranging from $1000 to $2000 
per person, most studies of TVET report on either 
ambiguous or modest effects on employment or 
earnings (Blattman & Ralston, 2015; Tripney et al., 
2013). 

A subset of training programmes focus specifically 
on the development of non-technical skills. While 
these programmes have been found to prevent 
crime, violence and anti-social behaviours, there 
exists a large evidence gap in terms of their effects 
on employment. These programmes have often been 
targeted towards high-risk adolescents and young 
men, commonly using a cognitive behavioural 
therapy (CBT) approach to develop skills of self-con-
trol, relationship building and non-violence. A study 
of a combined CBT and cash transfer programme in 
Liberia (Blattman et al., 2017) found large and 
sustained declines is crime and violence among 
participants, although no effects on employment or 
earnings (Blattman & Ralston, 2015). 

Women’s economic empowerment 
TVET programmes targeted towards women 
specifically might lead to small but positive increas-
es in women’s participation in the labour market 
especially if combined with other components 
(Chinen et al., 2017). Blattman and Ralston (2015) 
identify that TVET programmes have many times 
suffered from low attendance and high dropout, even 
in cases when the targeted individuals have 

expressed interest in gaining vocational skills. 
Addressing the structural barriers towards proper 
access of training programmes could potentially help 
increase their impact (Chinen et al., 2017). This is 
exemplified in a recent study conducted in rural 
Pakistan by Cheema et al (2020), which found that 
women were more likely to partake in TVET classes 
when offered cash transfers and women-friendly 
transport services. 

Combined training and placement interventions 
have proven effective for increasing women’s wage 
labour participation and income in LMIC. Whilst the 
result of a meta-synthesis of 50 studies and 30 
interventions suggests vocational training to have 
small positive effects on employment, formal 
employment and income for women (Chinen et al., 
2017), combined training and placement interven-
tions have proven effective. The results of a 
meta-analysis of nine studies by Langer et al. (2018) 
suggest these interventions to have a moderate 
effect on women’s wage labour participation in 
higher growth/ male-dominated sectors, which is 
further shown to translate into positive income 
effects of a similar scale. The analysed initiatives 
are: a programme combining technical and vocation-
al skills training with subsequent internships and job 
placements for youths in Latin America, programmes 
that combine practical, soft and life skills training 
with work experience for young women in Jordan, 
Liberia and Nepal, a programme for youths in Kenya 
that emphasizes ICT skills and employment, and a 
mechanic training programme in India that focuses 
on elderly rural women. The meta-analysis found the 
effects of these interventions to differ between 
sectors, as the larger effects were observed in the 
service sector, whilst the smaller effects were 
observed in the business administration sector. 
Another meta-analysis (Buvinic & Furst-Nichols, 
2016) found the effects of skills training, job search 
assistance, internships and wage subsidies to differ 
between older and younger women and between 
women facing different levels of social constraints. 

When it comes to financial services mobile money, 
direct deposits, and commitment savings accounts 
are found to support women’s labour market 
participation, economic activity, business profits 
and savings if and only if women were able to 
maintain control over the use of funds within their 
households. (J-PAL, 2021). The findings of a 
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https://www.aeaweb.org/articles?id=10.1257/aer.20150503
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://onlinelibrary.wiley.com/doi/epdf/10.4073/csr.2017.16
https://www.povertyactionlab.org/sites/default/files/research-paper/Blattman_Employment%20Lit%20Review.pdf
https://onlinelibrary.wiley.com/doi/epdf/10.4073/csr.2017.16
https://khwaja.scholar.harvard.edu/files/asimkhwaja/files/glass_walls_draft_03202020.pdf
https://onlinelibrary.wiley.com/doi/10.4073/csr.2017.16
https://onlinelibrary.wiley.com/doi/10.4073/csr.2017.16
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https://academic.oup.com/wbro/article-abstract/31/1/59/2461696?redirectedFrom=fulltext
https://academic.oup.com/wbro/article-abstract/31/1/59/2461696?redirectedFrom=fulltext
https://www.povertyactionlab.org/policy-insight/designing-financial-services-and-social-protection-programs-enhance-womens-economic
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meta-analysis suggest that business grants will not 
necessarily empower female entrepreneurs without 
accounting for household composition (Bernhardt et 
al., 2019). The analysis documented a diversion of 
women’s resources to their husband’s enterprise and 
found that household-level income gains are consist-
ent regardless of the gender of the individual 
receiving a unconditional business grant. For female 
entrepreneurs in single-enterprise households, the 
interventions prove more effective, as these women 
are more likely to select into higher return entrepre-
neurial activities. Directed income shocks are 
therefore shown to lead to significant increases in 
profits of their businesses, but it should also be 
noted that these women tend to be older, more 
educated or have older children. The conclusion that 
capital alone, as a small cash loan or grant, is not 
sufficient to grow female-owned subsistence-level 
firms, is further strengthened by a meta-analysis 
(Buvinic & Furst-Nichols, 2016) and a literature 
review (J-PAL, 2021).

