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’ Foreword

The global economy and global labour markets have proven to be more resilient than was
expected at the beginning of last year. Although 2025 was characterized by high levels of
economic uncertainty, the effects have not yet manifested in the labour market. Unfortunately,
as Employment and Social Trends 2026 indicates, there has been little progress made in reducing
widespread decent work deficits. Economic and trade policy uncertainty continues to inhibit
investment and trade, impeding productivity growth and the creation of quality jobs. At the
same time, the anticipated benefits from new technologies such as artificial intelligence have
yet to materialize in aggregate productivity figures.

While the global unemployment rate is projected to remain at the historically low level of
4.9 per cent in 2026, around 284 million workers still live in extreme poverty - on less than
US$3 a day - and more than 2 billion workers remain in informal employment. Worryingly, the
number of working poor and informal workers is rising in low-income countries, highlighting a
lack of progress where it is needed most. Gender gaps also remain widespread throughout the
world of work, with limited advances in only a few areas, such as the reduction in contributing
family work.

Regaining progress appears a daunting task amid the challenges looming over the world of
work. Economic transformation towards activities with higher productivity and employment
quality - a key driver of progress on decent work - has slowed down. In particular, low-income
countries face significant constraints to transforming their economies by integrating in global
supply chains when global trade growth has been reduced. While the potential widespread
adoption of artificial intelligence might enhance productivity growth, it also raises uncertainty
for enterprises and workers alike and, depending on how it is governed, could cause major
disruptions in labour markets. Demographic change also has profound implications for labour
markets. While ageing societies in high-income countries will tend to result in a shrinking labour
force, many low-income countries will struggle to generate jobs of sufficient quality for the
large cohort of young people entering the labour market. Finally, rising government debt levels
across the world are increasing the risk of debt crises, with the related risk of severe adverse
implications for employment and social outcomes in the affected countries.

Especially in these turbulent times, relying on economic growth alone is insufficient to deliver
meaningful progress in decent work. Governments, employers and workers must act together
to develop and promote strategies that reduce decent work deficits and promote social justice.

it

Gilbert F. Houngbo
ILO Director-General
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Executive summary

Steadiness amid high uncertainty

Progress in employment quality
has stalled

Globally, improvement in the quality of employment has slowed
over the past two decades. Between 2015 and 2025, the share of
workers living in extreme poverty declined by only 3.1 percentage
points, to 7.9 per cent, compared with a decline of 15 percentage
points in the previous decade. This leaves 284 million workers living
in extreme poverty - that is, less than US$3.00 a day. Moreover, both
extreme and moderate working poverty rates increased in low-income
countries between 2015 and 2025, with almost 68 per cent of workers
living in extreme or moderate poverty in 2025.

The global rate of informality increased by 0.3 percentage points
between 2015 and 2025, after having declined in the previous
decade. By 2026, 2.1 billion workers globally are projected to be
informally employed. Informality is typically associated with lower
job quality due to limited access to social protection, rights at work,
workplace safety and job security. This increase largely reflects
the growing share of employment in countries with higher rates
of informality, chiefly in Africa and Southern Asia, making efforts
to reduce informality in these economies critical. In addition, the
incidence of own-account work, which in low- and middle-income
countries is often low paid and undertaken out of necessity, rose
again between 2015 and 2025.

The slowdown in the transformation of economies towards
sectors with more productive workers and better working con-
ditions acts as a major roadblock in ensuring steady progress in
narrowing decent work deficits. The process of workers moving
across economic activities over time has halved globally over the last
two decades. The slowing transition of workers towards sectors with
higher formality and employee status is not only a major driver of
the global deceleration in improvements in work quality but also of
weakening productivity growth.

Unemployment shows no signs of change,
albeit looming risks exist

The global economy and labour markets remain resilient in the
face of heightened uncertainty and an evolving policy landscape.
Projected GDP growth for 2025 to 2027 has barely changed compared
to the outlook in 2024. In 2025, trade diversion and rerouting helped
cushion the immediate impact of trade disruptions, while businesses
and households front-loaded consumption and investment, which

XIII
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boosted activity in the first half of the year.
Whereas higher uncertainty and lower business
and consumer confidence can weigh on aggregate
demand, falling inflation, supportive fiscal and
monetary policy, and investment into artificial
intelligence (AI) technologies are all expected to
support growth in 2026. Yet, the outlook continues
to include significant risks relating to mounting
sovereign debt, trade policy uncertainty and Al-
driven disruptions. The materialization of these
risks could have non-negligible consequences not
only on the employment growth prospects but
also on key dimensions of work quality, such as
informality, working poverty and real wages.

Slower labour force growth amid demographic
shifts is stabilizing unemployment rates despite
weak employment growth. The global labour
force participation rate is projected to decline by
around 0.2 percentage points each year, reaching
60.5 per cent in 2027. This structural downward
trend, driven in part by the growing number
of retirees as populations age, has accelerated
once again due to the halt in the moderating
effect of rising participation rates for women in
lower-middle- and high-income countries between
2015 and 2025.

The global unemployment rate was estimated
at 4.9 per cent in 2025, unchanged from 2024,
and is projected to remain at a similar level
until 2027. Global unemployment is forecast
to reach 186 million in 2026, while the broader
measure of labour underutilization - the jobs gap
- is projected at 408 million. Regional patterns
vary, with Latin America and the Caribbean poised
to further reduce its overall unemployment rate
in the medium term, whereas unemployment in
Northern America is expected to worsen.

Global employment growth, projected at
1.0 per cent in 2026, is slightly below the
average of the preceding decade, with demo-

graphic shifts accounting for significant vari-
ation across countries. Employment is forecast
to decline in high-income countries in 2026, a
sharp turnaround following the 1.1 per cent
average annual growth in the decade 2010 to
2019. Upper-middle-income countries are set to
experience relatively low employment growth of
0.5 per cent due to demographic change, while lower-
middle-income countries are projected to reach
1.8 per cent. Thanks to strong population growth
and a large youth cohort entering the labour
market, employment in low-income countries is
expected to grow at 3.1 per cent in 2026, following
an average growth rate of 2.3 per cent from 2010
to 2019. However, weak productivity growth and
a shortage of decent work opportunities risk
preventing these countries from capitalizing on a
potential demographic dividend.

In 2025, women represented only two fifths
of global employment, indicating significant
barriers to accessing employment. Women
were 24.2 percentage points less likely than men
to be in the labour force, while young women
were 14.4 percentage points more likely than
young men not to be in employment, education
or training (NEET). The global unemployment rate
for women is only slightly above that of men, indi-
cating that they primarily face barriers to accessing
the labour market rather than to finding a job. In
addition, the jobs gap rate continues to be higher
for women relative to men, with an anticipated
gap of 4.3 percentage points in 2026. Gender
gaps vary greatly by region, but much less so by
country income group, highlighting the role of
social norms and stereotypes in shaping these
patterns. Furthermore, gender gaps have not
narrowed in indicators such as the incidence of
contributing family work and the proportion of
workers living in extreme poverty.

Productivity and labour income growth are insufficient to

advance decent work

Growth in both GDP and labour productivity
continues to underperform in low-income
countries, hindering progress in reducing
decent work deficits. High population growth,
combined with lackluster productivity gains, is
slowing the convergence of living standards in
low-income countries towards those observed
in more advanced economies. Regional patterns
vary, with labour productivity growth projected
to be lowest in Latin America and the Caribbean,

at 1.0 per cent, and highest in Southern Asia, at
3.9 per cent in 2026. With appropriate labour
market institutions, gains in productivity generally
lead to higher wages and, over time, contribute
to stronger employment growth.

Growth in global real wages and labour income
remains insufficient to offset the real income
losses caused by the surge in inflation in 2022 to
2024. The global labour income share, at 52.6 per



cent in 2025, remained below its 2019 level of
53.0 per cent, indicating that real wage growth has
not kept up with labour productivity growth. Even
though aggregate real wages in 2024, measured

Executive summary: Steadiness amid high uncertainty

using the consumer price index, were below their
2019 level in high-income countries, producers
faced higher real labour costs in terms of the
producer price index.

Challenging labour market conditions for youth could be

compounded by Al adoption

Labour market conditions for young people
remain problematic, especially in low-income
countries. In 2025, the global youth unemployment
rate crept up to 12.4 per cent, from 12.3 per cent
in 2024, while the share of youth with NEET
status rose slightly to 20.0 per cent, from 19.9 per
cent. This is concerning, since 257 million young
individuals with NEET status missed out on the
opportunity to gain valuable education, skills and
experience to improve their future labour market
prospects. The situation is especially problematic
in low-income countries, where NEET rates were
as much as 17 percentage points higher than in
high-income countries.

While higher education holds the promise of
obtaining better jobs more easily, it does not
always lead to lower youth unemployment
rates. Young persons with advanced degrees in
high-income countries have lower unemployment
rates than their peers with less education.

However, this pattern does not hold in low- and
middle-income countries. While young women
on average face lower unemployment rates than
young men, their unemployment rates are higher
in certain country income groups and for certain
education levels.

Concerns have recently emerged about the
impact of AI adoption on young workers,
particularly those seeking their first job in
high-skilled occupations. Preliminary evidence
for high-income countries suggests that youth
with advanced education entering the labour
market may face greater difficulties because of
Al adoption. An analysis by risk of exposure to Al
shows that younger individuals (aged 15 to 24) with
an advanced education level face a greater risk of
automation than their less educated counterparts.
While the full impact of Al on youth employment
remains uncertain, its potential magnitude
warrants close monitoring.

Disruptions and shifting patterns in trade affect employment

outcomes

Recent disruptions caused by trade uncertainty,
combined with ongoing long-term transform-
ations in global trade, could significantly
affect labour market outcomes. ILO modelling
suggests that a moderate increase in trade policy
uncertainty may reduce returns to labour and, as
a consequence, real wages for both skilled and
unskilled workers across all sectors. The estimated
income losses are greatest in regions deeply inte-
grated into global supply chains - up to 0.45 per
cent in South-Eastern Asia, and up to 0.3 per cent
in Europe and Southern Asia.

The potential of trade to generate new
employment opportunities is also being chal-
lenged by these disruptions. Globally, around
465 million jobs in 80 countries and territories
in 2024 depended on foreign demand through
exports of goods and services and their related
supply chains. Asia and the Pacific accounted for
more than half of these jobs, at 278 million, fol-
lowed by Europe and Central Asia, at 96 million.

Trade-linked employment reflects global trade pat-
terns: it declined during the COVID-19 pandemic,
recovered thereafter and had remained relatively
stable overall, representing approximately 15.3 per
cent of global employment in 2024.

Trade has the potential to drive decent work,
particularly in low- and middle-income coun-
tries. Sectors with a higher share of trade-linked
employment tend to have lower informality rates,
better pay and more employment opportunities
for women and youth, compared to sectors that
depend less on foreign demand. The slowdown
in trade growth and in the implied halt in the fur-
ther deepening of global supply chains reduce
the pace at which workers transition to other
sectors, thereby contributing to the slowing of
global improvements in decent work indicators.

Among all trade-linked sectors, the share of
employment in market services has been rising
at an accelerated pace, increasing from 35.9 per
cent in 1995 to 48.6 per cent in 2022. This aligns
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with the growing importance of services in inter-
national trade, which account for approximately
one quarter of international trade flows. One of
the fastest-growing segments - trade in digitally
delivered services - has more than doubled over
the past decade - representing 14.5 per cent of
global exports in 2024.

Leveraging trade to create more and better jobs
remains uneven, with low-income countries
largely excluded from cross-border trade and in-
vestment flows, and at risk of being left behind

as global supply chains reconfigure. Trade
and investment flows among low- and middle-
income countries expanded from 6 per cent in
2005 to 14 per cent in 2024. However, the share of
trade-related employment linked to intraregional
trade was only around 5 per cent in Africa and the
Arab States and 9.5 per cent in Southern America,
compared with much higher levels in regions dom-
inated by high-income countries - 47.1 per centin
Canada, Mexico and the United States and 57.4 per
cent in Europe and Central Asia.

Faster growth and stronger institutions are needed to address

decent work deficits

Despite the resilience of global unemployment
rates amid economic uncertainty, the world
continues to fall short in achieving meaningful
reductions in decent work deficits. Given demo-
graphic shifts in global labour markets, decent
work deficits are set to increase again after a pro-
longed period of improvement. Yet, rising Al adop-
tion, trade policy uncertainty, low foreign direct
investment and stagnant trade growth render

improvements in working conditions through an
expansion of employment in trade-related sectors
more difficult. In times of sluggish global growth
and falling levels of official development assistance,
countries will need to increasingly rely on domestic
policies and drivers of economic transformation
to promote decent work.









Global trends and
outlook

Key messages

» Amid resilient economic growth, the global unemployment rate is projected
to remain at 4.9 per cent in 2026, representing 186 million unemployed
- with a rise of 1 million in 2027 due to labour force growth. The jobs gap is
expected to reach 408 million in 2026.

P Significant risks - primarily trade and policy uncertainty, rising debt and
job disruption from artificial intelligence (AI) - all could deteriorate the
outlook. Yet, low labour force growth in countries with ageing populations
could soften the impact on unemployment rates.

P Access to quality employment remains elusive for a significant share of the
global labour force. In 2025, 284 million workers worldwide lived in extreme
poverty, on less than US$3.00 a day, while the share of extreme working poor
in low-income countries worryingly rose by 0.8 percentage points between
2015 and 2025. Furthermore, 2.1 billion workers (57.7 per cent) in the world are
informal - and the trend is increasing.

» Women continue to confront significant barriers to employment and tend
to fare worse in terms of employment quality than men. Young people
could face challenging labour market prospects as firms may reduce hiring
and Al threatens entry-level positions.

» Global labour productivity is projected to grow by 2.0 per cent in 2026,
mirroring trends in 2010 to 2020, although with regional differences. Weak
productivity growth in low-income countries is preventing income convergence
and is slowing progress towards decent work.

» From 2015 to 2025, the world experienced a slowdown in the shift of
employment towards sectors offering higher-quality employment. This
slowdown is a significant driver of changing trends in key indicators such as
global informality rates and wage employment.
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» Resilient growth amid high uncertainty

The global economy remains resilient. Although
economic and trade policy uncertainty spiked
in early 2025, estimated and expected global
GDP growth in 2025 and 2026, respectively,
remain broadly in line with projections from
2024 (IMF 2025a). The 2025 estimate for global
GDP growth was revised upward by 0.7 per cent
compared to the first assessment in April 2025 on
account of lower-than-expected increases in trade
barriers, a front-loading of shipping orders by
businesses, easing financial conditions, including
lower interest rates, and a weaker US dollar, which

supported investment and trade, together with
supportive fiscal policies in key economies that
bolstered domestic demand (IMF 2025a). For
2026, growth is expected to decelerate only
marginally to 3.1 per cent, with a slight uptick
to 3.2 per cent forecasted for 2027. In 2026,
GDP in low- and lower-middle-income countries
is projected to expand by 5.1 and 5.4 per cent,
respectively, while upper-middle- and high-
income countries are projected to grow by 3.6
and 1.8 per cent, respectively.

Elevated uncertainty and falling confidence

Uncertainty indices, which capture financial, eco-
nomic and policy-related risks, reached unpre-
cedented levels in the first half of 2025 (see
figure 1.1). As of September 2025, the economic
policy uncertainty index, which is based on

newspaper articles in 19 countries, stood at twice
the average of the period 2010 to 2019. World trade
uncertainty, which is based on textual analysis of
country reports by the Economist Intelligence Unit
for around 200 countries and territories, is still

» Figure 1.1. Uncertainty indices, January 2010 to October 2025
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Note: The countries included in the economic policy uncertainty index comprise Australia, Brazil, Canada, Chile,
China, France, Germany, Greece, India, Ireland, Italy, Japan, Pakistan, Republic of Korea, Russian Federation,
Singapore, Spain, United Kingdom and United States. The world trade uncertainty index, which is based on textual
analysis of Economist Intelligence Unit country reports, has been adjusted for better display in the figure by taking
the third root of the raw data and rebasing it to January 2010. No data available for the period December 2021 to
February 2022.

Source: Economic Policy Uncertainty Index (see https://www.policyuncertainty.com) and World Uncertainty Index
(see https://worlduncertaintyindex.com).
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» Figure 1.2. Business and consumer confidence indicators, 2005-25
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Note: The lines represent the median (solid) and selected percentiles (dotted) of the distribution across countries of z-scores -
showing the number of standard deviations from the historical mean for a sample comprising 42 (business confidence) and 44
(consumer confidence) mostly high-income countries. This means that each country’s time series has a mean of zero and the
figure shows the distribution of those series across countries. The list of countries is available upon request.

Source: Calculations based on Trading Economics (see https://tradingeconomics.com).

close to its peak value. Evidence shows a strong
link between global and country-level uncertainty.
In almost all countries, a 1-percentage-point
increase in global uncertainty raises, on average,
country-level uncertainty by 0.3 percentage points
(Ahir, Bloom and Furceri 2022; World Bank 2025).
Business confidence is below its historical mean
in three quarters of the 42 countries with available
data - a phenomenon previously observed only
during the global financial and economic crises of
2008 and the COVID-19 pandemic in 2020 (see
figure 1.2). Similarly, consumer confidence is sig-
nificantly below its long-term average in most of
the 44 countries with available data.

Economic uncertainty can depress both in-
vestment and hiring by firms and consumer
spending, weakening aggregate demand and
creating significant downside risks for labour
markets. Amid an unclear future outlook, firms
often reduce new vacancies or freeze hiring
(Bernanke 1983; Ernst and Viegelahn 2014).
Heightened economic uncertainty was one of the
key factors contributing to the prolonged recession
following the 2008-09 financial crisis (Bonciani
and Oh 2019; Born and Elstner 2017), which was
accompanied by a global jobs crisis (Leduc and
Liu 2016; Verick and Islam 2010). In trade relations,

policy uncertainty can lower foreign direct invest-
ment flows and depress overall investment activity,
as firms face greater uncertainty about future
demand (see Chapter 3). Financial market reactions
to uncertainty, such as tighter credit conditions
or higher risk premia, can further amplify these
effects, creating a feedback loop that reinforces
the economic slowdown.

Projected economic and employment growth
prove to be quite resilient, suggesting that
current levels of heightened uncertainty and
weakened confidence have not yet tipped
the economy into a downturn. For example,
job vacancies in 19 countries with available data
have receded to a more neutral stance from their
unusually high levels following the post-COVID
recovery (see figure 1.3). Falling vacancies reflect
the hesitancy of firms to expand their work-
force amid uncertainty (Ernst and Feist 2024).
However, declining vacancy postings have not
yet led to higher unemployment rates, since
ageing populations limit lay-offs for fear of
facing future labour shortages and reduce the
required number of newly created jobs (De Gobbi
et al. 2025; ILO 2024a). As a result, new labour
market entrants could face greater difficulty in
securing employment in this environment.
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» Figure 1.3. Job vacancies in 19 countries with available data, 2001-25
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Note: The lines represent the median (solid) and selected percentiles (dotted) of the distribution across countries
of z-scores - showing number of standard deviations from the historical mean - for a sample comprising 19 mostly

high-income countries. The list of countries is available upon request.

