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The labour force is a cross-cutting topic in population studies. How individuals
navigate the course of their working lives - whether to work and where, for
how many hours, doing what kinds of jobs, and when to retire - intersect
closely with demographic markers in their life course: finishing education,
partnering, birth of a child, migration, illness and death. Conversely,
individuals’ and families’ demographic behaviours and outcomes will have
bearings on the size of the workforce and labour force, the competition for
jobs, wage rates, income growth, and societal well-being.

Sustainable Development Goal 8 is, ‘“To promote inclusive and sustainable
economic growth, employment and decent work for all.” At the macro-level,
as discussed in the Population and Resources Chapter below, the wages and
salaries of the worker are a key component of the Gross Domestic Product.
A growing labour force generally signals a positive outlook in economic
growth. In economic and political terms, ‘full employment’, however defined,
and ‘low unemployment’ are usually seen as desirable.

In a given population, the size and composition of the labour force are
closely associated with the changing patterns in fertility, mortality and
migration. This would include people who are employed, and/or people who
are actively looking for work (Figure X.1). By this definition, children, full-time
students, stay-at-home parents, retirees, and in some countries, members of
the armed forces, would be included in the category of population who are not
in the labour force.

Figure X.1 provides a simple illustration of how we can visualize the labour
force through a whole of population perspective. It should be noted that
labour force concepts and measurements do vary from one country to
another. Sometimes, within one country, definitions can also vary between
official statistics and other survey-based measures. It is important to read
definitions used when using labour force statistics, to ensure that inter-country
and/or inter-temporal comparisons are valid.
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FIGURE X.1 Population and the labour force
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When quality jobs are available, a growing labour force generally signals a
positive outlook in economic growth. On the other hand, a shrinking labour
force — a likely consequence of population ageing — may be a source of
concern for policy makers. This is typically the case if the decline in the size
of the labour force is coupled with a decline in worker’s productivity (see
Skirbekk 2004; Temple and McDonald 2017).

The size of the labour force not only depends on the age and sex
composition of the population, but also on the extent to which different groups
in the population participate in the labour force. This varies from one country
to another, depending on a host of interrelated factors, including: the country’s
stage of economic development; its history, welfare systems and public
institutions; and socio-cultural norms around key demographic markers such
as marriage and childbearing.

For example, in low income countries, a large proportion of young people
aged 15 — 19 are working and/or looking for work. But in upper middle-income
countries, most of these young people are still in school or attending tertiary
education. To take another example, in some high-income countries, many
women in their peak reproductive ages tend to temporarily pull out from the
labour force, or significantly reduce their working hours (Bianchi 2000; Blau
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and Kahn 2013; Boeckmann et al. 2015). However, in rural economies, a high
proportion of women continue to work following marriage and childbearing
(Srivastava and Srivastava 2010).

At the individual level, demographic events in the life cycle have an
important bearing in shaping a person’s labour force outcomes, and vice
versa. Labour force outcomes can be quantified through a number of
measures: whether the person is participating in the labour force, whether
the person engages in paid employment, and if so, their employment status
(e.g. whether they own their own business or are a wage employee, how
many hours they work, how much they earn, and the types of occupation and
industries of their employment. For example, family formation is associated
with an increase in men’s work hours, particularly if the prevailing norms
around gender roles expect men to be primary providers for the families
(Killewald 2013; Coltrane et al. 2013). In contrast, the birth of a child may
impede the ability of a woman to be fully engaged in the labour force. When
adequate childcare is not available, she may either choose to reduce her
working hours, or give up paid employment altogether (Presser and Baldwin
1980). Conversely, marital breakdowns or widowhood may propel women to
seek paid employment outside the home (van Damme et al. 2009; Putra and
Creese 2016).

The relationship may also work the other way around. For example, labour
force related reasons may shape people’s decisions around marriage and
childbearing. A study based on the longitudinal study German Socio-
economic Panel found that highly educated women tend to postpone
parenthood when faced with employment uncertainties. On the contrary,
economic uncertainties were found to accelerate decisions to have children
for women from lower educational backgrounds (Kreyenfeld 2010). In Japan,
unemployment and working in non-stable jobs are associated with lower
levels of marriage among men, but higher levels of marital fertility among
women (Raymo and Shibata 2017).