Most evidence suggest that supplying low cost child 
care could offer both immediate payoffs in terms of 
increasing employment and earning opportunities 
for mothers. Evidence from Guatemala (Hallman et 
al., 2005), Colombia (Attanasio & Vera-Hernandez, 
2004) and Indonesia (Halim et al., 2019) suggest that 
access to formal childcare has a positive effect on 
the likelihood of being employed outside the house-
hold. In Mexico, subsidised childcare was shown to 
increase women’s probability of working and help 
women obtain more stable jobs and increase their 
labour incomes (Calderón, 2014). In a slum area in 
Kenya, mothers who were given vouchers for early 
childcare were significantly more likely to be em-
ployed than the mothers who were not given 
vouchers (Clark et al, 2017). Yet, some evidence from 
Chile (Manley & Vasquez, 2013) and Argentina 
(Berlinski & Galiani, 2007) show no significant 
effects, highlighting the importance of programme 
design and context. According to Kabeer (2012), there 
is remarkably little research from developing country 
contexts on the kinds of childcare arrangements that 
would most benefit working mothers and how these 
should be financed. 

Quality of work and labour markets
For supply and demand to meet, workers need 
access to functioning labour markets and enabling 
economic environment. This section discusses 
different aspects of the quality of work and ways to 
promote decent work, labour market regulation, and 
specific interventions targeted at migrant workers 
and refugees who face different challenges in the 
labour market.

Figure 4: What works to promote effective labour 
markets and quality of work

Source: Authors

Decent Work
Evidence, mainly from Latin America, suggest 
unionisation to have a positive impact on wages for 
lower-wage earners and on multidimensional job 
quality. The effects do, however, differ between 
countries depending on the characteristics of trade 
unions, and the literature on other continents is very 
sparse. Positive union effects on wages, especially 
for lower-wage earners have been demonstrated in 
Chile (Landerretche et al., 2013) and similar impacts 
on wage distributions have shown for Bolivia, Chile 
and developed countries (Rios-Avida & Hirsch, 2014). 
For Uruguay and Brazil, the effects were more 
modest (Cassoni, Labadie & Fachola, 2005). However, 
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evidence from 17 Latin American countries find 
unionised workers to experience higher multidimen-
sional job quality (Brummund et al., 2016). Regarding 
employment quality, Huneeus et al. (2015) studied the 
Brazilian case by including indicators for job tenure, 
earnings and formality, and found that there was 
generally an improvement over the period studied 
and that such improvement was relatively more 
significant for unionised wage employees. Evidence 
from other regions is more sparse. For Vietnam,  
a study found no effect of union membership on 
worker’s satisfaction (Anh et al., 2017), whilst a study 
from the Philippines suggest low unionisation to 
have negative implications for decent work as it 
results in low collective bargaining coverage which, 
in its turn, may drive average wages down and 
deprive workers of the first line of defence against 
abuse (ITUC, 2019). In contrast, studies from Ghana, 
Senegal and Zimbabwe suggest negative union wage 
gaps, which Freeman (2010) in his review argue are 
implausible and hypothesizes that unions in these 
countries are not standard unions, but may be 
political worker fronts whose workers are suffering 
political pressures.

Increasing or applying a minimum wage is shown to 
have an unclear or weak effect on formal employ-
ment, poverty and the average hours worked in 
developing countries. This, combined with the lack 
of evidence of adjustment effects affecting job 
quality makes it difficult to assess the impact on 
decent work. Some argue that minimum wages have 
often been used as a substitute for weak collective 
bargaining institutions in emerging market and 
developing economies (Saget, 2008). Yet, early 
evidence on minimum wages in 30 different develop-
ing countries found no significant impact on formal 
employment which was partly explained by incompli-
ance of the employers (Saget, 2001). Later evidence 
on employment is, however, mixed (Neumark & 
Corella, 2020) or shown to be small and negative 
(Martinez & Martinez, 2021). Saget, (2001) further 
found a negative significant impact on poverty levels, 
but later evidence noted that this effect probably is 
more modest as the minimum wage only applies to 
formal workers and could have negative effects on 
formal employment (Gindling, 2018). Some studies 
suggest that employers try to adjust for the in-
creased labour costs by increasing the average 
hours worked, but the evidence here is also incon-
clusive (Bhorat et al., 2017). Hohberg and Lay (2015) 

propose adjustment channels such as reductions of 
non-wage benefits, training and profit or a rise in 
prices or efficiency to apply also in developing 
countries, but these channels have not yet been 
tested in a developing country context and Martinez 
and Martinez (2021) argue that these should differ 
from developed countries. Survey evidence from 
Eastern Europe find that employers typically try to 
increase productivity by tighter work schedules or 
multi-tasking (Bodnar et al., 2018), which could 
affect the quality of work. 