Source: Calculations based on Trading Economics (see https://tradingeconomics.com).

Risks to the global labour market outlook

High geopolitical uncertainty suggests sig-
nificant downside risks to the forecasts. A
significant decline in business and consumer
confidence, coupled with a further reduction in
vacancies, could eventually depress employment
growth, raise unemployment rates, and constrain
wage growth and domestic consumption. Faltering
aggregate demand in major economies would
cause global ripple effects on trade-dependent
employment through global supply chains
(see Chapter 3).

Falling official development assistance (ODA)
and increasingly restricted global migration can
have serious medium-term social and labour
market consequences in low-income countries.
Remittances form an important source of house-
hold income in low- and middle-income countries,
reaching a total of US$685 billion in 2024 (Ratha,
Plaza and Kim 2024). Restricted migration flows
reduce the medium-term income potential from
remittances, whereas ODA is often heavily concen-
trated in social sectors, such as health and edu-
cation, as well as other vital services (OECD 2025a).

As such, the direct health and social impact is likely
much higher than measurable labour market
outcomes, although the medium-term impact on
human capital accumulation could be significant
(Cavalcanti et al. 2025).

Rising public debt further limits the fiscal space
needed to implement policies that support
labour markets, increasing the risk of crises
with severe social repercussions. Global public
debt remains higher than pre-COVID levels and is
expected to surpass 100 per cent of global GDP
by 2029, the highest level since 1948 (IMF 2025b).
This is largely driven by advanced economies,
where fiscal consolidation after the COVID shock
has proceeded slowly. Mounting debt stocks
and higher term premia, as observed in several
countries, raise the probability of default (Furceri
et al. 2025; OECD 2025b).

The challenge of debt reduction is not limited
to advanced economies. Since 2019, the majority
of emerging and developing economies have
seen government debt rise as a share of GDP.

1 Term premia refer to the extra return investors demand for holding longer-term relative to short-term bonds. They are often inter-
preted as a measure of uncertainty with regard to the degree of governments’ future fiscal sustainability and economic stability.
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Although the depreciation of the US dollar in 2025
has eased financing conditions for some emerg-
ing-market economies, potential future increases
in term premia could elevate refinancing difficul-
ties, raising the prospects of debt distress. Past
episodes of major debt events have been shown
to significantly depress labour market outcomes
(see box 1.1). Governments dealing with large fiscal
imbalances face difficult trade-offs that limit their
ability to pursue labour-enhancing policies such
as education, lifelong learning, social protection

1. Global trends and outlook

and policies aimed at poverty reduction. This is
especially crucial in low- and middle-income coun-
tries where formal employment creation and
improvements in job quality is an urgent priority,
and where debt crises are typically followed by
deep currency crises, credit crunches, austerity
measures and large declines in aggregate demand,
further impeding improvement in job quality
(ILO 2012).

» Box 1.1. Unemployment and public debt crises

Bernal-Verdugo, Furceri and Guillaume (2012) estimate that financial crises lead to a significant
increase in the unemployment rate in the short term. They document that these effects are even
larger for youth unemployment in the short term and long-term unemployment in the medium
term. Mendoza and Yue (2012) document, for a set of emerging economies, that debt default
events are associated with deep recessions where employment falls on average about 15 per
cent relative to pre-default levels. The impact of debt crises on labour markets also include pro-
tracted negative employment effects, with the associated greater rate of human capital loss that
these longer unemployment spells imply (Prein 2023; Tavares 2019). The latter, in turn, limits the
economy'’s future potential growth, and thus its fiscal capacity to service public debt, further
aggravating the sovereign debt crisis. Similarly, periods of higher unemployment lead to lower
tax revenues, higher government expenditure and thus a higher probability of defaults, further
compounding the crisis. This mutual reinforcement between labour market and debt crises leads
to the entrenchment of both public finance and labour market challenges.

Analysing past debt default episodes across the globe, it is observed that the unemployment rate
starts increasing in the years leading to the debt crisis (year 0 in figure B1.1) - most likely due to
growing recessionary macroeconomic shocks. The unemployment rate reaches a peak the year
the debt default is declared and declines thereafter, until it stabilizes three years later at a higher

level than before the crisis.

» Figure B1.1. Unemployment rate following a debt crisis (4 years before debt default = 100)
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Note: Following Mendoza and Yue (2012), the horizontal axis depicts the years before and after sovereign debt
default (year 0). The sample includes countries with at least one debt default episode. The years used include

periods with no consecutive debt crises.

Source: ILO calculations based on ILO modelled estimates, November 2025. Global Crises database compiled and
maintained by the Harvard Business School (see https://www.hbs.edu/behavioral-finance-and-financial-stability/

data/Pages/global.aspx).
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The acceleration in technological change,
particularly in artificial intelligence (AI), has
also added a new layer of uncertainty to labour
markets. The latest wave of generative Al tools
has not yet fundamentally reshaped employment
patterns (del Rio-Chanona et al. 2025), and current
analyses do not suggest that entire occupations
will be automated away (Gmyrek et al. 2025).
Nevertheless, early evidence indicates that spe-
cific labour market groups, in particular young

workers and high-skilled IT professionals, may be
disproportionately affected by this wave of digital
innovation (Brynjolfsson, Chandar and Chen 2025;
Challenger, Gray and Christmas 2025). Beyond
actual employment impacts, the uncertainty sur-
rounding Al adoption is already influencing firm
behaviour, as businesses are hesitant to hire or
expand their workforce until they better under-
stand how Al might alter internal operations, skills
requirements and their competitive environment.

» Trends and outlook in access to employment

Unemployment and youth not in employment, education

or training

Similar to the overall economic outlook dis-
cussed in the previous section, the global
unemployment rate is projected to remain
broadly stable throughout 2026 and 2027. The
number of unemployed globally is projected to
rise modestly to around 185.8 million in 2026,
from 182.9 million in 2024, on account of an
expanding labour force (see table 1.1).2 This sta-
bility in headline unemployment rates against a
backdrop of resilient but tepid economic growth
can be observed across all country income groups
since 2024. At the regional level, notable improve-
ments are expected in Northern Africa and Latin
America and the Caribbean, while a deterioration
is projected for Northern America, reflecting a
combination of job losses and labour force growth
(see Chapter 2). Unemployment rates for both
men and women are projected to remain essen-
tially unchanged over the coming two years. Youth
unemployment rates are projected to decline
slightly following an increase in 2025, with the
improvement driven mainly by upper-middle-
income countries.

The global jobs gap is expected to grow
to nearly 408 million people in 2026, from
around 403 million in 2025. In addition to those
unemployed, this includes almost 222 million
people of working age who are willing to take up
employment but are not defined as unemployed
because they are either unavailable or not actively
searching for employment due, for example, to

care responsibilities or discouragement in the face
of insufficient employment opportunities. The jobs
gap rate, which is the ratio of those willing to work
but not in employment to the sum of those willing
to work plus those in employment, is projected
to stand at 10.1 per cent in 2026, unchanged
from 2025.

Progress in labour market conditions for young
people is stagnating. In 2025, the global youth
unemployment rate reached 12.4 per cent,
while the share of youth not in employment,
education or training (NEET) reached 20.0 per
cent. This means that 67.3 million young people
were unemployed, and a total of 257 million
missed out on the opportunity to gain valuable
knowledge and experience for their future labour
market prospects. Following a low point of 19.7 per
cent in 2023, the recent reversal of the downward
trend in youth NEET rates - projected to continue
increasing modestly until 2027 - is particularly
worrying (see figure 1.4). NEET rates are lowest
in high-income countries and highest in low-
income countries, standing at 10.9 per cent and
27.9 per cent in 2025, respectively. Similarly, the
global youth unemployment rate, which had been
declining since 2020, stabilized in 2024 at 12.3 per
cent and is projected to remain close to that level
through 2027.

2 The projected change in the global unemployment rate between 2026 and 2027 is only -0.02 percentage points. The table

shows a 0.1 percentage point fall due to rounding.
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» Table 1.1. Unemployment rate and number of unemployed by age, sex and country income
group, 2024-27 (percentage and million)

Unemployment rate (percentage)

2024

Total

2025 2026

2027

2024 2025

Number of unemployed (million)

2026 2027

World 4.9
Low-income 5.4
Lower-middle-income 4.3
Upper-middle-income 5.5
High-income 4.4

49 49
5.4 5.3
4.4 4.4
5.5 5.4
4.4 45

4.8 182.9 184.2
5.3 15.1 15.5
4.4 56.0 57.3
5.4 79.9 79.1
4.4 32.0 32.2

185.8 186.9
15.8 16.1
58.4 59.6
78.9 78.9
327 323

Youth

World 12.3
Low-income 8.8
Lower-middle-income 11.6
Upper-middle-income 15.2

High-income 11.0

12.4 12.3

8.8 8.7
11.8 11.8
15.3 15.0
1.1 1.2

12.3 66.2 67.3
8.5 6.5 6.7
11.9 255 26.1
15.0 26.2 26.4
1.1 7.9 8.1

67.5 68.0
6.7 6.8
26.4 26.8
26.1 26.2
8.2 8.2

World 4.8
Low-income 5.5
Lower-middle-income 4.1
Upper-middle-income 5.5
High-income 4.2

4.8 4.8
5.5 5.5
4.2 4.2
5.5 5.4
4.2 4.3

4.8 106.6 107.8
5.4 8.8 9.2
4.2 35.2 36.2
5.4 45.6 45.3
4.2 17.0 171

109.1 110.0
9.4 9.5
37.2 38.1
45.3 45.4
17.2 171

World 5.1
Low-income 5.3
Lower-middle-income 4.7
Upper-middle-income 5.6
High-income 4.5

5.0 5.0
5.2 5.2
4.7 4.6
5.5 5.4
4.6 4.7

Source: ILO modelled estimates, November 2025.

5.0 76.3 76.4
5.1 6.3 6.4
4.6 20.8 21.1
5.4 34.3 33.8
4.6 15.0 15.2

76.7 76.9

6.5 6.6
21.2 215
33.6 335
15.4 15.3

» Figure 1.4. Share of youth not in employment, education or training by country income

group, 2005-27 (percentage)
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Source: ILOSTAT, ILO modelled estimates, November 2025.
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Employment and labour force

The global labour force participation rate
(LFPR) is projected to continue its long-term
downward trend, declining to 60.7 per cent in
2026 and 60.5 per cent in 2027, from 61.0 per
cent in 2024 (see table 1.2). This presents an
acceleration of the downward trend compared
to the period 2015 to 2025, during which rising
LFPR of women in lower-middle- and high-income
countries slowed the structural decline. Yet, the
continued growth of the working-age population
has led to a projected expansion of the global
labour force by around 40 million annually, to
reach an expected 3.8 billion in 2026. Participation
rates are projected to decline by 0.5 percentage
points in upper-middle- and high-income coun-
tries between 2025 and 2027, driven mostly by
an increasing older, mostly retired, population
(De Gobbi et al. 2025; ILO 2025a). High-income
countries as a group face zero labour force
growth, meaning that many of them already have
a shrinking labour force. The global composition
of the labour force is also changing. Between
2025 and 2030, the share of individuals from
low-income countries in the global labour force
is projected to increase by 0.7 percentage points
and to decline by 0.8 percentage points for high-
income countries.?

Global employment is projected to grow by
1.0 per cent in 2026, unchanged from 2025 and
slightly below its 2010-19 average (see
figure 1.5).# High-income countries are experi-
encing a significant decline in employment growth,
shifting from an average growth of 1.1 per cent
annually from 2010 to 2019 to a contraction of
0.1 per cent in 2026, mainly due to population
ageing. Even though this contraction is not driven
by rising unemployment, it raises concerns about
dependency ratios, innovation capacity and
productivity growth (De Gobbi et al. 2025). Upper-
middle-income countries are following a similar
demographic transition towards ageing societies,
with employment growth reaching just 0.5 per
cent in 2026. By contrast, low-income countries
are projected to experience a robust employment
expansion of 3.1 per cent as large youth cohorts
enter the labour market. However, there exists a
lack of quality employment opportunities, which
is partly a reflection of weak labour productivity
growth, implying that many of these countries risk
not benefiting from the potential demographic
dividend.

» Table 1.2. Labour force and labour force participation rate by country income group,

2024-27 (million and percentage)

Labour force Labour force participation rate
(million) (percentage)

[ a2 | 205 | 2o | 207 | 2024 | 205 | 202 | 20

World 37453 37833 38219 3859.8 61.0 60.8 60.7 60.5
Low-income 279.4 287.9 296.7 305.6 62.8 62.7 62.6 62.5
Lower-middle-income 12917 13151 13389 13627 58.7 58.7 58.7 58.7
Upper-middle-income 14406 1446.7 14531 1458.2 62.7 62.4 62.2 61.9
High-income 733.6 733.6 7333 733.2 61.2 61.0 60.8 60.5

Source: ILOSTAT, ILO modelled estimates, November 2025.

3 The change in shares has been calculated assuming constant LFPRs. Both country income groups face downward trends in
LFPR, for differing reasons. However, the downward trend in high-income countries seems to be stronger, implying a potentially
larger drop in their global labour force share by 2030.

4 With unemployment rates largely unchanged, employment growth mirrors labour force growth while the employment-to-
population ratio evolves like the labour force participation rate.

5 Ademographicdividend refers to the increase in GDP per capita that takes place after a formerly large child population becomes
economically active and contributes to GDP. Without sufficient productivity growth, however, such a demographic dividend fails
to materialize and have a meaningful impact on people’s livelihoods.
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» Figure 1.5. Employment growth by country income group, 2010-27 (percentage)
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Note: The years 2020 to 2022 show average employment growth for those years to smooth out the very large

fluctuations during the COVID-19 pandemic.

Source: Calculations based on ILOSTAT, ILO modelled estimates, November 2025.

Gender gaps in access to employment

In 2025, women constituted only two fifths
of global employment, pointing to significant
barriers to accessing employment. Globally
in 2026, women are projected to face a 0.2-
percentage-point higher unemployment rate and
a 4.3-percentage-point higher jobs gap rate rela-
tive to men (see figure 1.6). In 2025, women were
around 24.2 percentage points less likely than
men to participate in the labour force, while young
women were around 14.3 percentage points more
likely to be in the NEET category (that is, not in
employment, education or training). Gender gaps
in labour market indicators vary far more across

regions than across income groups, highlighting
the strong influence of social norms in shaping
women'’s access to employment (ILO 2019a).
Furthermore, gender disparities in NEET rates,
LFPRs and the jobs gap rate are correlated to
some degree, with regions displaying high gaps
jointly in all areas, which suggests that these gaps
reinforce one another. The unemployment rate
is an exception, as gender gaps are narrow both
globally and across several regions - an indication
that the main barrier for women is not in finding
work once in the labour market, but in entering
it in the first place.

9
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» Figure 1.6. Gender gaps in selected labour market indicators by subregion, 2026
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Source: Calculations based on ILOSTAT, ILO modelled estimates, November 2025.

Changing labour market prospects of youth and workers

with advanced education

While higher education holds the promise of
easier access to better jobs, it does not always
translate into lower unemployment rates
(see figure 1.7).° Young persons with advanced
degrees in high-income countries display lower
unemployment rates than their peers with lower
degrees of education. However, this pattern does
not hold in low- and middle-income countries,
where youth with higher education often face
higher unemployment - largely due to educational
mismatch (ILO 2019b). Having an advanced degree,
especially when combined with financial support,
often leads young people in these countries to
await better-paid jobs - such as public sector
jobs or employment abroad - which are limited
compared to the pool of qualified candidates.”
By contrast, youth with lower education levels
in these countries, often from households with
fewer resources, are more likely to take up any

available work opportunity, which is typically of
an informal nature. Indeed, at the global level, it
is observed that the incidence of informal work
is much lower among workers with advanced
education (Palmer 2020).

Although the global unemployment rate for
young women is lower than that of young men,
important differences exist across regions and
education levels. Young women face higher
unemployment rates than young men when they
have: (i) less than basic or basic education in high-
income countries; (ii) advanced education levels
in low- and lower-middle-income countries; and
(iii) intermediate education levels in upper-middle-
income countries (see figure 1.7). Given that the
majority of unemployed workers have an inter-
mediate degree of education in upper-
middle-income countries, the aggregate youth

6 By contrast, higher education invariably leads to lower NEET rates (ILO 2024b).

7 For recent evidence of this limited availability of better-paid formal jobs in developing countries, see, for instance, Nguyen et
al. (2025), who find that in Viet Nam the expansion in tertiary education from 2016 to 2022 outpaced the growth of formal
employment. This in turn implies that a growing share of graduates eventually take up employment in the informal sector,
where returns to education have been shown to be higher. Similarly, people with advanced education degrees often face higher
labour market concentration due to the smaller number of large formal enterprises, which limits employment opportunities
for this group of employees (for Peru, for instance, see Davalos and Ernst 2021). However, at the global level, it is still observed
that the share of informal work is lower among workers with advanced education.
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» Figure 1.7. Youth unemployment rate by sex, education level and country income group,
2024 (percentage)
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Note: Figure based on data for 70 low- and lower-middle-income countries, 44 upper-middle-income countries
and 53 high-income countries with available data of unemployment by education. Country coverage is not
homogeneous across education levels due to missing data, in particular for less than basic education. See box 1.2

for the estimation methodology.

Source: ILO estimates based on ILOSTAT.

» Box 1.2. Estimation methodology for youth unemployment rates by sex and

education

Estimates for youth unemployment rates by sex and education level have been made only for
countries with at least some available data. A total of 97 of 167 countries have the latest observed
value in 2023 or after. Since unemployment rates vary considerably over time, it is preferable to
present aggregates referring to the same year, instead of mixing various years. Therefore, missing
values of the unemployment rate by sex and education level have been estimated for the period
2005 to 2024 using a regression approach, with indicators such as the total youth unemployment
rate by sex or GDP per capita as predictors. Figure 1.7 presents the average in 2024, which includes
actual observations when possible and predicted values when not. To ensure that the overall trend
between 2005 and 2024 presented in figure 1.8 is driven by real data, the figure only includes coun-
tries with at least one observed value in each of the three periods: 2005-12, 2013-19 and 2020-24.

unemployment rate is higher for women than for
men in this country group.

Since 2005, youth with advanced education have
experienced a narrowing gap in their unemploy-
ment rate compared to other young people in

countries with available data, with a reversal
of the trend since 2023 (see figure 1.8). In high-
income countries, youth in 2009 with an advanced
degree had unemployment rates of up to 8 per-
centage points below those with non-
advanced degrees, shrinking to 2.7 percentage

1A
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» Figure 1.8. Youth unemployment rate in upper-middle- and high-income countries by

education degree, 2005-24 (percentage)
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Note: Time series estimates for 28 upper-middle- and 42 high-income countries with at least one data point
available at the beginning, the middle and the end of the time span. Data over such a time span are not available
for low- and lower-middle-income countries. See box 1.2 for the estimation methodology.