There are many other cases to illustrate how demographic events are
closely associated with an individual’s labour force outcomes. Individuals in
wealthy societies may choose to retire and withdraw from the labour force as
they approach old age (Whiteford and Whitehouse 2006). But among those
residing in low and middle-income regions, many have to continue working to
secure their livelihood well until they could not physically work any longer
(Utomo et al. 2018)

With labour force trends and differentials driving, and being driven by, a
wide range of demographic, economic, social, and political outcomes, the
labour force is an important link between population studies and public policy.
Providing jobs to a large cohort of young people in the Middle East and North
Africa Regions (LaGraffe 2012); addressing workforce ageing in low fertility
countries (McDonald and Kippen 2001); providing equal employment
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opportunities for mothers in Scandinavian countries (Rgnsen and Sundstrom
2002); reducing the brain drain of medical professionals in Kenya (Kirigia et
al. 2006); to examining the effects of migrants on unemployment and wages
in the UK (Dustmann et al. 2008); population dynamics clearly underpins
contemporary debates and policy challenges pertaining to the labour force
across diverse societal contexts. This chapter provides a brief overview on
the concepts, trends, data sources, and emerging issues on population and
the labour force.

DEFINITIONS AND DATA
Working age population

Broadly speaking, a country’s population can be split into two groups: those
in the working age population, and those who are not. Working age
population refers to the population in certain age groups who are potentially
able to contribute to the production of goods and services. There is no
universal range of working age. ‘Working age’ definition varies by time and
place and is influenced by changing societal and legal standards on school
and work participation. In Figure X.1, we use the ILO definition of standard
working age: population aged 15 years and over (International Labor
Organization. 2016). The OECD definition of working age population is 15 to
64 (OECD 2017).

Policy discussions around working age population often feature the so-
called age dependency ratio. This is the ratio of the young and old (sum of
persons aged less than 15 years of age and persons aged 65 and over,
compared to population aged 15-64). Births, deaths, and migration shape the
age dependency ratio. With ageing populations, there are discussions to
extend the working age definition beyond 64 in OECD countries. (Vogel et al.
2015).

The labour force

The labour force includes all working age population who are employed, and
those seeking work (unemployed). Labour force participation rate expresses
the percentage of the working age population who are in the labour force,
including workers in the informal sector (see Appendix 1). The rate is a proxy
of labour supply in the economy. In the past, the term economically active
population was often used interchangeably with labour force. However, this
is becoming an increasingly uncommon, in recognition that those outside of
the labour force are likely to make meaningful contributions to their societies
and the economy, for example through care work and volunteering (see ILO
2018). Persons not in the labour force include those in the working ages who
are students, stay-at-home parents, and retirees. Certain countries, like the
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United States, explicitly exclude military personnel and inmates in penal and
mental institutions from their labour force definition.

The age-participation profile plots labour force participation rate by age
group. For men, this would typically look like an inverted U-shape. In the late
teens and early 20s, a sizeable proportion of men would still be studying full-
time. The proportion of men in the labour force would gradually increase, and
flatten during their peak productive years, and decline when approaching
retirement age. At any age group, the labour force participation rate for men
is likely to higher than the corresponding rate for women.

Figure X.2 provides an example of the variation in the labour force
participation rates by age group, sex, and country income groupings. Using
the age-participation profile for men in high income countries as a reference,
the figure demonstrates how women’s reproductive behavior may shape
different patterns of female labour force participation in different countries.

The age-participation profile for women in high income countries
demonstrates a slight drop between the ages 25-29 and 45-49. During the
post World War Il period, the tendency for women to drop out of the labour
force or reduce their work attachment — for example by switching to part-time
work — during their peak childbearing and childrearing years is a common
feature in many high-income economies. This results in an age-participation
profile that looks like the letter M. In recent times however, there is evidence
to suggest owing to behavioural and policy changes on the work-family
nexus, the M-curve has been flattening out in countries like Korea and Japan
(Macnaughtan 2015).

