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l. Azerbaijan’s growth and productivity
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Population and growth
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Productivity gaps

Labor Productivity Gaps, Azerbaijan, 2018
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Decomposition of Growth in per capita Value Added, Azerbaijan
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Growth decomposition
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Il. Azerbaijan’s labor supply



New firms and employment

New Business Entry (LHS) and Financial Sector Debt (RHS) Employment by Institution
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Female employment

Employment by Institutionand Gender
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Paid employment and informality

Benchmark Wage
Type of Employment

Female Male Female Male Female Male Female Male Female Male Female Male
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Labor supply

Paid 32%
Employed 1.6 M
92.6% 4.9 M*
Unpaid 0%
0.00 M
LF 74%
5.25 M* Self-employ
68% 3.3 M**
Unemployed
WAP 69.7% 7.2% 0.38 M*

7 M**
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lll. Informality
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Size of informality in Azerbaijan

Figure 1. Estimates of the size of the informal sector in 2015 : :
Employment Status Relative to Informality, 2018

(Percent of total employment)
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Declining informality

Figure 24: Dynamic general equilibrinm (DGE) miodel Figure 25: Percent of firms compefing against
estiznates of informal output (Yo of GIIP) wunregistered or informal firms
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V. Key labor market challenges



Overview--key labor market challenges in
Azerbaijan



IV. Future directions



Three areas for policy action:
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Human Capital and Lifelong Learning
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@ @ Incentivizing job creation

Social Protection and Labor Policies
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Investing in human capital is the priority
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* Market/demand-driven — put employers in the driver’s seat with government
oversight

* Agile mechanisms to link providers with employers, preferably at the
local level; Improved TVET for services (business, socio-emotional skills)

* This should guide courses offering, curricula, standards, assessment
and evaluations, recruitment and training of instructors

e Blur the line between classroom & work- more work-based learning,
apprenticeships/internships,

* Tailor to the needs of the client population — one size won’t fit all

* Age and gender sensitive training delivery, remedy basic skills gaps,
offer diverse pathways that enable positive labor trajectories

* Results-oriented and evidence-based programs— data + feedback =
Aperformance

* Enable smarter decisions and labor matching through regular access to
quality data on demand, graduates’ performance (tracer studies/labor
observatories/employment services), and periodic evaluations
including of program impacts



« The average person accumulates schooling for 10
years but works up to 50 years.

 Returns to experience are studied and found to be
higher in developed countries with still
considerable impact on wages and human capital
accumulation and economic growth.

« Skills learned on the job are not always the same as
the ones taught in school. They are, nonetheless,
skills that make a person more valuable to an
employer.

« Consideration for well-designed on the job training,
apprenticeship program



Bringing private
sector on board
to upgrade skills

To know more about each Sector Skill Council, click the sector icon(s) below:
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https://nsdcindia.org/sector-skill-councils

Complementing strong social protection with labor market flexibility

Labor market and protection policy challenges accross countries
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« Reforms that address family laws, workplace
harassment, discrimination in hiring and wages,
and even certain trade policies (such as those that
can have gendered effects that benefit certain
female-dominated industries like apparel).

* In countries with highly educated women,
incentives/programs for women to pursue careers
in certain industries

» Misalignment with labor demand so encourage
careers in more male dominated industries or
managerial level jobs in industry

« Examples from textiles industry in Sri Lanka,
Cambodia, Egypt, Pakistan, Bangladesh



Strong
employment
services can
support
addressing
skills

mismatches



Key challenge: how and how much to
subsidize job creation

e Amount of subsidies allocated to
different sectors need to be
determined based on jobs growth
potential of firms

* Not easy to determine criteria for

selection and targeting of sectors and
determination of the amount of
subsidies

* E.g.; “Services” has potential and can

provide “higher productivity jobs” with
right incentives and skilled labor
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