Source: ILO estimates based on ILOSTAT.

points by 2019 due to generally improving labour
markets for youth. By 2024, the difference rose
again to 4.7 percentage points. In upper-middle-
income countries, youth in 2024 with an advanced
degree experienced an unemployment rate
3.5 percentage points higher than their peers with
non-advanced degrees. This presents a renewed
increase in the gap - a trend that continued to the
second quarter of 2025.

Concerns have recently emerged about the
impact of AI adoption on young workers, par-
ticularly those seeking their first job in high-
skilled occupations. Preliminary evidence from
the United States suggests that entry-level pos-
itions may be disproportionately affected by Al
technologies (Brynjolfsson, Chandar and
Chen 2025). Recent survey data from members
of the Organisation for Economic Co-operation
and Development (OECD) indicate that young
people with higher education express greater

concern about potential job displacement due to
AL whereas older workers may be relatively pro-
tected by tenure and seniority (OECD 2024). The
risk of automation is higher among individuals
aged 15 to 24 with university-level education
relative to their less educated counterparts, partly
because they tend to work in occupations more
exposed to Al (see figure 1.9).2 This exposure is
most pronounced in high-income countries,
regardless of age or education level, reflecting
their specific occupational structures and task
profiles. In contrast, youth and adults in low-
income countries - where agriculture is more
prevalent and non-routine task intensity is lower
- face lower risk, particularly those with non-
advanced education. While the full impact of AI
on youth employment remains uncertain, moni-
toring both risks and opportunities is essential to
ensure policies maximize benefits and mitigate
negative impacts.

8 In the exposure taxonomy in Gmyrek et al. (2025), high exposure (gradients 3 to 4) is associated with occupations that have
a large share of a task exposed to automation, potentially leading to substitution of the entire occupation. Medium exposure
(gradients 1 to 2) concerns occupations that have only some tasks exposed to automation and others that require a human
role, which is more likely to result in “augmentation” or complementarity.
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» Figure 1.9. Share of employment exposed to Al by age, educational attainment and

country income group (percentage)
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Note: Figure based on latest available data for 16 low-, 35 lower-middle-, 27 upper-middle- and 36 high-income

countries.

Source: Calculations based on ILO Harmonized Microdata collection and the Gmyrek et al. (2025) occupational Al

exposure measure.

» Employment quality

In addition to fostering access to opportunities
for work that is productive, decent work involves,
among other things, a fair income, security in
the workplace and social protection for families,
enhanced prospects for personal development
and social integration, and freedom for people to

express their concerns. This section analyses three
metrics that can be strong indicators of existing
decent work deficits: working poverty, informality
and an excessive incidence of own-account and
contributing family work as an indicator of a lack
of formal quality employment opportunities.

Trends in working poverty, informality and status in employment

Globally, improvement in working poverty has
slowed over the past decade. The share of workers
living in extreme poverty - that is, on less than
US$3.00 a day - declined by a mere 3.1 percentage
points between 2015 and 2025, to 7.9 per cent,
following a decline of 15 percentage points in the
previous decade (see table 1.3). This is equivalent
to 284 million workers living in extreme poverty
in 2025. Worryingly, both extreme and moderate
working poverty - that is, less than US$4.20 a
day - increased by around 0.7 percentage points
in low-income countries between 2015 and 2025.
This means that in 2025, almost 68 per cent of
workers in low-income countries lived in extreme
or moderate poverty.

The global rate of informality increased by
0.3 percentage points between 2015 and
2025, following a decline of 2.2 percentage
points between 2005 and 2015. In 2026, 2.1 bil-
lion workers are projected to be in informal
employment. This recent increase in aggregate
informality largely reflects the composition effect
of an ever-increasing share of global employment
in countries with higher rates of informality (see
figure 1.11 in the next section). This composition
effect also explains the unfavourable trajectory
for women, whose global share of informality
increased from 54.8 per cent in 2015 to 55.9 per
cent in 2025, in contrast with that of men, which
decreased somewhat, by 0.2 percentage points.
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> Table 1.3. Type of employment as a share of total employment by sex and country income group,
2005-25 (percentage)

Employees 49.8 53.2 53.7 49.4 52.2 53.0 50.4 54.7 54.7
Own-account workers 32.9 321 32.8 37.3 36.1 35.7 26.2 25.9 28.6
Contributing family workers 13.6 11.0 9.5 8.3 6.7 6.1 21.5 17.5 14.4
Extreme working poverty 26.0 11.0 7.9 25.5 10.8 7.9 26.7 1.3 8.9
Moderate working poverty 14.3 11.0 6.7 15.1 11.9 77 13.0 9.7 6.6
Informality 59.6 57.4 57.7 61.1 59.1 58.9 57.3 54.8 55.9
Employees 21.2 21.5 221 26.6 26.9 26.8 14.3 14.5 15.6
Own-account workers 51.1 52.4 53.5 55.5 55.6 53.9 45.4 48.3 52.9
Contributing family workers 25.1 237 21.5 141 141 15.5 39.2 36.0 29.8
Extreme working poverty 57.3 49.7 50.5 53.8 47.0 48.8 61.8 53.2 55.0
Moderate working poverty 15.0 16.5 17.2 15.4 16.9 18.0 14.5 16.0 16.1
Informality 94.6 91.4 90.2 92.6 89.0 88.3 97.2 94.4 92.9

Lower-middle-income

Employees 24.4 29.1 32.0 277 31.5 34.8 17.7 241 26.5
Own-account workers 53.3 50.7 49.4 55.7 53.3 50.5 48.4 45.2 471
Contributing family workers 18.7 16.1 14.0 12.3 10.3 8.8 31.8 28.4 24.0
Extreme working poverty 38.4 18.0 10.1 37.0 16.9 10.3 41.4 20.4 13.7
Moderate working poverty 24.4 21.0 13.0 24.8 21.4 14.5 23.7 20.0 15.4
Informality 86.8 84.3 834 85.6 83.5 81.8 89.4 86.0 86.3

Upper-middle-income

Employees 53.8 59.8 61.9 54.0 59.2 60.9 53.6 60.5 63.2
Own-account workers 279 26.4 26.6 32.5 30.1 29.7 21.6 21.2 22.5
Contributing family workers 14.3 9.9 7.4 8.0 5.3 4.2 23.1 16.2 1.7
Extreme working poverty 25.6 4.8 1.4 24.3 4.8 1.7 27.4 4.9 1.6
Moderate working poverty 13.9 8.0 23 14.2 8.3 2.6 13.4 7.6 2.2
Informality 60.5 55.1 53.0 61.7 56.0 53.5 58.7 53.8 52.2

High-income

Employees 86.0 87.6 88.9 83.3 85.1 86.9 89.5 90.6 91.4
Own-account workers 8.7 8.1 7.4 10.7 9.8 8.6 6.2 6.1 5.9
Contributing family workers 1.6 1.0 0.6 0.8 0.5 0.4 2.6 1.6 1.0
Informality 9.0 9.4 8.5 9.1 9.6 8.8 9.0 9.1 8.1

Note: Working poverty refers to workers living in households with an income of less than US$3.00 per person per day for
extreme poverty, and between US$3.00 and US$4.20 per person per day for moderate poverty, both in purchasing power
parity terms. Sex-disaggregated estimates for working poverty presented as 2025 are for 2023 due to data limitations.

Source: ILOSTAT, ILO modelled estimates, November 2025.



Informality is associated with lower job quality due
to limited access to social protection, rights at work,
workplace safety and job security. Informality also
tends to reduce productivity at both the firm and
economy-wide levels, as informal jobs are often
characterized by low skill development, limited
training and fewer incentives for innovation.
From a business perspective, high informality
can constrain the growth of enterprises, reduce
workforce stability and limit access to formal finan-
cial and regulatory support - ultimately affecting
competitiveness.

The incidence of own-account work, which
in low- and middle-income countries is often
informal, of poor quality, with low earnings
and undertaken out of necessity, rose again
between 2015 and 2025 back to its 2005 level.
This global rise is driven partially by a composition
effect, but also by an upward trend in low-income
countries. In contrast, contributing family work -
by definition informal - has continued to decline
over the past decade at roughly the same speed
as in the previous decade. This decline is mostly
due to a strong downward trend in upper-middle-
income countries, which mirrors the reduction in
the incidence of informality and the increase in the
share of workers in the services sector in these
countries. In contrast, wage employment rose by
3.4 percentage points between 2005 and 2015,
but increased by only 0.5 percentage points from
2015 to 2025. This weak recent growth accrued
only to men, as the share of female employees
remained constant throughout that decade. While
wage employment within firms is no guarantee of

1. Global trends and outlook

high-quality employment, enterprises are never-
theless more likely to be formal or to formalize
than own-account workers. Only 4 per cent of the
employed were categorized as employers as of
2025 at the global level - a share which has hardly
changed over time.

Women tend to fare worse in terms of
employment quality than men, even though
global indicators can be distorted by composi-
tion effects. Gender gaps are particularly pro-
nounced in employment status, with 14.4 per cent
of women engaged in contributing family work in
2025 compared to 6.1 per cent of men (see
table 1.3). Overall, however, gender differences in
employment status have declined significantly
over the past two decades. Working women are
also somewhat more likely than men to live in
households marked by extreme poverty, but
somewhat less likely to live in households in mod-
erate poverty.’ The lower global rate of informality
for women compared to men is partly due to a
composition effect, as, on average across the
world, women are less likely to participate in the
labour force in countries with higher rates of
informality.’” In low- and lower-middle-income
countries, women'’s informality rate is about 4 per-
centage points above men’s, whereas in upper-
middle- and high-income countries, it is less than
1 percentage point below that of men. Finally,
women conduct a disproportionate amount of
unpaid services work for own use, such as care
work - activities which are not covered by
the statistical indicators presented in this
report (ILO 2024c).

Drivers of the slowdown in employment quality improvements

The structural change in the economy from
low-productivity activities and poorer working
conditions towards high-productivity activities
and better working conditions is a key driver
of overall improvements in working conditions,
formalization and living standards. Yet, this
structural transformation process occurred at only
half the speed in the decade 2015 to 2025 com-
pared to the decade prior (see figure 1.10). Middle-
income countries have seen the largest sectoral
employment shifts since 2005 as they transitioned

towards more modern economies, including a
major shift out of agriculture. Shifts in high-income
countries were more muted, as they had largely
modernized earlier. The speed of structural trans-
formation in low-income countries was worryingly
low. This explains part of their slow productivity
gains, persistent decent work deficits and rising
disparities compared to the rest of the world. Trade
uncertainty and the longer-term slowdown in trade
growth contribute to a deceleration of structural
change, since they undermine a country’s ability

9 Animportant caveat is that poverty is measured at the household level. If a household has both working men and women, then
they will all be classified as either poor or not poor, regardless of individual income differences.

10 Globally, a 1-percentage-point higher gap in the labour force participation rate correlates with a 0.3-percentage-point higher
rate of informality. Both informality and gender gaps in the LFPR are likely driven jointly by a multitude of socio-economic
factors, rather than a direct causality existing between gender gaps and informality. This implies that, on average, countries
with a lower informality rate receive a higher weight in the global female aggregate relative to the global male aggregate.
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» Figure 1.10. Difference in employment distribution across economic activities, 2005-15

and 2015-25 (percentage point)
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Note: The figure shows half of the sum of absolute differences in sectoral employment shares between the
endpoints of each period. This can be interpreted as the percentage of workers that would need to change sectors
to recreate the sectoral employment structure of the previous decade. For example, if sectors A and B had 50 per
cent of employment each in year 2015, a 5-percentage-point shift in the structure would mean that sector A had
55 per cent of employment in 2025 and sector B 45 per cent. The underlying employment estimates cover the

189 countries and territories of the ILO modelled estimates and 43 economic activities, partially defined by the
two-digit International Standard Industrial Classification of All Economic Activities, revision 4, known as ISIC-4, and

partially by a combination of multiple two-digit activities.

Source: ILO estimates.

to achieve its potential economic development
and improve job quality through integration into
global supply chains (see Chapter 3).

The global increase in informality between
2015 and 2025 was entirely driven by the rising
share of countries with higher informality rates
in global employment." This increased share
would have pushed up the global informality rate
by 2.1 percentage points had it not been for improve-
ments in employment formalization within the
countries (see figure 1.11). Structural transform-

ation within countries would have led to a 1.5-
percentage-point global decline in informality
over this period. Within-sector improvements
contributed only 0.3 percentage points over ten
years - highlighting the crawling pace of formal-
ization efforts at the level of activities. In the
decade 2005 to 2015, the higher contribution of
structural transformation compared to 2015 to
2025 enabled the global informality rate to fall
by 2.2 percentage points, which is a much higher
rate than the one achieved in the subsequent
decade. This highlights the major drag that the

» Figure 1.11. Decomposition of changes in the global informality rate, 2005-15 and 2015-25

(percentage)
2005-15 (-2.2) |[Ske]

2015-25(0.3) -1.5
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B Between sector shifts
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H Shift of country weights

Note: The number in parentheses shows the total global percentage point change in the global incidence over the

period. See box 1.3 for methodology.

Source: Calculations based on ILO estimates.

11 The total change in the global rate of informality is determined by three components. First, the rate of informality changes over
time within each sector in a country. Second, employment shifts over time towards sectors with a higher or lower incidence of
informality, which would raise or lower the aggregate rate in the country. Third, cross-country differences in population and
labour force growth mean that the weight of countries in global employment slowly shifts over time, which would also raise
global informality, all else equal, if countries with a higher rate increase their employment share. The same decomposition can
be applied to the share of employees in total employment, or any other indicator for that matter (see box 1.3).
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» Box 1.3. Decomposing the change in the global incidence of employee status and
informality

The incidence of an employment type i in a country, such as the share (S) of informal workers or
employees in total employment, can be decomposed into the sum of the product of the incidences
within individual economic activities, S¢. , times the employment shares of the activities within
the country, S¢.. The global incidence S is then obtained as the sum across countries of the
country-level incidences multiplied by the countries’ share in global employment, S¢.

The change in the global incidence of a given indicator is decomposed using a shift-share ana-
lysis - a common method to distinguish the influence of multiple components on the change in an
aggregate indicator. For example, the changes of the incidence of informality within a sector and
country are summed over all sectors and countries, using the sector's employment share within
the country and the country’s employment share in the world as weights. The shift-share analysis
is conducted for the time periods 2005 to 2015 and 2015 to 2025.

Si= ) 5¢ ) S8 Ske
c S

Figure 1.12. Decomposition of changes in the global share of employees in total
employment, 2005-15 and 2015-25 (percentage)
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Note: The number in parentheses shows the total global percentage point change in the global incidence over the

period. See box 1.3 for methodology.

Source: Calculations based on ILO estimates.

slowdown in structural transformation repre-
sented on the global evolution of informality rates
between 2015 and 2025.

Just as with informality, the slowdown in struc-
tural change between the period 2005 to 2015
and 2015 to 2025 is chiefly responsible for the
reduced global shift towards wage employment

(see figure 1.12). Structural change has had a larger
impact on wage employment than on informality
in both periods because cross-sectoral differences
in employee shares are larger than cross-sectoral
differences in informality rates. Nevertheless, the
underlying economic transformation that raises
the employee share in total employment is also
conducive to formalization.

Productivity growth and labour incomes

GDP growth and aggregate demand matters
for job creation, but labour productivity growth
is vital to support sustained growth of labour
incomes and is conducive to advancing decent
work (ILO 2023). In well-functioning labour
markets and social protection systems, gains in
output per worker or per hour typically result
in higher wages, improved job quality and, over

time, stronger employment growth. Higher labour
productivity supports profitability, innovation and
long-term business sustainability. It also enables
governments to fund social and economic policies
aimed at reducing inequality, thereby expanding
opportunities for workers and enhancing various
non-financial dimensions of well-being - such as
reduced working hours, improved workplace
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safety and health, as well as social protection
systems (ILO 2024d). The observed negative
correlation between productivity, poverty and
informality underscores that productivity gains are
necessary to advancing decent work and broader
economic development - provided these gains are
evenly distributed.

In 2026, global labour productivity growth is
projected at 2.0 per cent, roughly the same rate
achieved in both 2024 and 2025, following low
growth rates in 2022 and 2023. This is partly due
to much stronger employment growth in 2022 to
2023 relative to 2024 onwards, which was a result
of workers resuming employment following the
COVID-19 pandemic - coupled with very similar
GDP growth rates across the two periods. Labour
productivity growth rates vary considerably by
region, with such growth projected to be lowest
in Latin America and the Caribbean, at 1.0 per cent,
and highest in Southern Asia, at 3.9 per cent (see
figure 1.13). These regional disparities signal dif-
ferences in competitiveness and investment
opportunities, among others, underscoring the
importance of inclusive productivity-enhancing
policies and workforce development strategies.

Economic growth and decent work creation in
low-income countries continue to disappoint.
In the absence of countervailing factors, their high
population growth prevents a faster convergence
of living standards to those observed in more
advanced economies, despite a projected GDP

growth of 5.1 per cent in 2026 (see figure 1.14).
Labour productivity growth will reach only 2.0 per
cent in 2026 in these countries, which is roughly
the same rate as in high-income countries but far
below the rates in lower-middle- and upper-
middle-income countries, at 3.6 and 3.1 per cent,
respectively. At those growth rates, living stand-
ards in low-income countries will fall even further
behind. As a result, the growth in quality
employment would remain insufficient, and
poverty and decent work deficits would remain
widespread in these countries. Boosting labour
productivity growth in low-income countries is
therefore crucial to improve living standards,
enhance employment quality and enable sus-
tainable economic development.

Ageing also constrains economic growth in
high-income countries, with demographic shifts
shaving off 0.2 percentage points per year from
their growth rate due to a falling share of those
employed in the total population. This trend will
affect an increasing number of countries and will
only become stronger over the coming decades,
requiring faster productivity growth to help
maintain stable income and wage growth (De
Gobbi et al. 2025; ILO 2024a). In addition, GDP
growth in some high-income countries, such as the
United States, was driven heavily by investment
in Al in 2025. However, it remains unclear how
far these gains can translate into broad-based
improvements in living standards and employment
quality (Lichtenberg 2025).

» Figure 1.13. Growth of GDP per worker by subregion, 2026 (percentage)
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Note: Figures are aggregated using purchasing power parity (constant 2021 US dollars).

Source: ILOSTAT, ILO modelled estimates, November 2025.
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» Figure 1.14. GDP growth and its decomposition by country income group, 2026 (percentage)
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Note: The number in parentheses shows the total GDP growth. GDP growth is decomposed into growth of GDP per
worker, the growth of the ratio of employed to the total population (labelled demographic dividend) and the growth
of the total population. Demographic dividend also equals the difference between growth of GDP per capita and GDP

per worker. GDP figures are aggregated using purchasing power parity (constant 2021 US dollars).

Source: ILOSTAT, ILO modelled estimates, November 2025; IMF (2025a).