In upper middle-income countries, the age-participation profile also shows
a slight M-curve. Here, female labour participation rates decline sharply from
the mid-40s. Apart from the 65+ category, at any given age group female
labour force participation rate in the lower-middle income countries, is the
lowest relative to comparable age groups in high, upper middle and low
income countries. Structural barriers and gender norms are likely to hinder
women’s engagement in paid employment in these societies. Perhaps
reflecting the prevailing norms of earlier age at first birth, female labour force
participation rate peaks at the ages 40-44.

The age-participation profile for women in low income countries is closest
- in terms of matching the rate at each age group — to that of men’s in high
income countries. At the ages of 15-19 and 65+, women in low income
countries have significantly higher rate than the men’s in high income
countries. This is attributed to both their lower participation in formal
education, and the associated need to secure their livelihoods since an early
age and well into their old age.
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FIGURE X.2 Female labour force participation
estimates by age groups and country income
groupings
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Note: It should be noted that the age-participation profile here is based on cross-sectional
estimates. That is, the labour force participation rate is calculated for each age group in a

particular year (i.e. 2017). The age-patrticipation profile will be different if we were to follow
the labour force participation rate for a particular cohort of men/women over their life course.

When examining the demographic composition of the labour force,
researchers, businesses, and policy makers look beyond age and sex
groupings. Apart from age and sex, statistics on labour force are often
disaggregated by geographical groupings (e.g. urban/rural), marital/family
status, education categories, race, ethnicity, and migration status among
others.

Employed

In general, a person is employed if he/she worked for at least a specified
amount of time in a short reference period. The international standard
definition for employed person requires an individual aged 15 and over to
have worked at least one hour during the reference week used in the survey.

Work refers to paid employment, self-employment, and other activities that
generate income. Workers who were temporarily absent from their jobs for
example due to sickness, being on strike, on paid leave, and or on unpaid
leave but receiving compensation and expected to return to work would
generally be classified as being employed. Unpaid workers contributing to
family business and farms are generally included in the “employed” category.
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At this point, we should highlight how domestic work is treated in labour
force measurement, depending on who is performing the work. Domestic
workers — those who are paid to work as helpers in other people’s households
like butlers, maids, babysitters - are categorised as employed. However,
persons, usually women, who are engaged in full-time
housework/childcare/childrearing in their own household, are categorised as
not in the labour force.

Employment Rate is defined as the percentage of employed persons to the
total labour force. A related statistic is the Employment—to-Population Ratio,
defined as the proportion of employed persons to the total working age
population. The higher the ratio, the larger the share of working age
population who are employed. A low ratio indicates that there are a relatively
large number of working age individuals who are either unemployed or not
participating in the labour force altogether. Both employment rate and
employment-to-population ratio can be used to estimate the potential tax base
in a country, and to forecast social security/pension spending.

Unemployed

Unemployed refers to persons who were not working during a reference
period, are actively seeking work, and available for employment (International
Labor Organization. 2016) . Unemployment rate is the percentage of the
unemployed out of the labour force. The unemployment rate is an indication
of underutilisation of labour in the economy. It should be noted that under
the common definition, unemployment rate only counts people who are
currently available for work. Individuals wanting to work but are not readily
available to start work in the reference period (e.g. next week), and those who
have been discouraged from actively seeking employment, are currently
counted as not in the labour force. Many stay-at-home parents — the majority
of which are women - who would like to participate in paid employment
outside the home but cannot find suitable work, are effectively excluded from
the standard unemployment count. There are views that these women, and
other jobseekers facing very limited work options owing to discrimination,
structural barriers, or caring responsibilities, should be counted under a more
relaxed definition of unemployment.’

A related concept that measures the underutilisation of labour in the
economy is underemployment. A person can be classified as being
underemployed if they are working fewer hours than they would like to, and/or
if they are highly skilled but working in a flow-paying or low-skilled job (see
International Labor Organization. 2016). The standard international definition
requiring an individual of having to engage in work - regardless of how well it
suits their skills, qualifications and experience - for only an hour in a week to
be considered as employed, means that the unemployment rate often masks
the extent of labour underutilisation in the economy. As such, both
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unemployment and underemployment figures can be used to get a more
comprehensive picture of underutilisation in the labour force.