The evidence regarding whether industrial policies 
such as special economic zones (SEZ) can provide 
decent work is inconclusive and had different effect 
in different areas. One of the most common instru-
ments of industrial policies, export processing zones 
– a category of SEZ, is suggested to not have any 
clear impact on additional employment, labour 
conditions or unionisation in the zones, according to 
a meta-synthesis (Cirera & Lakshman, 2017) of 59 
studies conducted in developing countries. The 
impact on female labour participation is, on the other 
hand, shown to be positive and wages are further 
shown to be higher within the zones in most case 
studies. Yet the heterogeneity of results across 
countries is significant. The main implication of 
these results is that negative labour outcomes rather 
appear to be the result of regulation derogations or 
lack of law enforcement capacity in the country. For 
SEZ in general, evaluations express doubt about the 
usefulness of those created in the 1990s and 2000s 
in Africa due to competitive weaknesses in terms of 
high labour costs and inabilities to reach scale in 
comparison with SEZs in Asia and Latin America 
(AfDB, 2015; Farole, 2011). Overall, African SEZ have 
not yet lead to significant job creation or poverty 
reduction, but promising developments in Ethiopia, 
Nigeria and Zambia are starting to emerge as many 
typical challenges of coordination of key actors, 
creation of linkages with local economies and 
financing infrastructure are now being addressed 
(UNDP, 2015). However, evaluations show difficulties 
of implementing SEZ in fragile settings as the 
intervention requires a minimum level of state 
capacity (AfDB, 2015). 
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Improving labour markets
Employment services play a small role in develop-
ing countries and show little or no effect on 
informal and/or agricultural workers, although 
they are considered effective in increasing employ-
ment outcomes in formal wage settings. This 
category of interventions aim to facilitate the match-
ing between job-seekers and employers by improving 
labour market information and access, as well as 
job-search assistance and counselling. As noted by 
Betcherman and Khan (2015), there is robust 
 evidence of employment services improving employ-
ment and earning prospects for participants in a 
cost-efficient manner. However, these findings are 
mainly applicable to skilled workers in formal wage 
settings, as employment services often require 
registration into unemployment insurance systems 
(Kluve et al, 2017). Among self-employed entrepre-
neurs and small-scale agricultural workers in the 
informal economy employment services play an 
insignificant role (World Bank, 2013). Kluve et al. 
(2017) concludes that the evidence on employment 
service programmes in LMICs is very thin, making it 
impossible to draw any generalisable conclusions 
regarding their economy-wide effects in these 
contexts. A study from India (Jensen, 2012) reports 
on employment service programmes increasing 
employment among participants, although no effects 
were found on earnings. 

Migration
Access to employment for migrants differ from 
domestic workers. Different interventions are found 
effective to promote employment for migrant work-
ers than for refugees and internally displaced people 
(IDPs). 

There is rigorous evidence that repeated cash 
transfers will have a positive effect on employment 
and the quality of work for refugees and IDPs in 
LMIC in the long run. The evidence for other inter-
ventions is weaker for LMIC, yet the results for 
combining training with one-off transfers are 
promising. In a thorough and comprehensive litera-
ture review, Schuettler and Caron (2020) present 
evidence on different job interventions for refugees 
and IDPs. They find most rigorous quantitative 
evidence for repeated transfers which are shown to 
have a positive effect for adult employment and job 
quality only in the longer run as vulnerable house-
holds will be able to search for higher quality jobs, 

save money and afford education. One-off transfers, 
on the other hand, are shown more effective when 
combined with skills training or coaching in gradua-
tion-type programs in increasing employment, 
income and business ownership for poor and vulner-
able individuals in general and in fragile contexts. 
Especially when the skills are demanded by the 
private sector and constraints to participation such 
as time and norms need to be accounted for. 