Global real wage and labour income growth
rates have not kept pace with labour product-
ivity growth and are still insufficient to make
up for the real income losses caused by the
inflation surge in 2022 to 2024. In 2024, global
real wages were estimated to have grown by
2.7 per cent, while the global labour income share
increased from 52.4 per cent in 2024 to 52.6 per
centin 2025 (ILO 2024e, 2025b). Yet, the fact that
the global labour income share remained below its
2019 level of 53.0 per cent highlights that real wage

growth has not kept up with labour productivity
growth. In 2024, aggregate real wages in advanced
G20 countries also remained below their 2019 level
(ILO 2024e); and in half of OECD countries, they
were even below the level reached in the first
quarter of 2021 (OECD 2025b). Yet, the nature
of the inflation surge has created a divergence
between consumer and producer price indices,
with real wages from a producer perspective
having risen above the level of the fourth quarter
of 2021 in the euro area (Bates et al. 2025).
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Employment and
social trends
by region

Key messages

» Headline indicators display employment growth and falling or stable
unemployment rates in most regions between 2024 and 2025. This was
the case for Africa, the Americas, the Arab States, and Asia and the Pacific.
Europe and Central Asia saw declining employment. However, there was
some variation at the subregional level, with increases in the unemployment
rate observed in Northern America, the Pacific, and Northern, Southern and
Western Europe over this period.

P Despite this, decent work deficits persist across all regions, to varying
degrees and through different dimensions. Informal employment rates
remain pervasive in subregions such as Latin America and the Caribbean,
South-Eastern Asia and Southern Asia, and highest in sub-Saharan Africa,
where nearly nine in every ten workers were in informal employment in 2025.
At the same time, working poverty remains elevated, especially in sub-Saharan
Africa, where it accounted for more than half of all employment in 2025.

» While there has been progress, there remain significant inequalities in the
labour market, particularly between men and women. In the Arab States,
Northern Africa and Southern Asia, women's participation in the labour force
remains far below the rates for men, reflecting longstanding obstacles for
women, both in access to the labour market and also decent and productive
employment.

» The outlook varies significantly by region, with labour markets disrupted
by both long-standing dynamics such as demographic change and newer
developments, including artificial intelligence (AI). In Latin America and
the Caribbean, the unemployment rate is projected to continue decreasing
into 2027, in contrast to increases projected for Central and Western Asia.
Meanwhile, population growth in sub-Saharan Africa presents very different
challenges to ageing taking place elsewhere. While some challenges differ
across regions, others, including the potential impact of AI, remain common.
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» Africa

GDP growth in Africa remains moderate on the
back of improving macroeconomic conditions,
including inflation, and limited exposure to US
tariffs. GDP growth in Africa was estimated at
4.2 per cent in 2025, and is projected to increase
slightly to 4.3 per cent in 2026 (IMF 2025a). GDP
growth in 2025 was expected to be slightly higher
for the sub-Saharan region, at 4.3 per cent,
compared with Northern Africa, at 4.1 per cent
(IMF 2025a). Part of the growth performance in
Africa reflects progress in controlling inflation. The
Economist Intelligence Unit reports that average
regional inflation fell from 17.5 per cent in 2024 to
12.6 per cent in 2025 (EIU 2025a). This is expected
to significantly decrease further, with inflation
forecast at 9.6 per cent in 2026 (EIU 2025a). There
are also some signs of other macroeconomic
improvements in many of the region’s economies,
including stabilizing levels of public debt and con-
tinued fiscal consolidation (IMF 2025b). Despite this,
the macroeconomic situation is mixed, and inflation
remains high in many countries with levels of public
debt remaining elevated (IMF 2025b). In a global
context with heightened trade policy uncertainty, it
is worth noting that most countries in sub-Saharan
Africa have a relatively small share of employment
linked to trade and limited trade exposure with the
United States (see Chapter 3).

Despite these positive trends, structural chal-
lenges continue to constrain future growth
prospects, including persistent conflict and
recurrent climatic shocks. Continued armed
conflict has caused ongoing contractions in eco-
nomic output in South Sudan and Sudan, while the
2023-24 El Nifio brought about intense droughts
and sharp contractions in agricultural outputs
across Southern Africa. South Africa, for example,
recorded growth of only 0.5 per cent in 2024 due,
in part, to these weather events (IMF 2025a), along
with fiscal consolidation and enduring structural
constraints, with only marginally better prospects
for 2025 and 2026 (World Bank 2025a). Indeed,
exposure to climate events continues to increase
in frequency and severity, with a doubling of
serious droughts, floods and storms in the past
decade (World Bank 2025a). These challenges
are compounded by deep social and economic
vulnerabilities: 46 per cent of the population of
sub-Saharan Africa lived on less than US$3.00 a
day' in 2024, and 12 per cent of the total population
(140 million people) are described as severely food
insecure (IMF 2025c). Adding to these pressures,
global uncertainty is also expected to restrict
countries’ ability to finance investments, and US
aid cuts are expected to have significant impacts
on many countries in the region (EIU 2025a).

Labour market trends in Northern Africa

Employment growth in Northern Africa is driven
in part by employment in construction, with
increases also evident across other sectors,
including agriculture. In Northern Africa, total
employment increased by 1.3 million between 2024
and 2025; yet, this was outpaced by growth of the
working-age population, resulting in a marginal
decrease in the employment-to-population ratio.
A large part of the increase in employment was in
the construction sector, which accounted for 20 per
cent of the increase in 2024 and 2025, despite repre-
senting only 13 per cent of total employment overall.
Part of this expansion was driven by investment
in transport and energy infrastructure projects as
well as by growth in real estate developments. In
Egypt, for instance, real estate construction has
been a major recipient of foreign direct investment
(Daily News Egypt 2025). Agriculture also exhibited

an increase in employment, despite the long-term
decline in its share of total employment - a pattern
typical of structural transformation processes. This
may be partly attributed to short-term conditions,
such as improved weather conditions, and subse-
quent agricultural sector expansion in Morocco and
Tunisia in 2025 (IMF 2025d).

Unemployment remains stable in Northern
Africa, although youth unemployment remains
elevated and the rate of youth not in
employment, education or training (NEET) is
persistent. The unemployment rate was expected
to have declined marginally in Northern Africa
from 10.0 per cent in 2024 to 9.9 per centin 2025,
and is forecast to decrease further to 9.7 per cent
in 2026 (see table 2.1). While this is a positive
development, the youth unemployment rate
remains high, at 22.6 per cent - the highest since

1 Poverty headcount data from the World Bank, “World Development Indicators”.


https://databank.worldbank.org/source/world-development-indicators
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2020 - with youth unemployment for women cent, compared to young men, at 18.1 per cent.
particularly elevated, at 35.6 per cent. In 2025, the These gender gaps reflect the persistent structural
NEET rate was 30.1 per cent - with young women disparities that continue to shape labour market
again more likely to be classified NEET, at 42.6 per outcomes across Northern Africa.

» Table 2.1. Estimates and projections for employment, unemployment, the labour force, informal
employment and working poverty, Africa and subregions, 2015-27 (percentage and million)

| 2015 | 2020 | avea | a0es | 206 | a0

Employment-to-population ratio (percentage)

Africa 61.7 58.7 60.8 60.8 60.8 60.8
Northern Africa 40.2 36.8 38.8 38.7 38.7 38.6
Sub-Saharan Africa 67.6 64.5 66.3 66.2 66.2 66.2

Employment (million)

Africa 440.9 483.5 560.0 575.9 592.3 609.0
Northern Africa 62.3 63.2 72.0 73.3 74.8 76.4
Sub-Saharan Africa 378.6 420.3 488.0 502.6 517.5 532.6

Unemployment rate (percentage)

Africa 6.6 7.1 6.3 6.3 6.2 6.2
Northern Africa 12.6 11.0 10.0 9.9 9.7 9.4
Sub-Saharan Africa 5.6 6.5 5.8 5.7 5.7 5.7

Unemployment (million)

Africa 314 37.2 377 38.6 39.4 40.3
Northern Africa 9.0 7.8 8.0 8.0 8.0 7.9
Sub-Saharan Africa 22.4 29.4 29.8 30.6 31.5 324

Labour force participation rate (percentage)

Africa 66.1 63.3 64.9 64.8 64.8 64.8
Northern Africa 46.0 41.4 431 42.9 42.8 42.7
Sub-Saharan Africa 71.6 69.0 70.3 70.3 70.3 70.2

Labour force (million)

Africa 472.3 520.7 597.7 614.5 631.7 649.3
Northern Africa 71.3 71.0 79.9 81.3 82.8 84.3
Sub-Saharan Africa 401.0 449.7 517.8 533.2 548.9 565.0

Informal employment rate (percentage)

Africa 85.0 85.9 85.4 85.2 85.1 n/a
Northern Africa 56.8 62.9 63.2 63.0 62.9 n/a
Sub-Saharan Africa 89.6 89.4 88.6 88.5 88.3 n/a

Working poverty rate (US$4.20/day) (percentage)

Africa 51.7 53.5 51.9 51.2 n/a n/a
Northern Africa 7.3 9.7 11.6 11.3 n/a n/a
Sub-Saharan Africa 59.0 60.1 57.9 57.1 n/a n/a

Key: n/a = data not available.
Source: ILOSTAT, ILO modelled estimates, November 2025.
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Labour market trends in sub-Saharan Africa

In sub-Saharan Africa, headline labour market
indicators have remained relatively unchanged,
although pressure on decent work continues
to build amid rapid population growth. The
labour force increased by 15.4 million between
2024 and 2025, while employment expanded by
14.6 million (see table 2.1). This was in line with
the working-age population, which increased by
22.4 million, resulting in a stable labour force
participation rate and employment-to-population
ratio. However, sustained population growth in
sub-Saharan Africa underscores the urgent need
to create productive employment and decent
jobs for new labour market entrants. Currently,
nearly nine in ten workers in sub-Saharan Africa

are in informal employment, and close to six in
ten workers belong to households living below the
moderate poverty threshold (less than US$4.20 a
day in purchasing power parity terms). Informality
decreased marginally between 2015 and 2025, in
contrast to Northern Africa, which experienced
a significant increase in informal employment -
owing to relatively low levels of human capital
and an expanding population of low-skilled young
workers (Cardarelli et al. 2022). The persistence
of informality in sub-Saharan Africa is driven by
high levels of agricultural employment, the lack of
formal job creation in urban areas and widespread
working poverty (Danquah, Schotte and Sen 2021).

Prevalence of young people not in employment, education or

training in Africa

More than one in five young people in Africa,
aged 15 to 24, are classified as NEET. In Africa,
the employment-to-population ratio for young
people (aged 15 to 24) was estimated at around
43 per cent in 2025 - which means 57 per cent
were not employed. Some absence from
employment is expected for this age group, as it
reflects participation in education and training.
However, a significant share of youth are classified
as NEET, which was estimated at 22.9 per cent in

2025, a slight increase from 22.0 per cent a decade
earlier (see figure 2.1). By subregion, this is highest
in Northern Africa, at 30.1 per cent, compared to
sub-Saharan Africa, at 21.6 per cent.

Alongside limited productive opportunities for
youth, a key challenge is the persistently low
levels of participation in education and training.
According to figures from the ILO, 21 per cent of
youth (aged 15 to 29) in Africa have never attended

» Figure 2.1. Share of youth (aged 15-24) not in employment, education or training, Africa

and subregions, 2005-25 (percentage)
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school or have completed only pre-primary edu-
cation, while only 46 per cent have completed pri-
mary or lower secondary education as their highest
level of educational attainment (Stoevska 2025).
Participation in technical and vocational training is
also limited. Only 6.5 per cent of youth (aged 15 to
29) in Africa (based on 43 countries with available
data) have completed a technical and vocational
education and training programme, with evidence
pointing to a lack of vocational training oppor-
tunities at the secondary level (Stoevska 2025).
These figures reflect shortfalls in access to skill-
based education (despite longer-term progress in

» Americas
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educational attainment in Africa). This remains not
only crucial for addressing youth unemployment
but also for tackling skills mismatches, enabling
young people to secure decent work, progress in
their careers and develop the skills needed for
long-term labour market success. Work-based
learning, which includes apprenticeships and
internship programmes, is an effective means
of equipping young people with skills that are in
demand in the labour market, and can complement
formal education systems when access to higher
education is limited (Stoevska 2025).

Slowing economic growth in the Americas
has been driven by weaker prospects in both
Northern America and Latin America and the
Caribbean. For the Americas overall, GDP growth
was estimated at 1.9 per cent in 2025, down from
2.6 per cent in 2024. In Northern America, GDP
growth in 2025 was estimated at 2.0 per cent,
down from 2.8 per cent a year earlier (IMF 2025a).
Despite the possibility of trade disruptions
weighing on growth prospects into 2026, projec-
tions are marginally higher in Northern America, at
2.1 per cent for 2026 (IMF 2025a). The US economy
was expected to grow by 2.0 per cent in 2025,
relative to a previous growth forecast of 2.2 per
cent (IMF 2025a). Around 75 per cent of goods ex-
ports from Canada and Mexico currently go to the
United States, with growth projections for 2025 of
only 1.2 and 1.0 per cent, respectively (IMF 2025a).

With the exception of Argentina, growth in the
Americas has lagged behind other regions. In
Latin America and the Caribbean, GDP growth
was estimated at 1.9 per cent in 2025, down from
2.7 per cent in 2024 (IMF 2025a). This continues
a trend of relatively weak economic performance
over the past decade, with the region recording
the lowest ten-year growth rates among all
emerging markets and developing economies
(World Bank 2025a). Regional growth in 2025
was aided by a significant economic recovery
in Argentina - which is expected to expand
by 4.5 per cent in 2025, following two years of

recession (IMF 2025a). Policy measures to stabilize
the economy in Argentina and to bring inflation
under control have shown some success so far
(EIU 2025b; OECD 2025a). Other factors limiting
regional economic growth have included stalled
investment in Chile and Colombia amid political
and regulatory uncertainty, weaker consumer
demand in Brazil compounded by low productivity,
and a weakening agricultural sector in Costa Rica
and Peru, driven by low productivity and adverse
weather conditions (ECLAC 2025).

US trade barriers and a slowdown in the US
economy are likely to have a significant impact
on the region as a whole. Looking ahead, the
trade barriers and related policy uncertainty are
expected to affect growth significantly in the
region, particularly Mexico and other countries
in Central America (EIU 2025c). Mexico's growth
projections for 2025, at 1.0 per cent, represents
a drop from 1.4 per cent in 2024 (IMF 2025a).
Ongoing trade barriers may further dampen
Mexico's economic outlook (World Bank 2025a).
Many of the region’s major economies, including
Brazil and Colombia, continue to battle inflation
rates at the top end of central bank target ranges,
leaving them limited room to ease monetary policy
to stimulate growth (World Bank 2025a). Weaker
global growth is also likely to dampen remittances
- an important revenue source in Central America
and the Caribbean (World Bank 2025a).
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Labour market trends in Latin America and the Caribbean

Employment growth in Latin America and the
Caribbean is being undermined by persistent
informality. Total employment in Latin America
and the Caribbean increased by 4.4 million
between 2024 and 2025, resulting in a slight uptick
in the employment-to-population ratio, from 59.1
to 59.3 per cent over this period (see table 2.2).
Not all jobs in the region are decent jobs, however,
and 2 million of the increase in employment were
in informal employment. Indeed, growth in in-
formal jobs has been particularly persistent in
several countries over the last five years
(ILO 2025a). This reflects the entrenched challenge
of informality, which accounts for more than half
of all employment in the region (51.1 per cent in
2025). These workers in informal jobs - particularly
unpaid contributing family workers and own-
account holders, who account for the largest share
of informal employment - often face precarious
conditions, including unstable and irregular
incomes, limited access to social protection and

minimal coverage by labour regulations. The inci-
dence of informal employment remains particularly
elevated in countries such as Ecuador, Mexico,
Paraguay and Peru (ILO 2025a).

Modest improvements in unemployment rates
mask ongoing challenges for youth. Overall
unemployment in the region fell slightly to 5.5 per
cent in 2025, down from 5.9 per cent in 2024
(see table 2.2). However, youth unemployment
remains high at 11.9 per cent, nearly three times
the adult rate of 4.3 per cent. Similarly, nearly one
in five young people aged 15 to 24 are classified
as NEET. The challenge is exacerbated by high
informality, low productivity growth and low wages
(ILO 2025a). The situation for young women is
worse than for young men, with unemployment
rates of 14.5 per cent compared to 10.1 per cent
- reflecting persistent gender inequalities in the
labour market, including disparities in pay, job
quality and career advancement (ILO 2025a).

Labour market trends in Northern America

Slowing employment growth and declining job
vacancies suggest a cooling of labour markets
in Northern America. In Northern America, the
employment-to-population ratio continued its
decline from 60.3 per cent in 2023 to 59.2 per cent
in 2025, reflecting both cyclical moderation and
demographic pressures from an ageing population
(see table 2.2). This trend is expected to continue in
the medium term, reaching 58.6 per centin 2027.
In the United States, employment growth has mod-
erated compared with the strong post-pandemic
recovery period, reflecting a maturing labour
market operating near full employment. Despite
this, in July 2025, job vacancies per person un-
employed reached its lowest level since before the
COVID-19 pandemic: around 7.2 million vacancies,
corresponding to a ratio of 1:1 with the number
of unemployed (BLS 2025a; OECD 2025b). As this
represents a decrease from around 2:1 in July 2024,
it suggests a loosening labour market in the United
States, whereby employers face less competition
per vacancy. Meanwhile, in Canada, there is also a
loosening based on the latest available data from
Statistics Canada, whereby the ratio of vacancies
to persons unemployed decreased from 0.4 to 0.3
between July 2024 and July 2025.2 Labour market
tightness in both countries is influenced not only

2 Statistics Canada, “Labour Statistics”.

by monetary policy and fiscal measures, but also
structural changes including ageing populations
as well as immigration policies (FRED 2024).