Out of many concepts in the labour force, arguably, unemployment is the
most politically charged. Policy debates and discussions often distinguish
between different concepts of unemployment. Cyclical unemployment relates
to the common peak and trough in the business cycle of the economy. During
economic downturns and recessions, the fall in aggregate demand and
closing of businesses results in people losing their jobs, whilst economic
booms will result in more people gaining employment. Cyclical unemployment
is often contrasted with structural unemployment. Structural unemployment
relates to technological shifts and structural changes in the economy.
Examples are jobs that are no longer in demand because of technological
change and automation. As another example, shifting of manufacturing from
developed to developing countries with lower costs of production are
expected to generate structural unemployment in the former. Cyclical
unemployment may turn to structural unemployment in cases where the
period of unemployment is significantly long that is causes individuals to lose
their skills, or to have skills that are no longer in demand. Another concept of
unemployment is frictional unemployment. Frictional unemployment is
generally attributed to persons who are in—between jobs. When an individual
is made redundant either involuntarily or voluntarily, imperfect information in
the job market means that there would be an unavoidable waiting time as they
search for other opportunities in the job market. Graduates looking for work
would be included in this category. In most cases, frictional unemployment
can also be categorised as voluntary unemployment given that such
individuals are searching for jobs with certain attributes, pay, and conditions,
and will not be willing to work for the first opportunity that comes along.

An economy is said to be in full employment if it can attain an acceptable
level of unemployment rate above 0%, without any cyclical unemployment.
Governments set a target unemployment rate, say at 4-5%, which would still
allow for structural, frictional or voluntary unemployment to exist.

Youth unemployment is another facet of the labour force that warrants a
special mention, particularly given its close link to population dynamics.
Youth unemployment rate refers to the rate of unemployment among young
people aged 15 to 24. Table X.1 outlines the regional variation in selected
labour force and population indicators, contrasting rates and population size
for the youth and the general working age population. In all regions, the youth
unemployment rate is higher than the general unemployment rate. Youth
unemployment is notably high in the Arab States. Studies on the Arab Spring
uprisings have pointed to a combination of a large youth cohort, inadequate
economic opportunities, and recent expansion in education attainment being
among the key factors behind political upheavals in this region (Campante
and Chor 2012).
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TABLE X.1 Selected labour force and population indicators by
region, ILO 2017 modeled estimates

Labour force  Employment-  Unemployment Population -- UN estimates and

participation  to-population rate (%) projections (thousands)
rate (%) ratio - (%)

Region 15+ 15-24 15+ 15-24 15+ 15-24 15+ 15-24
World 62.1 43.4 58.7 37.9 55 12.7 5,521,172 1,191,284
World: Low income 75.0 613 71.0 55.6 5.3 9.4 377,957 131,628
World: Lower-middle 57.4  37.7 54.8 33.2 4.6 12.0 2,083,987 553,222
income
World: Upper-middle 65.3 44.8 61.3 38.1 6.1 15.0 2,070,143 363,515
income
World: High income 60.4 454 56.7 39.3 6.2 135 989,085 142,919
Africa 64.3 46.3 59.3 40.0 7.9 13.6 722,384 235,491
Americas 63.5 50.2 59.2 42.5 6.8 15.4 767,611 158,858
Arab States 51.4 294 47.1 22.2 8.4 24.6 105,710 28,605
Asia and the Pacific 62.5 417 59.9 37.3 4.1 10.4 3,171,480 659,074
Europe and Central Asia 58.7 41.7 54.0 34.3 8.1 17.7 753,987 109,255

Source: ILO 2018
Note: ‘Modeled’ estimates mean that the ILO has harmonized data from
various surveys and sources to allow and improve comparability across
different countries.

Data sources

Labour force statistics can be derived from a variety of conventional
demographic data sources, but the digital revolution has profoundly changed
what kinds of labour force statistics are available and how they are being
collected.