Lowering the barriers to formal employment can 
improve job quality and security for refugees and 
migrants in LMIC, but the effects depend on the 
context. In a qualitative study, Zetter and Ruaudel 
(2016) argue that refugees, that are not legally 
allowed to work, are more prone to be employed in 
the informal sector, which in turn may lead to lower 
job quality and greater risk of exploitation. But the 
impact of increasing labour market access is highly 
dependent on the extent of access, the profiles of 
refugees, the characteristics of the informal sector, 
geographic location and concentration as well as the 
existing policy space (Clemens et al., 2018). For 
example, evaluations of the Jordan Compact find that 
the uptake and impacts of the work permits in SEZs 
were limited, the number of new jobs created in the 
SEZ as a result of compact investment were low and 
more than 95 percent of all permit holders were 
shown to be men (Gordon 2019; Barbelet et al., 
2018). These results are explained by the poor 
matching of skills and the unattractiveness of the 
jobs, the infrastructure and working conditions as 
well as the locations of the SEZs, but also the overall 
business environment, which is considered to be 
risky in comparison to other countries (Gordon 2019; 
Barbelet et al., 2018). Ethiopia later implemented a 
job compact similar to the Jordan Compact and 
despite differences in scale of the compacts and the 
economic conditions of the countries, the challenges 
and potential for formal employment were similar 
(Barbelet et al., 2018). However, little is yet known 
about the labour market outcomes for such com-
pacts in other contexts than Jordan and ongoing 
studies in Colombia and Ethiopia will hopefully help 
shed more light on the causal links between the right 
to work and labour market outcomes (Schuettler & 
Caron, 2020). 

https://www.idrc.ca/sites/default/files/sp/Documents%20EN/Youth_Employment_Sub-Saharan_Africa_WEB_FINAL.pdf
https://onlinelibrary.wiley.com/doi/10.4073/csr.2017.12
https://openknowledge.worldbank.org/handle/10986/11843
https://onlinelibrary.wiley.com/doi/10.4073/csr.2017.12
https://onlinelibrary.wiley.com/doi/10.4073/csr.2017.12
https://academic.oup.com/qje/article-abstract/127/2/753/1823744
https://openknowledge.worldbank.org/bitstream/handle/10986/33953/Jobs-Interventions-for-Refugees-and-Internally-Displaced-Persons.pdf?sequence=1&isAllowed=y
https://www.rsc.ox.ac.uk/publications/refugees-right-to-work-and-access-to-labor-markets-an-assessment-part-1
https://www.rsc.ox.ac.uk/publications/refugees-right-to-work-and-access-to-labor-markets-an-assessment-part-1
https://www.cgdev.org/sites/default/files/economic-and-fiscal-effects-granting-refugees-formal-labor-market-access-brief.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---ifp_skills/documents/publication/wcms_732602.pdf
https://odi.org/en/publications/the-jordan-compact-lessons-learnt-and-implications-for-future-refugee-compacts/
https://odi.org/en/publications/the-jordan-compact-lessons-learnt-and-implications-for-future-refugee-compacts/
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---ifp_skills/documents/publication/wcms_732602.pdf
https://odi.org/en/publications/the-jordan-compact-lessons-learnt-and-implications-for-future-refugee-compacts/
https://odi.org/en/publications/the-jordan-compact-lessons-learnt-and-implications-for-future-refugee-compacts/
https://openknowledge.worldbank.org/bitstream/handle/10986/33953/Jobs-Interventions-for-Refugees-and-Internally-Displaced-Persons.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/33953/Jobs-Interventions-for-Refugees-and-Internally-Displaced-Persons.pdf?sequence=1&isAllowed=y
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CONCLUDING 
CONSIDERATIONS
Interventions to promote productive employment do 
not exist in a vacuum. The success or failure of the 
areas discussed above are crucially dependent on the 
overall economic context in which they operate.

The structure of the economy and its growth 
prospects matter for employment policy. Economic 
development brings changes to the labour market 
and the barriers to decent jobs facing the underem-
ployed. Fox and Kaul (2018) note that for youth, the 
potential for employment is linked to the prospects 
for structural change in the economy. Therefore, they 
suggest different youth employment strategies for 
LMICs depending on their state of structural trans-
formation. Transforming economies include 
countries that have experienced years of solid 
economic growth, where industrialisation is taking 
way and poverty rates declining. Here, the high 
population growth and the small size of the private 
sector imply that most youth entering the labour 
force will have to find work in the informal labour 
market. Fox and Kaul (2018) recommend employ-
ment strategies that emphasize mixed livelihood 
strategies in the informal sector and entrepreneur-
ship promotion to increase labour demand. For more 
developed transforming economies, where demands 
for more skilled-labour increases, supply-side 
interventions are needed to help youth overcome 
obstacles to employment. For non-transforming 
economies, political and governance challenges 
restrict private investment, reducing prospects for 
formal enterprises to develop and provide jobs. 
Supply-side interventions that prepare youth for 
job-seeking in the formal sector is hence ill-advised 
in these contexts. Instead, employment strategies 
should focus on enabling successful, stable self- 
employment in household enterprises.