Unemployment rates are expected to increase
in the medium term in both Canada and
the United States. The unemployment rate in
Northern America was estimated at 4.5 per cent
in 2025, representing an increase from 4.3 per
cent in 2024. A further increase is expected in
the medium term, with 4.7 per cent forecast for
2027. This upward trend is observed in both the
Canada and the United States: in Canada, the rate
was estimated at 6.9 per cent in 2025, up from
6.4 per centin 2024 and 5.4 per cent in 2023; while
in the United States, the unemployment rate was
estimated at 4.2 per cent in 2025, up from 4.0 per
cent in 2024 and 3.6 per cent in 2023. By 2027,
the unemployment rate in Canada is expected to
increase to 7.3 per cent and to 4.4 per cent in the
United States. In Canada, rising unemployment
rates are driven more by labour force growth than
job losses (Bounajm and Devakos 2025). In the
United States, however, unemployment increases in
August 2025 were linked to job losses in the Federal
Government, as well as in sectors such as mining,
quarrying and oil and gas extraction (BLS 2025b).


https://www.statcan.gc.ca/en/subjects-start/labour_
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» Table 2.2. Estimates and projections for employment, unemployment, the labour force, informal
employment and working poverty, Americas and subregions, 2015-27 (percentage and million)

Employment-to-population ratio (percentage)

Americas 59.2 54.7 59.3 59.3 59.2 59.1
Latin America and the Caribbean 59.2 53.4 59.1 59.3 59.4 59.3
Northern America 59.2 56.7 59.6 59.2 58.8 58.6

Employment (million)

Americas 445.9 437.3 493.2 498.1 502.0 506.0
Latin America and the Caribbean 272.0 261.9 303.0 3074 3111 314.4
Northern America 173.9 175.4 190.3 190.7 190.9 191.6

Unemployment rate (percentage)

Americas 6.2 9.4 5.3 5.1 5.0 5.0
Latin America and the Caribbean 6.7 10.2 5.9 5.5 5.2 5.1
Northern America 5.5 8.2 4.3 4.5 4.8 4.7

Unemployment (million)

Americas 29.5 45.5 274 26.7 26.7 26.4
Latin America and the Caribbean 19.5 29.8 18.9 17.7 171 16.9
Northern America 10.0 15.7 8.5 9.0 9.5 9.5

Labour force participation rate (percentage)

Americas 63.1 60.4 62.6 62.4 62.3 62.1
Latin America and the Caribbean 63.4 59.5 62.8 62.7 62.6 62.5
Northern America 62.6 61.8 62.3 62.0 61.8 61.5

Labour force (million)

Americas 475.4 482.8 520.6 524.8 528.7 532.4
Latin America and the Caribbean 2914 291.7 321.9 3251 328.3 331.3
Northern America 183.9 1911 198.8 199.7 200.4 2011

Informal employment rate (percentage)

Americas 34.6 341 34.5 34.5 345 n/a
Latin America and the Caribbean 51.4 51.5 51.2 51.1 51.0 n/a
Northern America 8.4 8.1 8.0 7.8 77 n/a

Working poverty rate (US$4.20/day) (percentage)

Americas 4.9 6.1 4.4 4.4 n/a n/a
Latin America and the Caribbean 8.1 10.3 7.2 7.2 n/a n/a
Northern America 0.0 0.0 0.0 0.0 n/a n/a

Key: n/a = data not available.
Source: ILOSTAT, ILO modelled estimates, November 2025.
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Regional labour migration policy to help address skills gaps in

the Caribbean Community region

The movement of persons within the Caribbean
Community (CARICOM) is a fundamental fea-
ture of labour markets in the region.
Intraregional migration is driven particularly by
the movement of workers from lower-income to
higher-income CARICOM Member States in search
of better opportunities, including employment
(see figure 2.2). Although the recent discovery of
oil in Guyana has improved its economic outlook
and its income group classification, a significant
change in the numbers of nationals leaving for
other CARICOM Member States is still to appear
in the data. Net-receiving Member States include
the Bahamas and Trinidad and Tobago. Economic
differences in the region are stark and reflect
different labour market challenges, opportunities
and needs within the region.?

Sector-specific labour shortages point to the
need for improved regional labour migration
governance. First, with regard to the outward
movement of skilled labour, many higher edu-
cated and higher skilled workers migrate from the
CARICOM region, creating skill gaps and shortages
of qualified personnel in certain sectors. Second,
a recent analysis of the CARICOM labour market
found that certain occupations in the health and
education sector, including nursing and teaching,
were experiencing critically low levels of labour
supply, driven in part by labour demand in more
developed economies, including members of
the Organisation for Economic Co-operation
and Development, which offer higher earnings
(CARICOM and ILO, forthcoming). Shortages were
also observed in agriculture. The study further

» Figure 2.2. Net movement within CARICOM and GNI per capita by CARICOM Member State

A. Net movement of CARICOM nationals to other
CARICOM Member States, 2020 (thousand)
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Key: ATG = Antigua and Barbuda; BHS = Bahamas; BLZ = Belize; BRB = Barbados; DMA = Dominica; GRD =
Grenada; GUY = Guyana; HTI = Haiti; JAM = Jamaica; KNA = Saint Kitts and Nevis; LCA = Saint Lucia; MSR =
Monserrat; SUR = Suriname; TTO = Trinidad and Tobago; VCT = Saint Vincent and the Grenadines.

Note: In Panel B, GNI is calculated using the Atlas method (current US dollars).

Source: Panel A: UNDESA (2020); Panel B: World Bank, “World Development Indicators” and “World Bank

Country and Lending Groups”.

3 Notably, Haiti accounts for more than half the total population in the CARICOM region and has not completed the internal
processes to fully implement the CARICOM Single Market and Economy (CSME) (while it does allow for free movement of
CARICOM nationals into Haiti without restrictions), while the Bahamas does not participate in the CSME.


https://databank.worldbank.org/source/world-development-indicators
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups

noted that despite existing legislation and mech-
anisms to facilitate labour migration within the
region, such as skills certificates for specific
occupations and education levels, some CARICOM
Member States sourced migrant workers from
outside the region, via a work permit system rather
than using the channels available within the region
(CARICOM and ILO, forthcoming). This highlights
shortcomings in the governance of labour migra-
tion in the CARICOM region and points to the need
for enhanced labour migration governance.

A CARICOM labour migration framework can
help manage labour migration flows in the

» Arab States

2. Employment and social trends by region

region and address labour market shortages
and skill gaps across the region. CARICOM plans
to develop a regional labour migration policy as
part of the CARICOM migration policy frame-
work, which was mandated by the Conference of
Heads of Government in 2019. This is expected
to strengthen labour migration governance, skills
matching and standard-setting for the protection
of migrant workers, including CARICOM nationals
exercising their right to free movement (CARICOM
and ILO, forthcoming). The need for such a regional
policy is compounded by the limited number of
national labour migration policies in the region,
combined with high rates of informal employment.

GDP growth for the Arab States is largely driven
by the Cooperation Council for the Arab States of
the Gulf (GCC) economies. GDP growth in the Arab
States was estimated at 3.2 per cent in 2025, up
from 1.4 per cent in 2024 (IMF 2025a). Most of this
was driven by GDP growth in the GCC* economies,
where it was estimated at 3.9 per cent in 2025,
up from 2.1 per cent a year earlier (IMF 2025a).
Growth is driven almost equally by growth in
hydrocarbon and non-hydrocarbon sectors
(Chattha et al. 2025). The gradual ramp up of per-
mitted production by members of the Organization
of the Petroleum Exporting Countries Plus
throughout 2025 is expected to more than offset
the effects of lower global oil prices and weaker
global demand (World Bank 2025a). The GCC econ-
omies have also increased borrowing from inter-
national bond markets to diversify funding sources,
strengthening foreign reserves and enabling new
capital investments (IMF 2025d). Saudi Arabia con-
tinues to expand domestic investment through its

sovereign wealth fund, while Bahrain, Kuwait and
the United Arab Emirates have expanded non-oil
activities in sectors such as manufacturing and
construction (World Bank 2025a). Growth for the
GCC economies as a whole is expected to increase
to 4.3 per cent in 2026 (IMF 2025a).

Elsewhere in the region, non-GCC economies
continue to be affected by ongoing conflicts.
GDP growth for these economies was low, at
around 0.7 per cent in 2025. However, this marks
an improvement from -1.3 per cent in 2024
(IMF 2025a). Conflicts have significantly weakened
economic performance in the region, particularly
in oil-importing countries. Between 2022 and 2024,
output contracted by an estimated 30 per cent in
the West Bank and the Gaza Strip, 8 per cent in
Lebanon and 3 per cent in Yemen (IMF 2025d).
While these conflicts weaken business confidence
in non-GCC economies, GDP growth is projected to
recover in 2026 to 2.7 per cent (IMF 2025a).

Labour market trends in the Arab States

Stable but low overall labour force participation
rates in the region reflect significant disparities
between men and women. The labour force par-
ticipation rate for the Arab States was estimated
at 49.5 per cent in 2025 and remained virtually
unchanged from 49.3 per cent in 2015 (see
table 2.3). The participation rate in the GCC

economies was estimated at 70.1 per cent in 2025,
compared to 38.3 per cent in non-GCC economies.
In the GCC economies, the participation rate for
women was estimated at 39.5 per cent in 2025,
less than half the rate for men, at 86.7 per cent,
although long-term improvements in women'’s
participation continue to narrow the gap. In

4 Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates.
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non-GCC economies, the difference was even more
pronounced, at 66.1 per cent for men in 2025 - six
times higher than for women, at 10.8 per cent.
These gender differences are evident across the
labour market indicators, with women far more
likely to be unemployed or NEET than their male
counterparts, limiting the region’s overall product-
ivity potential and highlighting the economic gains
that could be achieved by closing gender gaps
(ILO 2024; UNESCWA and UNWOMEN 2024).

Different factors and challenges impact labour
markets in the GCC and non-GCC economies.
In non-GCC economies in 2025, fewer than one in
three workers were in formal employment, and
more than one in four lived in households below
the moderate poverty level (US$4.20 a day) (see
table 2.3). In contrast, only one in four workers
were in informal employment in the GCC

economies, and working poverty was virtually
negligible.> Non-GCC economies are particularly
vulnerable to conflict, political instability and weak
institutional capacity, which have long-lasting
implications for labour markets and compound
persistent structural labour market challenges
(ILO 2024). Meanwhile, in the GCC economies,
there are ongoing efforts to reduce reliance on
migrant workers and increase participation among
the national workforce. In Bahrain, for example,
the Bahrainization programme, managed by the
Labour Market Regulatory Authority, enforces
employment quotas of nationals to boost the share
of Bahrainis in the national labour market.® Similar
systems are used across the GCC economies,
where employment of migrant workers, particu-
larly in construction and services, can account for
as much as 94 per cent of total employment.”

Dual-speed digital transition in the Arab States could

widen inequalities

The GCC and non-GCC economies are character-
ized by distinct differences in digital readiness
and Al preparedness, resulting in a dual-speed
transition in the Arab States region. In the GCC
economies, digitalization and Al are central to
national development strategies and are accom-
panied by major investment, infrastructure and
institutional frameworks. Qatar, Saudi Arabia
and the United Arab Emirates, for instance, are
advancing Al strategies with large-scale funding,
specialized institutions, and initiatives spanning
fintech, smart cities, green technologies and
e-government (ILO 2025b). In contrast, non-GCC
economies are characterized by lower broad-
band coverage, weaker digital infrastructure
and lower incidence of digital finance, reflecting
underinvestment, regulatory gaps and structural
challenges. These differences have important
implications for the employment effects of digitali-
zation and Al in the Arab States. Benefits are likely
to be concentrated in the GCC economies - through
growth in digital jobs and improved working con-
ditions - while non-GCC economies may struggle
to capture the full gains from digitalization and Al

Women in the Arab States are more likely to
benefit from the augmentation potential of
generative Al, yet they are also more exposed

to automation and the possibility of job
replacement. The impacts of generative Al on
employment can be divided into two main cat-
egories: (i) augmentation potential, which refers
to the ability to enhance employment and raise
productivity through task complementarity; and
(ii) automation potential, which reflects replace-
ment impacts, whereby jobs can be substituted by
automated processes facilitated by generative Al
(ILO 2025b). The estimated impacts for the Arab
States as a whole are presented in figure 2.3.
Overall, augmentation potential (14.6 per cent of
employment) substantially exceeds automation
potential (2.2 per cent of employment), suggesting
that generative Al is likely to have a net positive
impact on employment and productivity in the
region. However, the benefits and risks are
unevenly distributed across population groups.
Differences between youth and adults are mar-
ginal, but sex differences are more pronounced.
Notably, women have the highest augmentation
potential, at 22.7 per cent, compared to men,
at 13.0 per cent. While this is encouraging in a
region where women face structural labour market
barriers, it also shows a vulnerability. Women are
significantly more exposed to automation from
generative Al, affecting 5.3 per cent of female

5 Absolute poverty lines have limited relevance in high-income countries, as someone earning just above such thresholds may
still be very poor in relative terms and, in all likelihood, face difficulty in sustaining an adequate standard of living.

Labour Market Regulatory Authority, “Bahrainization Calculator”.

7 For example, in Qatar (see National Planning Council, “Population based on Qatar Monthly Statistics”).


https://lmra.gov.bh/en/page/show/193
https://www.npc.qa/en/statistics/pages/subjectdetails.aspx
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» Table 2.3. Estimates and projections for employment, unemployment, the labour force, informal
employment and working poverty, Arab States and subregions, 2015-27 (percentage and million)

Employment-to-population ratio (percentage)

Arab States 45.0 43.0 44.9 44.8 44.7 44.6
GCC 64.2 64.3 68.2 68.3 68.3 68.2
Non-GCC 33.6 31.3 321 321 32.0 32.0

Employment (million)

Arab States 47.2 50.2 59.8 61.5 63.0 64.5
GCC 251 26.6 321 329 33.6 34.2
Non-GCC 221 23.6 277 28.5 29.3 30.2

Unemployment rate (percentage)

Arab States 8.7 1.2 9.5 9.5 9.5 9.5
GCC 3.8 5.5 2.8 2.5 2.5 2.5
Non-GCC 13.7 16.8 16.3 16.3 16.4 16.3

Unemployment (million)

Arab States 4.5 6.3 6.3 6.4 6.6 6.8
GCC 1.0 1.5 0.9 0.9 0.9 0.9
Non-GCC 3.5 4.8 5.4 5.6 5.7 59

Labour force participation rate (percentage)

Arab States 49.3 48.4 49.6 49.5 49.4 49.3
GCC 66.7 68.0 70.2 70.1 70.0 70.0
Non-GCC 38.9 377 38.4 38.3 38.3 38.3

Labour force (million)

Arab States 51.7 56.5 66.1 67.9 69.6 71.2
GCC 26.1 281 33.0 33.8 34.5 351
Non-GCC 25.6 284 331 341 35.1 36.1

Informal employment rate (percentage)

Arab States 43.2 45.7 46.4 46.2 46.1 n/a
GCC 217 24.4 25.3 25.2 25.0 n/a
Non-GCC 67.6 69.7 70.7 70.6 70.3 n/a

Working poverty rate (US$4.20/day) (percentage)

Arab States 8.7 11.4 13.0 13.4 n/a n/a
GCC n/a n/a n/a n/a n/a n/a
Non-GCC 18.5 24.0 27.8 28.6 n/a n/a

Key: GCC = Cooperation Council for the Arab States of the Gulf; n/a = data not available.
Source: ILOSTAT, ILO modelled estimates, November 2025.

employment compared to only 1.6 per cent for middle-income countries, where women similarly
men. The higher exposure of women to automation face greater risks than men (Gmyrek et al. 2025).
is consistent with patterns observed in high- and


https://lmra.gov.bh/en/page/show/193
https://www.npc.qa/en/statistics/pages/subjectdetails.aspx
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» Figure 2.3. Share of employment in Arab States with augmentation and automation

potential from generative Al (percentage)

25 22.7
20
14.6 14.9
15 13 12.7
10 +
5.3
5 -
2.2 1.6 2 2.3
0
Total Men Women Youth Adult
B Augmentation potential Automation potential

Note: These estimates are derived by application of a methodology developed by the ILO (Gmyrek, Berg and
Bescond 2023) and applied to the ILO’s database of harmonized microdata to calculate a regional estimate that is

representative of the 12 Arab States.

Source: Adapted from (ILO 2025b).

» Asia and the Pacific

GDP growth in Asia and the Pacific has slowed
slightly despite buoyant growth performances
in many major economies. GDP growth for the
region was estimated at 4.4 per cent in 2025,
down from 4.5 per cent in 2024 (IMF 2025a). For
a region as vast as Asia and the Pacific, there
is considerable heterogeneity by subregion. In
Eastern Asia, GDP growth estimated at 4.0 per
centin 2025 represented a modest decrease from
4.1 per cent in 2024 (IMF 2025a). In China, growth
has been supported by a temporary uptick in
industrial activity, as importing and exporting firms
rushed shipments out of China before tariff hikes
were implemented (ADB 2025). Falling household
and investor confidence, along with widespread
financial weakness among property developers,
is a cause for concern in China, which is likely

Labour market trends in Asia a

Despite stable headline employment and
unemployment indicators, there is considerable
heterogeneity between and within regions,
especially in unemployment. The unemployment
rate in Asia and the Pacific was estimated at 4.1 per
cent in 2025, compared to 5.1 per cent a decade
earlier, reflecting structural transformation and
job creation (see table 2.4). Within the region, the
unemployment rate varies from 4.6 per cent in

8 World Bank (2025b); Trading Economics, “China Youth Une

to continue fiscal stimulus measures to counter
these underlying challenges and the emerging
fallout from US tariffs (ADB 2025; EIU 2025c). With
a growth forecast of 3.5 per cent for Eastern Asia
in 2026, there is still considerable potential to
use technology and innovation improvements in
Eastern Asia to increase GDP and per capita GDP
growth rates in the longer term - particularly in the
context of ageing populations (Lee and Song 2025).
Meanwhile, India is expected to exhibit among the
highest growth in the region, keeping the GDP
growth rate in Southern Asia elevated. Weaker
global demand and business sentiment in South-
Eastern Asia may keep growth at around 4.2 per
cent in 2026, compared to 4.8 per cent in 2024
(EIU 2025d; IMF 2025a).

nd the Pacific

Southern Asia and 4.3 per cent in Eastern Asia, to
2.4 per cent in South-Eastern Asia. In Eastern Asia,
China is experiencing significant youth un-
employment challenges. Estimates for urban youth
unemployment (defined here as those aged 16 to
24) was at around 17.8 per centin July 2025, 0.7 per-
centage points higher than a year earlier, according
to official statistics.® However, in the August 2025
estimates, this had risen to closer to 19 per cent

mployment Rate”, accessed 19 November 2025.


https://tradingeconomics.com/china/youth-unemployment-rate
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> Table 2.4. Estimates and projections for employment, unemployment, the labour force, informal

employment and working poverty, Asia and the Pacific and subregions, 2015-27 (percentage and million)

Employment-to-population ratio (percentage)

Asia and the Pacific 58.4 56.2 58.1 57.9 57.8 57.6
Eastern Asia 65.2 62.3 62.1 61.8 61.5 61.1
Pacific 59.2 59.2 61.5 61.3 61.1 60.9
South-Eastern Asia 65.9 64.1 65.2 65.1 65.0 65.0
Southern Asia 48.7 47.5 51.8 51.8 51.8 51.8

Employment (million)

Asia and the Pacific 1840.7 18776 20197 20350 2051.0 2066.0
Eastern Asia 876.9 858.1 869.1 868.4 868.0 866.6
Pacific 18.1 19.9 21.8 22.0 22.3 225
South-Eastern Asia 310.4 323.0 344.9 348.7 352.8 356.7
Southern Asia 635.3 676.7 784.0 795.9 808.0 820.2

Unemployment rate (percentage)

Asia and the Pacific 5.1 5.5 41 4.1 4.1 4.1
Eastern Asia 4.5 4.8 4.3 4.3 4.4 4.4
Pacific 5.4 5.5 3.9 4.0 4.0 4.0
South-Eastern Asia 29 3.0 2.5 2.4 2.3 2.3
Southern Asia 7.1 7.6 4.6 4.6 4.6 4.6

Unemployment (million)

Asia and the Pacific 99.8 109.5 86.5 875 88.1 88.7
Eastern Asia 41.2 429 39.4 394 39.5 39.5
Pacific 1.0 1.2 0.9 0.9 0.9 0.9
South-Eastern Asia 9.2 9.9 8.7 8.7 8.5 8.4
Southern Asia 48.3 55.5 37.6 38.5 39.2 39.9

Labour force participation rate (percentage)

Asia and the Pacific 61.6 59.5 60.6 60.4 60.2 60.1
Eastern Asia 68.2 65.4 64.9 64.6 64.3 63.9
Pacific 62.6 62.7 64.0 63.8 63.7 63.5
South-Eastern Asia 67.8 66.1 66.8 66.7 66.6 66.5
Southern Asia 52.4 51.4 54.3 54.3 54.3 54.3

Labour force (million)

Asia and the Pacific 1940.5 19872 2106.2 21225 2139.2 2154.8
Eastern Asia 918.1 901.0 908.4 907.9 907.5 906.2
Pacific 19.2 21.0 22.7 22.9 23.2 23.4
South-Eastern Asia 319.6 3329 353.6 3574 361.2 365.1
Southern Asia 683.6 732.2 821.6 834.3 847.2 860.1

Key: n/a = data not available.
Source: ILOSTAT, ILO modelled estimates, November 2025.
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p Table 2.4. (continued)

Informal employment rate (percentage)

Key: n/a = data not available.
Source: ILOSTAT, ILO modelled estimates, November 2025.