Conventionally, demographers rely on population censuses and sample
surveys that would typically include questions on an individual’s labour force
activity, their employment types, occupations, and industries. Some of these
surveys would go into further details and collecting data on days or hours
worked — hence providing information on seasonal employment related to
agriculture for example, and modes of transport and hours spent travelling to
and from work. Most OECD countries have periodic labour force surveys,
with data collected every quarter to provide updated snapshots of a country’s
employment and economic conditions.

Information on the labour force can also be derived though a range of
administrative data. This would include publicly collected administrative data,
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such as social security and pension payments, taxation registers, and
unemployment registers. For example, population registers in Scandinavian
and Nordic countries have been regularly featured in many studies on the
relationship between fertility and labour force behaviours (Andersson 2000,
2004).

Labour market trends and differentials can also be drawn from workplace
or industry-specific administrative data. These can offer insights to industry or
firm-specific age profiles; gendered patterns of occupational/tasks/job-level
distributions; employment duration, and job mobility; modes, reasons, and
timing of entry into and exit; out of employment, and many other facets of
employment.

Since the mid-1990s, scholars started compiling matched employer-
employee datasets to examine a diverse range of labour market, economic,
and population trends. They did so by combining multiple administrative
records and/or sample surveys (see Abowd and Kramarz 1999). For example,
Del Bono, Weber, and Winter-Ebner (2012) combined data from the Austrian
Social Security database and birth records to study the effects of job loss on
women’s fertility decisions. In another study, Norwegian Central Person
Register data was merged with survey data to assess whether a set of
personal values can be used to predict retirement behavior (Blekesaune
2015).

More recently though, the digital revolution has transformed the kinds and
magnitude of datasets that scholars, business, and policy makers can tap into
to look into a wealth of labour force statistics, and study their associations
with wider economic, politics and population dynamics. A recent study used
mobile phone data to study individuals’ changing behaviour following
massive lay off in a car parts factory in Europe (Toole et al. 2015). Another
recent study explored how regional unemployment in Spain can be predicted
through people’s social media activity, including frequency, content and
geographic location. (Llorente et al. 2015). The use of big data to estimate
unemployment has the potential to improve accuracy and is arguably more
cost-effective and timely than the conventional methods of data collection
through sample surveys.

LABOUR FORCE OUTCOMES: TRENDS AND
DIFFERENTIALS

Apart from their labour force participation, and employment/unemployment
status, the labour force outcomes of individuals and sub-groups of the
population can be measured and analysed in many ways. For example, by
dominant occupational and/or industry, employment status, hours worked,
and wages earned. These variables have been used to compare and contrast
labour force outcomes across regions and time, and over population groups.

10
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Employment-related questions in population surveys often aim to record
how many hours individuals work in every day of the reference week, and the
total hours worked for that week. Different countries apply different definitions
of part-time and full-time employment. In general, the international standard
for part-time employment is when the individual works for less than 30 hours,
or 20 hours, in a week (ILO 2012). Data on work hours generate important
insights into the changing nature of employment and how it links to other
fundamental societal institutions — such as that of the family. For example, a
dataset on the historical trends of working hours in a selected number of
Western countries suggest a substantial decline in the average weekly
working hours of full-time production workers, from about 64 hours per week
in 1870, to 40 and 36 hours for male and female workers respectively in 2000
(Huberman and Minns 2007). At the outset, reduction in working hours would
yield more time for leisure. Yet, the emergence of the 24-hour economy and
non-standard work times create a new set of challenges and issues around
family functioning and parenting for working families (Strazdins et al. 2004).

Another important variable measuring labour force outcomes are
occupations and industries. Broad occupation categories may be used to gain
insights on the relative size of high-skilled, mid and low-skilled workers, and
may include the following categories: Managers, Professionals, Technicians
and Associate Professionals, Clerical Support Workers, Service and Sales
Workers, Skilled Agricultural, Forestry And Fishery Workers, Craft and
Related Trades Workers, Plant and Machine Operators, And Assemblers,
Elementary Occupations, and Armed Forces Occupations (International
Labor Organization. 2012). In practice, national surveys tend to record very
detailed occupation data, for example, by asking the respondents to describe
their occupation in an open-ended type questions. The answers would then
be recoded, by the statistical office, into varying levels of nested occupation
categories. Table X.2 provides an example of how the ILO’s latest
International Standard of Occupation Codes (ISCO-08) hierarchical category
of service workers working in travel-related professions.