Improving basic infrastructure such as roads and 
access to electricity and internet are indirect but 
effective measures to increase labour mobility and 
access to labour markets in low-income settings. 
Both domestic and public infrastructure have been 
shown to have an impact on the labour supply of both 
men and women. South Africa’s mass roll-out of 
electricity to rural households, for example, was 

suggested to significantly increase hours of work for 
women by releasing time from home production and 
enabling microenterprises, especially for women 
with few or no children (Dinkelman, 2011). The 
introduction of mobile phone coverage in rural areas 
in South Africa was further shown to increase wage 
employment for women with few or no children, and 
decrease agricultural employment for men. Taken 
together, this introduction was found to increase 
household income in a pro-poor way (Klonner & 
Nolen, 2008). Besides electricity and ICT, road 
development projects have been shown to have a 
large and significant impact on the labour supply of 
rural families within the project area in Bangladesh 
and benefitting especially the poor (Khandker et al, 
2006), and access to infrastructure and proximity to 
urban areas have shown to be positively associated 
with high productivity waged work in 12 of 15 devel-
oping countries studied by Winters et al (2008). 
Another important investment concerns the access 
to financial infrastructure and services, which have 
been shown to increase the income for low-income 
individuals and the overall employment in Mexico 
(Bruhn & Love, 2014), but also decrease rural 
poverty in India (Burgess & Pande, 2005; Ayyagari et 
al., 2013). Another such study from India suggests 
two channels of influence: the first allows the 
borrowers to invest in self-employment activities and 
increase earnings capacity and the second enables 
an expansion in the local economic activity (Berkman 
et al, 2016). 

Employment vs poverty targets: The role of target-
ing in entrepreneurship promotion to those with 
highest potential rather than the ones most in need 
is a debated topic, with a strand of research sug-
gesting that programmes should target individuals 
with the highest growth potential in order to create 
transformative labour market effects. Cho, 
Robalino & Watson (2016) highlight the importance 
of understanding the ability and potential of small 
scale entrepreneurs to generate growth and job 
creation, and designing entrepreneurship promotion 
programmes thereafter. A majority of the world’s 
self-employed are entrepreneurs out of necessity, 
rather than choice – these individuals lack formal 
employment opportunities and work for own account 
to provide subsistence to themselves and their 
family. These ‘subsistence entrepreneurs’ exhibit 
consumption levels either below or close to the 
poverty line (Cho, Robalino & Watson, 2016).  

https://elibrary.worldbank.org/doi/abs/10.1596/1813-9450-8500
https://elibrary.worldbank.org/doi/abs/10.1596/1813-9450-8500
http://citeseerx.ist.psu.edu/viewdoc/summary?doi=10.1.1.359.9922
http://citeseerx.ist.psu.edu/viewdoc/summary?doi=10.1.1.359.9922
http://www.fao.org/fileadmin/user_upload/riga/pdf/aj301e.pdf
https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12091
https://econ.lse.ac.uk/staff/rburgess/wp/aer.pdf
https://voxeu.org/sites/default/files/file/DP9497.pdf
https://voxeu.org/sites/default/files/file/DP9497.pdf
https://ifmrlead.org/the-impact-of-access-to-finance-in-rural-tamil-nadu-evidence-from-a-randomized-control-trial/
https://ifmrlead.org/the-impact-of-access-to-finance-in-rural-tamil-nadu-evidence-from-a-randomized-control-trial/
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
https://izajolp.springeropen.com/articles/10.1186/s40173-016-0060-2
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These enterprises are not likely to grow and create 
jobs for others than the owner themselves, but are 
nonetheless an important source of employment and 
income for a substantial portion of the population in 
LMICs. Entrepreneurship promotion programmes 
targeted towards these individuals should strive to 
support self-employment, livelihood opportunities 
and strengthen access to social safety nets. More 
comprehensive entrepreneurship support, such as 
business development services, are better suited for 
entrepreneurs that show potential to expand their 
businesses and employ others. 

Employment promotion is closely linked to inter-
ventions in related thematic areas. Related 
institutional changes are needed to generate inclu-
sive and decent labour markets. Looking into 
evidence in related fields, such as global trade, 
agricultural policy, human rights and democracy for 
synergetic effects will be needed to find the most 
effective interventions for a given situation. 
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