(Bram 2025). The employment outlook for young
people in China is particularly uncertain with the
potential of further trade disruption between China
and the United States.

Employment growth faces multiple headwinds
and is slowing. Despite an increase in employment
of around 15.3 million people between 2024 and
2025, the employment-to-population ratio in Asia
and the Pacific was estimated at 57.9 per cent in
2025 (see table 2.4). It is expected to decrease
through to 2027, partly because of population
ageing. Eastern Asia, the largest subregion, com-
prises some of the fastest ageing countries in the
world, putting significant downward pressure on
employment-to-population ratios. Moreover, the
current rise in trade uncertainty is weighing on
employment growth across different sectors,
especially manufacturing, which is highly preva-
lent in this region (see Chapter 3). Around 2.9 per
cent of all employment in Asia and the Pacific is
estimated to be directly or indirectly linked to final
demand through supply chains or trade affected
by the current slowdown in trade (see Chapter 3,
box 3.2). Much of this impact is in manufacturing
employment, with 15 million manufacturing jobs
exposed to US demand in Eastern Asia, espe-
cially in electrical and optical equipment, and
6.4 million and 6.3 million manufacturing jobs
exposed in South-Eastern Asia and Southern

Asia and the Pacific 66.1 65.1 65.9 65.6 65.4 n/a
Eastern Asia 50.0 471 47.6 47.3 47.0 n/a
18.8 18.3 18.0 18.2 18.3 n/a

South-Eastern Asia 74.2 69.6 70.4 70.1 69.7 n/a
Southern Asia 85.8 87.2 85.5 85.0 84.5 n/a
Asia and the Pacific 23.8 15.3 10.7 9.8 n/a n/a
Eastern Asia 11.5 2.7 1.2 1.2 n/a n/a
9.8 10.8 10.6 10.6 n/a n/a

South-Eastern Asia 24.0 16.0 12.6 11.8 n/a n/a
Southern Asia 41.3 30.9 20.3 18.4 n/a n/a

Asia, respectively, especially in textiles and textile
products (ILO 2025c).

Given the persistence of informality, techno-
logical advancements and artificial intelligence
may improve the employment prospects for
informal workers. Around 1.3 billion employed
persons in Asia and the Pacific were in informal
employment in 2025 (65.4 per cent of employment),
and around 200.1 million employed persons
lived in households on less than the moderate
poverty threshold (US$4.20 a day; 10.0 per cent of
employment). There is growing evidence that Al
and digitalization are facilitating the formalizing
of aspects of informal employment (ILO 2025d).
This includes Al-based financial services such as
credit assessments, digital payments and banking
platforms (Chacaltana, Leung and Lee 2018; Mpedi
and Marwala 2025; UNESCAP 2023). These ser-
vices can bolster economic activity for those in
the informal sector, provided that the platforms
are developed to be accessible and equitable
(ILO 2025d; Kuewor 2025). Despite this, the impact
of Al on labour markets is far from clear-cut, and
the risks - including digital exclusion, job displace-
ment and inequitable access to Al-driven services
- highlight the myriad potential impacts on both
formal and informal workers. At the same time, the
complex nature of informality points to the need
for a comprehensive and integrated approach to



reduce informality that would fully consider the
impacts of AI (ILO 2025d, 2025e).

Employment in manufacturing across Asia and
the Pacific continues to rise as a share of total
employment. Employment in manufacturing is
declining globally as a share of total employment,
in part due to automation and other productivity
enhancing developments. However, this decline
is driven mostly by high-income countries.
Subregions in Asia and the Pacific are instead
exhibiting increases in the share in manufacturing
employment (see figure 2.4). In Asia and the
Pacific, around 330 million people were employed
in manufacturing in 2025, accounting for 16.1 per
cent of total employment. In Eastern Asia, more
than 20 per cent of total employment was esti-
mated to be in manufacturing in 2025 - much of
which was in China - which is considerably higher
than the global average of 13.7 per cent. In 2024,
China accounted for around 27 per cent of the
world’'s manufacturing in current US dollar terms
- higher than the United States (17 per cent),
Germany (5 per cent) and India (3 per cent)
combined.

Employment in the manufacturing sector does
not necessarily provide decent work. In China,
there is evidence that manufacturing is increas-
ingly a source of temporary work for young people,

2. Employment and social trends by region

offering neither formal contracts nor access to
basic social security benefits. Often, these workers
are employed through intermediary agencies or
work as day labourers who lack formal or service
contracts (Zhang 2025). A field research study in
the Guandong and Jiangsu Provinces, in China,
showed that between 2022 and 2024, employment
through temporary employment agencies made up
an average of one third of the workforce, increasing
to two thirds during peak seasons (Zhang 2025).
In large manufacturing establishments with over
10,000 workers, as many as 80 per cent of workers
can be employed through temporary work agen-
cies. The average age of labour market entrants
in manufacturing through these channels is esti-
mated to be around 27 years and predominantly
from rural areas (Zhang, Li and Li, forthcoming).
This temporary manufacturing work is mostly
low-skilled, but estimates suggest that most
have high-school degrees and many are college
graduates, implying overqualification of these
workers (Zhang, Li and Li, forthcoming). The lack
of access to social security is problematic given the
cyclical nature of manufacturing demand, which
often results in periods of unemployment for these
young people and underscores the challenges
they face in securing long-term integration into
the labour market.

» Figure 2.4. Manufacturing as a share of total employment, selected regions, 2000-25
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The dual challenge of climate risk and greenhouse gas emissions
in Asia and the Pacific and the implications for green job growth

Asia and the Pacific is one of the most exposed
regions to the effects of climate change, while
also being a major emitter of greenhouse gases.
Some estimates suggest that as much as 30 per
cent of the region’s wealth is derived from natural
capital (that is, the stock of natural assets such as
forests, rivers and biodiversity). As a result, the
depletion of this capital through climate change
and human activity could have significant impli-
cations for the region’s GDP (ADB 2022). In the
region covering members of the Association of
Southeast Asian Nations, for example, recurrent
flooding has disrupted agricultural output and
damaged infrastructure, and rising sea levels have
increased soil salinity and reduced crop yields
(ASEAN 2021). These developments have significant
implications for labour markets, contributing to
job displacement and migration within and across
borders (ILO 2025f). Yet, the region is also a major
contributor to climate change. In 2023, Asia and
the Pacific was estimated to have generated
around 60 per cent of the world’s greenhouse gas
emissions, reflecting a reliance on fossil-fuelled
industrialization (UNESCAP and UNEP 2024). This
is also reflected in the high material footprint
of the region.® Together, these factors present
a dual challenge of climate risk and the need to
diversify away from fossil-fuel reliance, which can
be addressed through efforts to advance a green
transition in the region.

As a green transition advances in the region,
green jobs are appearing more prominently
in national development strategies and plans.
Large-scale renewable energy strategies have
been developed in China, India and Indonesia,
alongside long-term low-carbon strategies that
make only fleeting references to employment and
jobs (China, 2020; India, MEFCC 2022; Indonesia,
MEF 2021). More recently, however, strategies
have begun to explicitly address green jobs. For

instance, the Philippines launched its National
Green Jobs Human Resource Development Plan
2020-2030 in 2025, which sets out the national
strategic framework to guide the development of
a sustainable workforce (Philippines, DOLE 2024);
and in Thailand, different policies and plans seek
to increase green jobs and green skills such as by
supporting the environmental goods and services
sectors and investing in research and development
(PAGE 2023).

Jobs in the renewable energy sector have been
on therise, but they represent only part of the
broader green jobs landscape. Indeed, China
alone accounted for 7.4 million jobs in renewable
energy in 2024 - equivalent to 46 per cent of the
global total - and India, Japan and the Republic of
Korea are each also making significant headway
in increasing the number of renewable energy
jobs (IRENA and ILO 2024). However, green jobs
extend beyond the renewable energy sector
and encompasses jobs in other areas, including
those relating to restoring and preserving the
environment - including minimizing waste and
pollution, protecting and restoring ecosystems,
and mitigating the impacts of climate change
(ILO 2023). Strategies and initiatives in this regard
that generate green jobs include the development
and use of climate-smart agriculture in the Lao
People's Democratic Republic, greener waste
management in the Philippines and the circular
economy vision in Japan.’® An analysis of LinkedIn
job postings also found that hiring for green jobs in
Asia and the Pacific grew by 30 per cent between
2016 and 2021 (Chua 2022). More recent analysis of
LinkedIn data (between 2023 and 2024) suggests
that the demand for green talent is far outstripping
the supply in countries in the Asia and the Pacific
with available data, including Australia, India,
Malaysia, the Philippines, Singapore, Thailand and
Viet Nam (LinkedIn 2024).

9 UNDESA, “Ensure Sustainable Consumption and Production Patterns”.

10 See: SNV, “Climate Smart Agriculture: Lao PDR"; Philippines, “Public-Private Partnerships for a Transition to a Circular Economy
through an Improved Solid Waste Management System”, 20 March 2025; Japan, Ministry of Economy, Trade and Industry,

“Circular Economy Vision 2020".


https://unstats.un.org/sdgs/report/2019/goal-12
https://www.snv.org/project/climate-smart-agriculture-lao-pdr
https://ppp.gov.ph/ppp_events/public-private-partnerships-for-a-transition-to-a-circular-economy-through-an-improved-solid-waste-management-system/
https://ppp.gov.ph/ppp_events/public-private-partnerships-for-a-transition-to-a-circular-economy-through-an-improved-solid-waste-management-system/
https://www.meti.go.jp/shingikai/sankoshin/sangyo_gijutsu/haikibutsu_recycle/pdf/034_05_00.pdf

» Europe and Central Asia
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GDP growth in Eastern Europe and Central and
Western Asia remains mixed, with geopolitical
factors continuing to have spillover effects.
GDP growth in Eastern Europe was estimated
to decrease from 3.4 per cent in 2024 to 1.3 per
cent in 2025 - attributable in large part to the
slowdown in the Russian Federation (IMF 2025a).
Long-standing economic ties between the Russian
Federation and many of the countries in Central
and Western Asia have increased exposure for
these countries. Despite this, for Central and
Western Asia, GDP growth of 4.1 per cent in
2025 improved from 3.8 per cent a year earlier
and is expected to remain at around 4.0 per
cent into 2026. However, economic downturn in
the Russian Federation could negatively impact
remittance inflows, domestic demand and fiscal
balances in Central Asia in particular (Barisitz 2025).
Meanwhile, countries such as Georgia, Kyrgyzstan,
Tajikistan and Uzbekistan have seen strong private
consumption in light of healthy real wage growth
and remittances (IMF 2025d). Investment in infra-
structure, energy and mining has also contributed
to growth in Central and Western Asia, such as in
Kazakhstan (ADB 2025). Further spillovers from
global tensions could weaken growth in the region

by disrupting inward investment and supply chains,
reducing demand for exports and by tightening
capital markets (EIU 2025c; IMF 2025d).

Northern, Southern and Western Europe is
expecting to see stable yet modest growth,
despite recent trade uncertainties. GDP growth
was estimated at 1.2 per cent in 2025, marginally
higher than 1.1 per cent a year earlier (IMF 2025a).
The slight uptick in 2026 to 1.3 per cent reflects
a continued positive trajectory for the short term
(IMF 2025a). Strong wage growth and increased
investment from EU funding is expected to sup-
port strong growth in Central Europe’s largest
economy, Poland, bringing a subregional growth of
2.4 per cent for 2025 (World Bank 2025a)." Looking
beyond 2026, real wage growth and employment
are expected to be strong in Europe, and boosts
in government spending on infrastructure and
defence should work to strengthen demand within
the euro area and set favourable conditions for
growth (ECB 2025). Relatively slow growth is
estimated for the euro area, at 1.2 per cent in 2025
and 1.0 per cent in 2026 (ECB 2025). This relatively
weak growth projection may also adversely affect
non-euro-area exporters in Eastern Europe and
the Balkans (World Bank 2025a)."?

Labour market trends in Europe and Central Asia

In Northern, Southern and Western Europe,
headline labour market indicators of
employment and unemployment appear rela-
tively stable, but beneath the surface, there are
signs of both labour shortages and surpluses.
The employment-to-population ratio was estimated
at 54.6 per cent in 2025; the unemployment rate
stood at 6.2 per cent (relatively unchanged from
2024); and labour force participation decreased
only marginally year on year, reaching 58.1 per cent
in 2025 (see table 2.5). However, other measures
suggest that Europe is experiencing labour short-
ages in different occupations. For instance, in the
European Union, 98 per cent of occupations exam-
ined were found to be in shortage in at least one
country (ELA 2025). Occupations with the greatest

shortages included welders, nursing professionals,
cooks and electricians. At the same time, there are
also significant surpluses across the subregion in
different occupations, which may partly reflect
job replacement by technology (ELA 2025). The
shortages and surpluses represent both changing
labour demand and skill mismatches across the
subregion, driven by structural factors such as
ageing populations, as well as the green and
digital transitions, which are affecting the skills
composition of labour demand.

In both Eastern Europe and Central and Western
Asia, decent work deficits persist. In these
regions, informality remains prevalent (albeit
relatively low compared to other regions), but there
has been ongoing progress. In Eastern Europe,

11 “Central Europe” in the context of the cited World Bank report refers to Bulgaria, Hungary, Poland and Romania.

12 “Eastern Europe and the Balkans” in the context of the cited World Bank report refer to Albania, Bosnia and Herzegovina, Kosovo
(as defined in UN Security Council resolution 1244 of 1999), Montenegro, North Macedonia and Serbia (Western Balkans), and

Belarus, Republic of Moldova and Ukraine (Eastern Europe).
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Table 2.5. Estimates and projections for employment, unemployment, the labour force and informal
employment, Europe and Central Asia and subregions, 2015-27 (percentage and million)

Employment-to-population ratio (percentage)

Europe and Central Asia 53.1 53.3 55.3 54.9 54.6 54.4
Central and Western Asia 51.1 49.0 53.0 52.8 52.7 52.6
Eastern Europe 55.8 55.8 57.3 56.9 56.4 56.1
Northern, Southern and Western Europe 52.0 53.3 54.8 54.6 54.3 54.0

Employment (million)

Europe and Central Asia 401.4 410.6 429.7 428.7 427.9 427.4
Central and Western Asia 66.3 68.6 776 78.2 7941 79.9
Eastern Europe 138.1 136.6 1371 136.1 135.2 134.4
Northern, Southern and Western Europe 197.0 205.4 215.0 214.3 213.6 213.0

Unemployment rate (percentage)

Europe and Central Asia 8.5 VA 5.5 5.5 5.5 5.5
Central and Western Asia 8.0 9.2 6.8 6.7 6.8 6.9
Eastern Europe 6.6 5.6 3.7 3.7 3.7 3.6
Northern, Southern and Western Europe 10.0 7.3 6.1 6.2 6.2 6.1

Unemployment (million)

Europe and Central Asia 374 31.3 25.0 24.9 24.9 24.7
Central and Western Asia 5.8 7.0 5.7 5.6 5.8 5.9
Eastern Europe 9.8 8.1 5.3 5.2 5.2 5.0
Northern, Southern and Western Europe 21.9 16.2 14.0 141 14.0 13.8

Labour force participation rate (percentage)

Europe and Central Asia 58.1 57.4 58.5 58.1 57.8 57.5
Central and Western Asia 55.6 54.0 56.8 56.6 56.5 56.5
Eastern Europe 59.7 59.1 59.5 59.1 58.6 58.2
Northern, Southern and Western Europe 57.8 57.5 58.4 58.1 57.8 57.5

Labour force (million)

Europe and Central Asia 438.8 441.8 454.6 453.6 452.8 452.1
Central and Western Asia 721 75.6 83.3 83.9 84.9 85.8
Eastern Europe 147.9 144.6 142.3 141.3 140.3 139.4
Northern, Southern and Western Europe 218.8 221.6 229.0 228.4 227.6 226.8

Informal employment rate (percentage)

Europe and Central Asia 14.3 12.9 12.0 11.9 11.8 n/a
Central and Western Asia 37.5 33.8 31.6 31.5 31.2 n/a
Eastern Europe 16.5 15.1 13.9 13.8 13.6 n/a
Northern, Southern and Western Europe 4.8 4.4 37 3.6 3.5 n/a

Key: n/a = data not available.
Source: ILOSTAT, ILO modelled estimates, November 2025.



13.8 per cent of the employed population were
estimated to be in informal employment in 2025
and 31.5 per cent in Central and Western Asia.
Progress in reducing informality has been sub-
stantial in Central and Western Asia - where the
majority of informal workers are in agriculture
(ILO 2025g) - with the informal employment rate
decreasing from 37.5 per cent in 2015. This has
been driven by factors including structural

2. Employment and social trends by region

transformation and urbanization, and the creation
of more jobs outside of agriculture (UNDP 2024).
In addition, in Central and Western Asia, the share
of the youth population (aged 15 to 24) classified
as NEET was estimated at 19.0 per cent in 2025.
The rate was considerably higher for young
women, at 24.9 per cent, compared with 13.3 per
cent for young men.