TABLE X.2 Coding travel-related professions

Hierarchical unit Occupation codes Category

Major group 5 Services and Sales Workers
Sub-major group 51 Personal Services Workers
Minor group 511 Travel attendants, Conductors and Guides
Unit groups 5111 Travel Attendants and Travel Stewards
5112 Transport Conductors
5113 Travel Guides

Source: ILO 2012

Employment data by industry can be used to identify sectors that provide
the largest source of employment in an economy, as well as to identify
contracting and expanding sectors. As a country moves along development
trajectories, we tend to see a decline in the number persons employed in

11
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agriculture and an increase in those working in manufacturing. As the country
moves further along, a decline in manufacturing is expected to occur with a
compensating increase in employment in the services sector.

Figure X.3 outlines the change in employment by industry in Australia
between February 2017 and 2018. Within the year period, we can see a
notable decline in the number of persons employed in manufacturing and
public administration and safety, and corresponding growth in retail trade and
in Arts and Recreation Services, and in Electricity, Gas, Water and Waste
Services. Analysing the demographic composition of a particular industry or
occupation helps us to understand how different sectors are attracting, and/or
retaining different types of population groups. For example, certain age or
migrant groups may be over-represented in certain occupations or industries.
This may be due to a host of interrelated factors, including employment or
immigration policies, individuals’ preferences, discrimination, and job-specific
characteristics.

FIGURE X.3 Trends in employment by industry (in 000 persons),
February 2017 to February 2018, Australia
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6291.0.55.003. https://docs.jobs.gov.au/documents/april-2018-hot-topic-australia-states-and-territories

In Australia, migrants from Southeast Asia are over-represented in the
health sectors (Department of Immigration and Border Protection. 2014).
Data from the Australian 2016 Population Census suggest that persons under
the age of 30 were more likely than older age groups to be fast food cooks,
waiters, sportspeople, bar attendants and baristas; whereas those aged 60
and over were more likely than younger age groups to be working as livestock
and mixed crop farmers, caretakers, and bus/coach drivers (Australian
Bureau of Statistics. 2017).

12
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Studying patterns in the distribution of workers by their demographic
characteristics generate important insights into the nature of labour force, and
help identify what associated societal or policy challenges — if any — are
arising from such patterns. In particular, the gender dimensions of the labour
force have garnered much attention in the current policy landscape.

Sex differences in occupation/industry outcomes have been the subject of
many interdisciplinary inquiries into the association between fertility and the
labour force. Table X.3 provides an example of occupational segregation by
sex in Australia. Using broad occupation groups, male-dominated
occupations included labourers, managers, technicians and trade workers,
and machinery operators and drivers. In contrast, clerical and administrative
workers, and community and personal service workers were female-
dominated occupations. But the gendered nature of occupations is not
constant over time. Note how in the 10 year-period between 1995 and 2015,
while the share of female workers in the category machinery operators and
drivers declined, it rose significantly among professionals.

TABLE X.3 Percentage of female employees by occupation groups,
Australia 1995 and 2015

Occupation Female Female Female Gender
Employees, Employees, | employees, dominance
1995 (%) 2015 (%) Difference (2015) *
(PP)
Clerical and 76 74.3 -1.7 Female-dominated

Administrative workers

Community and Personal 66.2 68.2 2 Female-dominated

Service Workers

Sales Workers 59 59.1 0.1 Mixed
Professionals 47.1 64.6 175 Female-dominated
Managers 30.1 37.1 7 Male-dominated
Labourers 36.9 33.6 -3.3 Male-dominated
Technicians and Trade 12.4 14.7 2.3 Male-dominated
Workers

Machinery Operator and 14.1 9.2 -4.9 Male-dominated
Drivers

Total employees 43.1 46 2.9 Mixed

Source: Workplace Gender Equality Agency 2016:7
Note: * Female-dominated (60% or more women); Male-dominated (40% or less women);
Mixed (41% to 59% women)

Marriage and fertility is a key but not the only part of the story behind
occupational segregation and other labour market differentials between men
and women (see Anker 1998). Across many contemporary societies, gender
roles in marriage continue to drive the gender gap in labour force outcomes.
As a group, women tend have a greater share in caring and raising children,
and in doing housework. Consequently, women have lower levels of labour
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market attachment than men. That is, on average, women are less likely to
participate in the labour force, and when they do, they tend to work shorter
hours or in less time- and travel-demanding jobs with lower pay, take more
frequent career breaks, invest in less training, and drop out or exit
employment earlier. Given these patterns of labour force outcomes, by the
time the end of their peak childbearing years, a woman might end up with less
work experience than a man with a similar age, educational qualification,
ability, and skill set. Of course, this is not always the case, but the patterns
apply for women as group.

One example of a widely used measure of the gender gap in labour market
outcomes is male-female relative earnings. The gender wage gap is widely
used as a yardstick that encapsulates gender differences in a variety of labour
market indicators of gender inequality in the labour market, and as a measure
of the economic status of women. The gender wage gap is an issue of global
interest as it is observed not only in developing countries but also amongst
countries at the upper end of the development scale. Generalisation about
the relationship between the gender wage gap and the level of economic
development cannot be easily inferred since it is also influenced by non-
economic factors, such as the prevalent socio-cultural values, institutions and
historical accounts, and discriminatory practices that are specific to individual
countries.

Such variation in the level of the gender wage gap is illustrated in Figure X.4.
Among OECD countries in which data were available in 2017, South Korea
had the highest gender wage gap at 37%. This means that the median
earnings for women workers was 37% less than the median earnings for men.
The data given in Figure X.4 were taken from unadjusted earnings figures for
all full-time employees and self-employed individuals. That is, the data does
not distinguish between sectors, occupations, job-levels, skills, and other
observable characteristics of the workers such as age, region, and education.
Studies on the gender wage gap often control for these differences in
observed characteristics between men and women. Controlling for these
differences, a study using US longitudinal data over the 1980-2010 period
found that the gender wage gap had declined over this time (Blau and Kahn
2017). The study found that human capital differences between the sexes had
declined in importance in explaining the gender wage gap. But women’s
labour force interruptions, shorter working hours, and gender role divisions in
marriage are important factors, as were occupational/industry segregation.
Discrimination, and differences in psychological attributes and non-cognitive
skills, were also found to have small to moderate effects on the gender wage

gap.

In low-fertility and ageing labour force contexts, multiple measures have been
introduced to simultaneously boost fertility, and encourage women’s
employment. Recent evidence from Norway suggests policies encouraging a
relatively long period of maternal leave tend to make it more difficult for
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women to re-enter the labour force. Instead, a policy shift towards a shared-
period of child-related parental leave between mothers and fathers provides
a more effective strategy to encourage both fertility and maternal employment
(Rensen and Kittergd 2015).

FIGURE X.4 Gender wage gap, selected OECD countries 2017
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Note: The gender wage gap is unadjusted and is defined as the difference between median earnings
of men and women relative to median earnings of men. Data refer to earnings of full-time employees
and to self-employed. Data refers to full-time employees and self-employed (OECD 2018).

FUTURES

Demography offers an important perspective in the study of the labour force.
As outlined in this chapter, issues and challenges in the population-labour
force nexus vary greatly across country groupings. The current challenge in
less-developed regions would entail creating meaningful, stable, and
economically rewarding jobs for a large cohort of young labour force entrants.
In contrast, population ageing and its labour force implications will continue to
dominate concerns in advanced nations.
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One global issue that has not been discussed in this chapter concerns that
of migration and the labour force. The increasing flows of internal and
international skilled migration will sustain policy debates on brain drain/brain
gain, and ensuing inequalities and age imbalances in certain parts of the world
(Michel et al. 2008; Guo et al. 2009).