Ageing populations in Europe and Central Asia

Europe and Central Asia are expected to
experience a significant ageing of their popula-
tions over the medium to long term. The old-age
ratio - the number of persons aged 65 and above
per 100 persons aged 15 to 64 - is projected to
increase in the region from 28 per 100 in 2024
to 43 per 100 in 2050 (De Gobbi et al. 2025). The
largest change is expected in Southern Europe,
with the ratio projected to almost double from 36
to 66 per 100 by 2050. While the old-age ratios in
Central and Western Asia are currently much lower
than in Europe, these regions will also experience
the effects of ageing populations. Western Asia is
projected to see the greatest proportional increase
in the old-age ratio in the region, rising from 16
to 34 per 100 by 2050. However, inward migration
will help to moderate increases in these ratios.
Without any inward migration into the region, the
regional ratio would be around 3 persons per 100
higher in 2050, showing that the effects of demo-
graphic change within the region are expected to
far outweigh the scale and impact of international
migration.

Without proactive policies, demographic
change risks worsening economic and labour
force outcomes through multiple channels.
Increased spending on public pensions, health-
care and other forms of social security can place
a substantial drag on public finances, crowding
out resources for capital investments and
innovation (De Gobbi et al. 2025). In countries
experiencing population declines - particularly in
Eastern, Southern and Western Europe subregions
(INED 2024) - firms may pull back on research and
development investment in anticipation of falling
domestic demand, which could slow productivity
growth and long-term competitiveness. An ageing
population will also increase demand for care and
social services, placing additional pressure on the
labour force; simultaneously, higher productivity
sectors would need to achieve elevated product-
ivity growth to offset any average slowdown
(Duernecker and Sanchez-Martinez 2021). Beyond

this, younger workers tend to adopt new technol-
ogies more readily, meaning ageing workforces
could slow down the diffusion of innovation, reduce
technological adoption rates and limit potential
productivity gains, thereby amplifying the drag
of demographic shifts on economic performance.

Demographic change is expected to represent
a significant drag on growth in some sub-
regions, showing the potential cost of inaction
and the need for targeted policy interventions.
Figure 2.5 demonstrates the expected impacts of
demographic change on annual GDP growth up to
2050 in percentage points (De Gobbi et al. 2025). It
shows that Southern Europe could forego annual
GDP growth of more than a percentage point on
the back of falling working-age population growth,
as well as decreasing employment growth and
labour force growth. In Central and Western
Asia, anticipated increases in the working-age
population are expected to be partially offset by
decreases in overall employment rates, as par-
ticipation rates for those aged over 50 years have
been historically low in the region.

Well-targeted policies to adapt the labour force
to demographic changes can work to improve
long-term growth and employment outcomes.
The shrinking and ageing population faced by
Europe and Central Asia demonstrates the need
to actively retain workers for longer periods and
to attract those currently unemployed or outside
the labour force (UNECE 2025). Between 1991 and
2023, labour force participation rates of women
aged 55 to 64 in Europe more than doubled - from
26.2 to 58.1 per cent. By contrast, in Central and
Western Asia, this proportion is forecast to remain
below 35 per cent up to 2050 (De Gobbi et al. 2025).
Technological innovation and Al can potentially
drive efficiency gains that partially offset the
demand for labour that countries will struggle to
meet, provided workers possess the required skills.
Countries also have opportunities to boost par-
ticipation rates by focusing on population groups
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with high NEET rates. Persons with disabilities have creating more opportunities for them to access
disproportionately high NEET rates, although productive and decent employment (De Gobbi
digitalization, AI and remote working are all et al. 2025).

» Figure 2.5. Impact of demography and the employment rate on average annual GDP
growth in Europe and Central Asia by region, 2024-50 (percentage point)
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Key: LFPR = labour force participation rate.

Note: The number in parentheses shows the total global percentage point change in the GDP over the period. Blue
denotes the direct impact of changes in the working-age population through the birth and death rate and through
migration; red denotes any changes in employment as a share of the working-age population (aged 15 and above)
in the baseline scenario; and teal denotes stagnant labour force participation rates (projected in the baseline to
improve marginally). Bold numbers show the combined effect of all three components. Growth rates in labour
productivity of those employed are not shown and represent a policy lever.

Source: De Gobbi et al. (2025).
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Shifting patterns
of trade and
employment

Key messages

P In the globalized economy in 2024, around 465 million jobs in 80 countries
and territories depended on foreign demand through exports of goods
and services and their related supply chains. Jobs in sectors with more trade
linkages are generally of a higher quality, with lower informality, better pay and
a greater inclusion of women and youth in low- and middle-income countries,
compared to jobs in sectors depending less on foreign demand.

» Trade-linked employment reflects global trade patterns and remains
broadly stable overall, even as trade-linked jobs in services expand and
those in goods trade declines. However, major disruptions driven by trade
uncertainty could have a significant impact on labour markets.

» Market services accounted for nearly half of trade-linked employment, at
49 per cent in 2022 - up from 36 per cent in 1995. This reflects the growing
role of services and knowledge-intensive activities in global supply chains.

» Trade and investment flows among low- and middle-income countries are
expanding - from 6 per cent in 2005 to 14 per cent in 2024. However, efforts
to regionalize trade for resilience remain uneven, and low- and middle-income
countries risk being left behind in global supply chain reconfigurations. Low-
income countries continue to be largely excluded from cross-border invest-
ment flows, attracting only 1.2 per cent of global foreign direct investment
(FDI) inflows in 2024. This exclusion limits their ability to integrate into global
supply chains and constrains opportunities to create more and better jobs.
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» Introduction

Chapter 1 of this report underscored the prom-
inence of macroeconomic uncertainty as a
defining feature of the current global landscape,
with significant implications for growth and
labour market dynamics. Within this broader con-
text, trade policy uncertainty (TPU) has consistently
emerged as a critical dimension - highlighted by
major economic outlook reports (IMF 2025; World
Bank 2025). This illustrates the evolving nature of
global trade, shaped by both long-term structural
transformations and more recent developments.

Global trade and investment patterns have
shifted markedly in the past decade. Services
trade now constitutes a growing share of global
commerce, while FDI flows - despite a recent uptick
- are on a declining trend. Regionalizing trade to
strengthen supply chain resilience remains uneven,
hindered by complex global ties and firms’ reluc-
tance to fully reconfigure. As a result, low-income
countries face the risk of missing opportunities to
integrate into global supply chains.

Concurrently, the frequency of restrictive trade
measures has increased, contributing to a more
fragmented and uncertain trading environment.
These developments carry important short-term
and long-term implications for labour markets,
as enterprises and workers need to continuously
adjust to shifting realities to ensure their con-
tinued competitiveness and participation in the
labour market.

Trade is not only about exchanging goods and
services, but also about raising living stand-
ards and ensuring full employment, as recog-
nized in the Marrakesh Agreement Establishing
the World Trade Organization (WTO). In 2024,
approximately 15 per cent of all jobs were directly
or indirectly linked to trade. Jobs linked to trade
and investment tend to offer better wages, more
formal employment arrangements and higher

skill requirements compared to the domestic
average. However, disparities remain across
job types and tiers of supply chains, with poor
working conditions and low wages still preva-
lent in lower tiers of supply chains (ILO 2021).
Indeed, when gains from trade do not spread
widely, inequalities within countries, sectors and
firms can deepen (UNCTAD 2019; World Bank
and WTO 2018).

Despite these challenges, global labour markets
have shown resilience. As noted in Chapter 1,
annual employment growth has remained steady
at around 1 per cent. Importantly, trade-linked
employment has also held broadly stable in
aggregate terms, even as its composition shifts -
the share of services trade continues to expand
while the share of goods trade declines. The ques-
tion now is how current uncertainties will shape
future trajectories.

Some enterprises and workers are more vul-
nerable to disruptions than others. For instance,
manufacturing remains particularly exposed to
trade uncertainty. One third of manufacturing
workers in middle-income countries are employed
in industries reliant on foreign demand, and any
sectoral reallocation aimed at bolstering domestic
production could entail disruptive transitions.
Moreover, rising trade costs may negatively affect
returns to labour across all sectors.

This chapter analyses these dynamics in greater
depth, examining how uncertainties relating
to trade and investment intersect with labour
market outcomes. The next section presents
trends in trade, FDI and employment directly or
indirectly related to trade through supply chains.
The following two sections present the shifting
patterns of trade in terms of sectoral composition
and regionalization, respectively.

» Trends in trade, foreign direct investment

and employment

Trends in international trade in a context of trade policy uncertainty

In 2025, the global trade environment is best
characterized by uncertainty about the future
configuration of trade flows rather than outright

disruptions, as both goods and services trade
are projected to expand in volume. Trade uncer-
tainty can be rooted in policy decisions, such as



the implementation of protectionist measures and
geopolitical tensions, or natural disasters causing
significant disruptions to supply chains (see
box 3.1). The former includes not only trade policy
measures, such as tariff and non-tariff barriers,
but also more complex policy bundles that ulti-
mately shape the trade environment.

3. Shifting patterns of trade and employment

In the face of uncertainty, global trade value rose
by about 2.5 per cent in the second quarter of
2025, largely driven by frontloading - as firms
accelerated shipments and orders in anticipation
of further tariff increases (UNCTAD 2025a). Yet,
distortions in trade flows are becoming evident,
including significant declines in United

» Box 3.1. Implications of trade uncertainty for labour incomes

Increases in global trade uncertainty can arise not only from major policy shifts but also from nat-
ural disasters or any events that cause severe trade and supply chain disruptions. Such upheavals
pose significant challenges for workers and enterprises.

Expectations of higher future tariffs and other restrictive trade measures fuel trade policy uncer-
tainty (TPU) and can prompt firms engaged in global supply chains to scale back investment plans
and adjust pricing strategies (Caldara et al. 2019). At the same time, during an episode of trade
policy tensions from 2018 to 2019, firms in sectors exposed to United States-China trade flows had
significantly lower expectations about future employment and labour productivity than those in

sectors not directly affected (Amiti et al. 2021).

Severe disruptions caused by global shocks have heightened trade uncertainty. COVID-19 lock-
downs triggered supply- and demand-side disturbances, reducing cross-border trade and causing
job and income losses in key sectors (Brenton, Ferrantino and Maliszewska 2022; ILO 2020).
Localized shocks have also had global spillovers. The 2011 Japan earthquake created logistics
bottlenecks that forced reconfigurations in automotive and electronics supply chains (Freund et
al. 2021); while prolonged capacity cuts through the main trading routes of the Panama and Suez
Canals raised shipping costs, delayed deliveries and disrupted supply chains. These effects were
ultimately passed on in higher global consumer prices and created risks for countries that rely
heavily on trade for essential consumer goods (OECD 2024; UNCTAD 2024a).

Recent estimates suggest that the current episode of trade uncertainty could have similarly
adverse effects, with studies indicating that rising tariff uncertainty could reduce GDP growth
by 0.1 to 0.25 per cent (IMF 2025; WTO 2025a). Similarly, empirical evidence based on EU data
suggests that the average economic policy uncertainty shock’ reduces economic growth by about
0.45 percentage points over a one-year period (European Commission 2024).

To assess the potential impact on returns to labour, the ILO incorporated TPU into a computable
general equilibrium (CGE) model of the Global Trade Analysis Project (GTAP) through adjustments
to iceberg-type trade costs for exporting firms, representing higher inventory and logistics costs
due to increased risks of import value loss. In addition, the model accounts for firms’ shifts in
preferences towards more domestically sourced intermediates to mitigate the risk of supply

disruptions.?

ILO estimates show that a moderate rise in TPU could lower returns to labour and, consequently,
real wages for both skilled and unskilled workers across all sectors (see figure B3.1.1). In this
scenario, losses are most pronounced in regions deeply integrated into global supply chains,
notably South-Eastern Asia and Southern Asia, where wages are projected to decline by more
than 0.45 and 0.3 per cent annually, respectively. In Europe, returns to labour are expected to
fall by about 0.3 per cent annually, affecting skilled and unskilled workers almost equally, while
Northern America and Latin America and the Caribbean are to experience comparatively smaller

contractions.

1 EUdata covering the period from 2001 to 2024. Average economic policy uncertainty shock is equivalent to one standard-
deviation (around 50-unit) increase in the uncertainty index.

2 Inthe moderate TPU scenario, trade costs are assumed to increase by an average of 0.5 per cent annually by 2029, while
home bias in goods rises by 1 per cent in the first year and 0.5 per cent in each of the following four years, relative to
the baseline scenario. Appendix B details the estimation methodology used to derive the results with the help of the

GTAP CGE model.
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» Box 3.1. (continued)

» Figure B3.1.1. Average annual change in return to labour, relative to baseline, between

2025 and 2035 (percentage)

East Asia

European Union and United Kingdom

Latin America and the Caribbean

Middle East and North Africa

Northern America

Oceania

South Asia

South-East Asia -0.5
Sub-Saharan Africa

Rest of world

Source: ILO estimates based on GTAP Resource Display simulations. The details on the methodology are shown in

Appendix B.

States-China bilateral trade from the second
quarter of 2025 (OECD 2025a), and a simultaneous
diversion of trade flows towards the Association
of Southeast Asian Nations (ASEAN) and other
third countries (IMF 2025). Global trade, which
stood at 57.3 per cent of GDP in 2025, was pro-
jected to grow by around 3 to 3.6 per cent in 2025

(IMF 2025; World Bank 2025; WTO 2025b), while
trade growth in 2026 is projected to remain sub-
dued at 2.3 per cent (see figure 3.1)." Although
global trade growth and its share in GDP have
remained close to their 2010 levels, these recent
developments underscore the uncertainty and
ongoing shifting patterns in global trade.

Dwindling foreign direct investment

FDI flows face significant downside risks in 2025
to 2026, given their heightened sensitivity to
rising trade uncertainty. In such conditions,
firms typically adopt more cautious investment
strategies, particularly delaying or scaling back
new projects, such as greenfield FDI (Boeckelmann
et al. 2024; IMF 2025). Preliminary data confirm
this trend, showing that FDI flows in the first
half of 2025 fell by 3 per cent relative to the 2024
half-year average, reflecting cautious investor
sentiment (UNCTAD 2025b). Both new FDI project
announcements and deal volumes have declined
(UNCTAD 2025c¢).

The current decrease in investment has con-
tributed to a downward trend - with global
FDI inflows falling from 5.0 per cent of global
GDP in 2007 to 1.3 per cent in 2024 (see
figure 3.2). Upper-middle- and high-income coun-
tries saw a major drop in FDI inflows as a share
of GDP, whereas the decline was more muted in
low- and lower-middle-income countries. This
shift coincides with Asia’s growing prominence,
which accounted for over 40 per cent of global
FDI inflows in 2023 and 2024 (Financial Times 2025).
While FDI flows into low-income countries stood
at 3.3 per cent of their GDP, they amounted to
only 1.2 per cent of global FDI flows. This lack of
flows relative to available funds severely hinders
their development potential.

1 After several revisions in 2025, the October edition of the International Monetary Fund's World Economic Outlook restored its
estimate for global trade growth in 2025 to levels close to those made in January (3.6 and 3.2 per cent, respectively), while
downgrading the 2026 projection by 1 percentage point, from 3.3 per cent in the January outlook to 2.3 per cent in the October
2025 release (IMF 2025). WTO economists initially projected goods trade growth of 2.7 per cent in 2025 and 2.9 per cent in 2026.
However, after several revisions, the October 2025 update to Global Trade Outlook and Statistics estimated lower growth rates

of 2.4 per cent for 2025 and 0.5 per cent for 2026 (WTO 2025b).
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» Figure 3.1. Trade in goods and services by country income group, 2000-26
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Source: ILO calculations based on World Bank World Development Indicators, with projections for 2025 and 2026 from the
IMF World Economic Outlook Database, October 2025.

P> Figure 3.2. Foreign direct investment inflows as a share of GDP by country income group,
2007-24 (percentage)
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A key driver of these FDI trends is the influence of
strategic considerations on investment decisions. In
this context, similar to trade flows, FDI is increas-
ingly shaped by geopolitical alignment: between
2013 and 2023, the share of newly announced
FDI projects between countries which are not
politically aligned declined from 23 to 15 per
cent (UNCTAD 2024b). The development of trade
and industrial policies has introduced new practices
into cross-border investment, including onshoring
and friendshoring - that is, relocating certain
production stages to domestic and politically

aligned countries (UNCTAD 2025d). Recent data
show that in 2024, growth in newly announced
FDI projects, both in value and number, occurred
only in developed economies, while developing
economies experienced declines (UNCTAD 2025c).
At the sectoral level, the most pronounced increase
in 2024 was observed in the semiconductor
industry, where greenfield investments more than
doubled compared with 2023. Nearly two thirds
of these projects were announced in Northern
America, with a total value of US$76.6 billion out of
US$120.3 billion worldwide (Financial Times 2025).

Employment linked to foreign demand through global supply chains

This evolving trade and investment landscape -
marked by rising uncertainty and increasingly
uneven FDI flows - poses risks to employment
gains. Both trade and investment have been key
drivers of global employment growth, particularly
through the expansion of export-oriented sectors
and, in some cases, deeper integration into global
supply chains. Empirical evidence supports this,
showing that trade is broadly associated with
rising employment, with notable gains for youth
and women (Doan and Trinh 2019; European
Commission 2015; ILO 2021; Kpognon, Ondoa
and Bah 2020; Nicita 2008; Winkler et al. 2023;
World Bank 2025; WTO 2024a; WTO et al. 2019).
FDI has reinforced these effects, contributing to
the creation of over 2 million jobs annually before
the pandemic (Crescenzi, Ganau and Storper 2022;
OECD 2020). It also strengthens trade linkages
(Saurav, Liu and Sinha 2020) and integrates
domestic firms into global supply chains,
particularly in low- and middle-income coun-
tries (Hoekman and Sanfilippo 2023; Sgrignoli
et al. 2017).

In the 80 countries and territories with available
data, 465 million jobs were linked to the global
trade in goods and services in 2024, representing

15.3 per cent of total employment (see figure 3.3).2
Employment linked to trade includes all activities
that directly or indirectly, through supply chains,
meet foreign demand. Its regional distribution
largely reflects the size of the labour force. Asia
and the Pacific accounts for more than half of these
jobs (278 million), followed by Europe and Central
Asia with 96 million. The share of employment
linked to trade within regions varies from 12.3 per
cent in Africa to 24.6 per cent in Europe and Central
Asia. Within Asia and the Pacific, the subregion of
South-Eastern Asia stands out with 24.1 per cent
of its employment linked to trade.

In 2024, the share of global employment linked to
trade remained close to its 2012 level across the
80 countries and territories with available data
(see figure 3.4), reflecting the prolonged stagnation
in global trade. After falling by 2 percentage points
in the wake of the global financial crisis in 2008,
and then again by 0.8 percentage points during
the COVID-19 crisis in 2020, the share rebounded
by 1.4 percentage points to reach 15.3 per centin
2024. This suggests that trade was an important
driver in the post-COVID employment recovery in
all regions, apart from the Americas (see figures 3.3
and 3.4).

» Figure 3.3. Share of employment linked to trade by region, 1995-2024 (percentage)
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Note: Estimates based on data available for 80 countries and territories covering 85 per cent of global employment.

Source: ILO estimates based on ADB (2025) and OECD (2025b). See box 3.2 for the methodology.