A second issue is the variation in the relative size of the working age
population, in this case those aged 15 to 64, in different parts of the world. A
peak in the share of working age population in Eastern Asia occurred in 2010,
where about 73 per cent of the region’s total population consisted of people
aged 15 to 64. This turning point occurred more than two decades earlier in
Western Europe in 1985 but has yet to occur in other less developed regions,
notably in Sub-Saharan Africa. It has been estimated that 734 million jobs
would need to be created between 2010 and 2030 worldwide to accommodate
population growth, changing age structure, and changing labour force
participation patterns (Bloom et al. 2018)

A third issue is the future of work. Across the globe, the digital revolution
has brought immense shifts in the way economic activities are conducted, and
in the nature of work. The growing trends towards automation, along with the
rise in non-standard work, poses novel opportunities and challenges for
governments, families, and individuals. For example, the proliferation of the
gig economy has introduced a more mobile and flexible mode of employment,
but at the same time it has increased the share of workers engaged in
precarious employment. Such trends are likely to have far-reaching
implications in timing of family formation, in the gender division of roles in the
family, in health and wellbeing, and in demands for social welfare provisions.
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Appendix 1: The informal sector

Informality is a defining feature of the labour force in the developing world.
Many individuals and families rely on the so-called informal sector to provide
jobs and livelihoods. The term informal is used to describe the largely
unregulated nature of the goods and services produced and traded in this
sector, and the economic actors that sustain such activities. In contrast to the
formal economy, transactions and payments generated in the informal sector
cannot be officially monitored by the government, let alone taxed. For this
reason, the informal sector is often referred to as the cash economy, or the
grey economy.

At a very crude level, the size of the informal sector in the labour force can be
estimated using the variable employment status collected in population
censuses and labour force surveys. Employment status of employed persons
can be categorised and measured in different way dependent on the country
context. In Indonesian labour force surveys, an employed person will be
asked to nominate one of the following employment status for their primary
occupation: employee, self-employed without any employee, self-employed
assisted by temporary/unpaid workers; self-employed assisted by permanent
workers (employer); casual workers in agriculture; casual workers in non-
agriculture sectors; and unpaid/family workers. More refined estimates of the
informal sector can be made by cross-checking information about the
individual’'s employment status, occupation categories, and workplace-related
information.

One group of key actors in the informal sector is the self-employed business
owners. They own and operate a typically small and unregistered enterprise.
Street vendors, market stall operators, roadside mechanics, and food
hawkers are amongst the common examples of such enterprises that can be
found across low income and lower middle-income economies. Informal firms
can be owned and operated by one individual. In this case, they would be
enumerated in labour force surveys as own-account workers, or as sole
operators. In many cases, informal enterprises can be quite large, employing
anywhere from a few workers to dozens of workers in food processing, to
produce goods such as handicrafts and clothing, to run services such as
restaurants, to operate multiple carts selling fruit and vegetables, to name a
few.

Workers in the informal sector usually have no formal written employment
contracts, thus working without any adequate workers’ protection, insurance,
nor rigid safety measures in place. They could be paid in cash and/or in kind,
or they could be even working as unpaid workers. The bulk of workers that
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fall within the last category would typically be made up of spouses or family
members of the business owners.

In recent years, the informal sector has been a popular subject of scholarly
inquiries (Rothenberg et al. 2016). Researchers and policy makers are
puzzled to see how the informal sector remains large despite the ongoing
process of industrialisation and development. Scholars have used multiple
datasets, including labour force and population surveys, to estimate the size
and examine the nature of informality in emerging economies. The World
Bank estimated that more than 90% of workers in South Asia and Sub-
Saharan Africa are working in the informal sector. In some regions, the
proportions of workers working in the informal sector is even growing along
with urbanisation (Potts 2008). Cross-country statistics on informal sector
employment are often presented excluding workers working in the agricultural
sector (Figure 1A).

FIGURE 1A. Percent of informal employment as a total of non-
agricultural employment in selected countries, 2016.
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