2 The 80 countries and territories encompass 85 per cent of global employment.
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» Figure 3.4. Employment linked to trade per region as a share of total employment across
all regions, 1995-2024 (percentage)
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Note: Data shows employment linked to trade in each region as a share of total employment across all regions.
Estimates include 80 countries and territories encompassing 85 per cent of global employment.

Source: ILO estimates based on ADB (2025) and OECD (2025b). See box 3.2 for the methodology.

» Box 3.2. Estimating employment linked to foreign demand

The estimate of employment related to foreign demand is based on input-output modelling. Multi-country,
multi-sector input-output tables permit the estimation of the value added required throughout the domestic and
foreign supply chain to satisfy a certain final demand. The methodology involves multiplying the technical require-
ment matrix, also called Leontief inverse, with an appropriate demand vector (Timmer et al. 2015). For each country
and sector, the method yields the share of value added required to satisfy total private and public consumption and
investment in foreign countries.

The analysis in this report uses the 2025 version of the inter-country input-output tables of the Organization for
Economic Co-operation and Development (OECD 2025b). This database covers 50 economic activities in 80 countries and
territories from 1995 to 2022. To derive estimates for 2023 and 2024, the analysis is supplemented with the multi-region
input-output tables of the Asian Development Bank (ADB) in its 74 economies version, which covers 35 economic activ-
ities for the years 2022 to 2024. The two databases have 61 economies in common, with 19 economies being exclusive
to the OECD database and 13 mostly Asian economies exclusive to the ADB database. Employment per sector is derived
from the ILO Harmonized Microdata repository, with missing values estimated using an equivalent methodology as is
used for the ILO modelled estimates (ILO 2025a). The share of employment linked through trade to foreign demand
within each economic activity included in the databases is assumed to be the same as the share of value added that
has been established to be linked through trade. It is noteworthy that implied trade-related employment shares for
2022 can differ by a few percentage points at the sector level between both databases, despite the use of identical
methodology and employment figures.

Time-series estimates from 1995 to 2024 are generated for the 80 countries and territories included in the OECD
database, where the estimates up to 2022 stem directly from the input-output methodology. For the 61 economies
covered also by the ADB database, the annual changes between the years 2022 and 2024 in the share of employment
linked to trade within six aggregate sectors are carried forward as of 2022. For the 19 economies unique to the OECD
database, the trade-related employment shares within the detailed breakdown of economic activities from 2022 are
also used for 2023 and 2024. For those economies, changes in the aggregate change in trade-related employment
stem only from sectoral employment shifts - which is an important part of overall changes.

The 80 countries and territories cover 85 per cent of global employment. Data availability by region: Africa (11 countries,
45 per cent of employment), Americas (9, 85 per cent), Arab States (3, 42 per cent), Asia and the Pacific (20, 96 per cent)
and Europe and Central Asia (37, 91 per cent).
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Decent work in global supply chains

Decent work is essential to ensuring that trade
can deliver benefits that extend beyond eco-
nomic gains to social progress. Trade can drive
growth and create employment, but these gains
risk being undermined if the jobs created are not
secure and fail to provide a fair income or uphold
fundamental rights. While existing research has
often focused on employment and wages, the ILO
has advanced analysis on the links between trade
and decent work.3 This section examines a range
of indicators reflecting decent work deficits and
demographic factors to assess the quality and
inclusiveness of trade-related employment.

Sectors with a higher share of employment linked
to trade tend to have lower informality rates, a
higher share of employees and a lower incidence of
low pay among employees than sectors depending
less on foreign demand. Therefore, jobs linked
to trade are less likely to be informal or of low
pay than jobs not linked to trade (see figure 3.5).
These patterns reinforce evidence suggesting that
jobs in trade and global supply chains tend to be
more productive, with better remuneration and
working conditions than those in the domestic
economy (OECD 2018; World Bank 2025). This is
particularly the case in low- and middle-income

countries, where informal activities remain
widespread. In lower-middle-income countries,
activities linked to foreign demand tend to have
a higher share of high-skilled occupations. In
contrast, there is a lower share in upper-middle-
and high-income countries, where high-skilled
occupations are more likely to be in public and
private sector services, which are less linked to
foreign demand.

In low- and middle-income countries, youth and
urban workers are more likely to work in sectors
with higher linkage to foreign demand than
adults and rural workers, suggesting that these
groups can benefit more from deeper integration
into global supply chains. High-income countries
demonstrate a significant gap in the opposite
direction. Women are relatively over-represented in
sectors less linked to trade, such as education and
care, explaining why women are under-represented
in trade-linked employment in upper-middle- and
high-income countries, where such sectors are
more important. Such government-financed
employment opportunities are often limited in
low- and middle-income countries, making trade-
related employment an important stepping stone
for women into the formal labour market.

P Figure 3.5. Average incidence of employment characteristics in trade compared to non-
trade-related employment by country income group, 2024 (percentage point)
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Employment type World middle-income income High-income
High-skilled occupation -1.2 I I 2.7 -5.0 .

Informal employment

A

-11.3
Low monthly pay employees m -3.0 . m

Demographic

Female employment -2.0 I
Rural employment m
Youth employment -0.5 |

|2 06|

ol N

| 05 |06 15

Note: The figure compares the incidence of employment types or demographic groups in employment linked to
trade to employment not linked to trade. The average incidence is derived as the weighted average of sectoral
incidences, where the sectoral weights are given by the sector's employment share in total employment times the
share of employment linked to trade within that sector, or alternatively, one minus the share of employment linked
to trade. A positive number means a relative over-representation of the group in trade-related activities, and hence
under-representation of the opposite group, for example women and men, Low monthly pay employees are those
earning less than two thirds of the median monthly labour income of employees in a country. Youth refers to those
aged 15 to 24. Estimates include 80 countries and territories encompassing 85 per cent of global employment.

Source: ILO estimates based on ADB (2025) and OECD (2025b). See box 3.2 for the methodology.

3 For example, see research on trade and decent work: ILO 2023a, 2023b; and “ILO Decent Work in Supply Chain Evidence Hub”

(accessed 13 November 2025).


https://supplychainshub.ilo.org/

However, the sectoral composition of trade has
a significant impact on gender-differentiated
employment outcomes. In many low- and middle-
income countries, women remain concentrated in
low-productivity, export-oriented manufacturing
jobs, particularly in labour-intensive and price-
competitive sectors (Tejani and Kucera 2021; Tejani
and Milberg 2016). Yet, the female employment
share tends to decline as technological upgrading
raises labour productivity in these same export-
driven industries, including textiles, garments,
footwear, food and tobacco, and machinery and
equipment (Tejani and Kucera 2021).

These gender-based patterns reflect a broader
trend in which the benefits of trade have not
been distributed evenly. Evidence shows dispar-
ities across sectors and countries (UNCTAD 2019;
World Bank and WTO 2018), as resources often shift
towards more competitive activities, favouring more
productive firms and skilled workers (WTO 2017).
Although this reallocation can improve efficiency,
it can also widen disparities in employment and
income, particularly if there are limited spillover
effects between trade-related activities and the
rest of the economy (ADB et al. 2021; RIGVC-UIBE et
al. 2023). For example, if export-oriented industries
integrate globally, but remain weakly connected to
domestic suppliers and labour markets, product-
ivity gains may not diffuse widely, constraining
growth (Moreno-Brid et al. 2021) and contributing
to within country inequalities.

Moreover, these uneven outcomes are not only
evident across sectors and countries but also
across different nodes of global supply chains.
Workers in lower-tier suppliers and export pro-
cessing zones can face poor working conditions,
including low wages, limited labour protections
and exposure to occupational hazards (ILO 2020;

3. Shifting patterns of trade and employment

RIGVC-UIBE et al. 2023). In sectors such as textiles
and apparel, where supply chains are long and
fragmented, decent work deficits remain evident
despite the sector’s global integration (ILO 2025b).

Within this context, alternative approaches to
inclusive trade have gained ground. Social and
solidarity economy entities and networks
- such as fair-trade organizations, producer
cooperatives and social enterprises, among
others - increasingly contribute to sustainable
and inclusive forms of trade (Dragusanu,
Montero and Nunn 2018; Pérez, Hunt and Binat
Sarwar 2022). Developed through cooperatives
and other social entities, they are often under-
pinned by voluntary sustainability standards and
social procurement schemes. There is significant
heterogeneity, but some initiatives have shown
signs of stability and adaptability in the face of
recent global supply chain disruptions (Billiet et
al. 2021; Ciliberti, Frascarelli and Martino 2020).

Regional trade agreements also increasingly
incorporate references to labour commitments
that promote, protect and enforce labour stand-
ards and workers' rights, including for women
and youth. Of the 378 trade agreements in force
and reported to the WTO, about one third (128)
include such labour provisions.* Roughly 20 per
cent of trade agreements with labour provisions
are between South-South trading partners. In
some cases, these labour provisions have sup-
ported key labour law reforms even before trade
agreements were ratified (ILO 2023b). They have
also helped address systemic labour market
challenges such as gender discrimination, restric-
tions on freedom of association and child labour
(Corley-Coulibaly, Grasselli and Postolachi 2023).
Nonetheless, implementation and enforcement
continue to pose substantial difficulties.

» Shifting composition and regional patterns of trade

and employment

Employment linked to trade has been under-
going a significant transformation in the past
decade shaped by a combination of factors,
including productivity gains, shifts in demand
and changing patterns of trade and investment.
Building on the trends outlined above, this section
examines these transformations. It focuses on

changes in the composition, such as the rising share
of services trade relative to goods, and regional
patterns of trade. For both dimensions, the analysis
considers their implications for employment. It also
examines productivity gains linked to these shifts.

4 SeeILO, “Labour Provisions in Trade Agreements Hub” (accessed 22 December 2025).
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The rise of services in international trade

While goods trade as a share of global GDP has
declined since 2008, services trade has steadily
expanded, reaching 14.1 per cent of GDP and
24.9 per cent of all trade in 2024 (see figure 3.6).
This growth reflects the increasing role of services
in global supply chains and the rising demand for
knowledge-intensive activities. Between 2023 and

2024 alone, services trade increased by 9 per cent,
supported by a recovery in tourism following
pandemic-related disruptions and higher transport
prices linked to supply chain adjustments, along
with rising demand for digitally delivered services
such as IT, business process outsourcing and
cloud-based solutions (WTO 2025a) (see box 3.3).

» Figure 3.6. Trade in goods and services as a share of global GDP, 1990-2024 (percentage)
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Source: World Bank World Development Indicators.

» Box 3.3. Digitally delivered services trade

0
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M Trade in services

Trade in digitally delivered services (DDS)' has been rising steadily over the past two decades,
outpacing the growth of both total trade and services trade. In 2024, DDS accounted for 14.5 per
cent of global exports (WTO 2025a). The composition of DDS is shifting toward higher-value
segments, such as computer, information and other business services, as well as intellectual
property. Services value chains are networks of activities that create and deliver services across
borders, adding value at each stage - from design and development to delivery and support.
They rely on knowledge and technology rather than physical goods and often operate through

digital platforms.

DDS play a critical role in services value chains by providing the infrastructure and capabilities
that allow services activities to be coordinated and executed across borders through, for example,
cloud computing, software development and digital platforms. For example, in an IT services value
chain, DDS allow software design in India, testing in Eastern Europe and customer support from
the Philippines - all coordinated digitally for clients in Europe or Northern America.

At the regional level, there has been sharp growth in DDS exports (ILO, forthcoming). This reflects
growing maturity and integration of digital ecosystems. Since 2014, Asia and the Pacific, along
with the Arab States, have shown particularly impressive growth, with Africa’s growth doubling

over the past decade (see figure B3.3.1).

1 DDS are defined as “all international trade transactions that are delivered remotely over computer networks” (IMF et

al. 2023).



» Box 3.3. (continued)
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» Figure B3.3.1. Total digitally delivered services exports by region, 2005-24 (2005 = 100)
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Source: IMF et al. (2023).

Globally, real services trade increased by 85 per
cent between 2008 and 2024, compared to
33 per cent for goods (see figure 3.7). The faster
expansion of services occurred across all income
groups, except low-income countries, which none-
theless reached the highest relative trade growth.
Aggregate trade data likely underestimate the
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value of services for global trade, since manufac-
turers rely on local services providers to supply
part of the value added of the exported good
(Cernat 2024; UNCTAD 2025e). A closer look at the
sectoral composition of employment linked to trade
reveals the major importance of services sector
jobs for international trade, and vice-versa.

» Figure 3.7. Exports of goods and services at constant prices by country income group, 2024
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Note: Exports at constant prices are derived using the GDP deflator.

Source: Calculations based on World Bank World Development Indicators.
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Rising number of services jobs depending on foreign demand

Manufacturing and market services have the
largest employment exposure to international
trade. In 2024, 34.1 and 22.9 per cent of the
global workers in these respective sectors were
linked to foreign demand (see figure 3.8).> The
share of manufacturing workers linked to foreign
demand varies between 30.7 per cent in low- and
lower-middle-income countries to 42.0 per cent in
high-income countries. At 27.7 per cent, high-
income countries also host the largest share of
market services workers linked to foreign demand.

The rest of the economy category includes agri-
culture, construction, utilities and non-market
services, among other sectors. Employment in
these sectors has an average trade exposure of
5.2 per cent, largely due to the low tradability of
domestically oriented activities such as construc-
tion and utilities. In agriculture, labour intensity
is relatively low in high-income countries, while
in low- and lower-middle-income countries,
much of agricultural employment is in informal
subsistence farming, which is not traded by defi-
nition.® Nevertheless, the sheer size of the rest
of the economy means that a significant share
of trade-linked employment is found in these
sectors (see the analysis below and figure 3.9).
Figure 3.9 further illustrates how employment
linked to foreign demand is distributed across
manufacturing, market services and other sec-
tors over time, revealing the rising importance of
services relative to the decline of manufacturing,

and the large share of the rest of the economy,
globally and across most income groups.

Almost half of global employment linked to trade
was in the market services sector in 2022, having
risen significantly from 35.9 per cent in 1995 (see
figure 3.9). High-income countries saw the largest
shift towards trade-related employment in market
services from 45.4 per cent in 2008 to 58.8 per
centin 2022. In low- and middle-income countries,
the transformation towards services accelerated
between 2008 and 2022. Increasing foreign
demand for market services contributed 2.8 per-
centage points to the global rise in the share of
market services in total trade-linked employment
between 2008 and 2022. Furthermore, demand
for manufactured goods also contributed 1.6
percentage points to that increase, highlighting
the continued rise of services content in manufac-
turing, including both services used as inter-
mediate inputs and services embedded in goods
exports. This “servicification” was especially strong
in upper-middle-income countries.” In high-income
countries, the importance of market services jobs
linked to foreign demand of manufacturing de-
clined between 2008 and 2022, although by much
less than the share of manufacturing jobs linked
to trade.

The share of manufacturing employment in
total employment linked to foreign demand
declined from 39.7 per cent in 1995 to 32.9 per
cent in 2022, in line with the global decline in

» Figure 3.8. Share of employment linked to foreign demand within sectors by country

income group, 2024 (percentage)
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Note: Estimates refer to 80 countries and territories covering 85 per cent of global employment. The aggregate
sector of market services is defined at ILOSTAT, “Labour Force Statistics (LFS, STLFS, RURBAN databases)".

Source: ILO estimates based on ADB (2025) and OECD (2025b). See box 3.2 for the methodology.
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Aggregate sectors used in this report are defined at ILOSTAT, “Labour Force Statistics (LFS, STLFS, RURBAN databases)".

Subsistence farming is for own use and not for market. In 48 countries with available data and where more than 20 per cent

of all occupations are agricultural workers, the share of subsistence agricultural workers among all agricultural workers is on
average 49 per cent in the latest year available. In the case of mining and quarrying, although these sectors can have a high
export share, they typically account for a very small share of total employment in the economy.

7 Therising share of services in manufactured goods has been described as “servicification” (Kizu, Kihn and Viegelahn 2019).


https://ilostat.ilo.org/methods/concepts-and-definitions/description-labour-force-statistics/#elementor-toc__heading-anchor-7
https://ilostat.ilo.org/methods/concepts-and-definitions/description-labour-force-statistics/#elementor-toc__heading-anchor-7
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» Figure 3.9. Employment linked to foreign demand of output from manufacturing, market

services and rest of economy as a share of total employment linked to foreign demand by

sector and country income group, 1995, 2008 and 2022 (percentage)
B. Market services
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Note: Each row shows the distribution of employment linked to trade for a given year and country income group,
with all columns adding up to 100 per cent. Each column shows the share of employment within that sector in total
employment linked to trade. Within each sector, trade-linked employment is further disaggregated by the type

of final demand in foreign countries. Estimates include 80 countries and territories encompassing 85 per cent of

global employment.

Source: ILO estimates based on OECD (2025b). See box 3.2 for the methodology.

overall manufacturing employment. The shift
away from manufacturing is most prominent in
high-income countries, declining from 39.7 per
cent in 1995 to 27.4 per cent in 2022. The share
of manufacturing employment in all trade-
related employment remained virtually unchanged
between 2008 and 2022 in low- and middle-
income countries, indicating that manufacturing
export-led development remained important. In
contrast, the share of trade-related employment
in the rest of the economy declined heavily over
this period, in line with falling share of agriculture

in employment and value added. While shifting
demand has been the main driver of the observed
sectoral employment shifts related to trade, part of
the change also reflects reduced labour intensity
in trade-related production. In particular, higher
productivity growth in manufacturing compared
to market services has lowered relative manu-
facturing’s employment intensity.? This trend is
closely linked to skills-biased technological change,
which raises productivity in certain sectors while
reducing demand for low- and medium-skilled
workers (Pahl et al. 2022; Rodrik 2018).

8 Between 1995 and 2022 across the 80 countries and territories with available data, average annual productivity growth in

manufacturing was 2.8 per cent, versus 0.0 per cent in market services and 1.6 per cent in non-market services. Agriculture
saw the highest annual productivity gains at 5.7 per cent, mainly due to a major reduction of subsistence employment in the
sector.
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» Shifting regional patterns of trade

Rising trade among middle-income countries

Over the past two decades, trade among
middle-income countries has accelerated, with
their trade flows accounting for around 14 per
cent of global trade in 2024, compared with
around 6 per cent in 2005 (see figure 3.10).
Meanwhile, the share of trade between high-
income countries has steadily declined; and by
2024, more than a half of global trade involved
middle- and low-income countries.

Since 2008, global supply chains have become
more inward-oriented, relying on intraregional
inputs (Lund et al. 2019). This is partly driven by
rising incomes and a growing middle class in
emerging economies, which have boosted demand
for final goods, spurring regional supply chains
and trade between these countries (UNCTAD 2018).
However, for most low- and middle-income
countries, the share of final demand from out-
side their region is much greater than within. In
2023, the share of intraregional value added in
final demand was 14.5 per cent in developing
countries in Asia compared to over 20 per cent
for extra-regional value added. Latin America and
Africa have long faced challenges in developing
strong regional supply chains, owing to limited
economic diversification and weak domestic link-
ages (Delautre 2019; Gallagher and Zarsky 2007;
Moreno-Brid, Santamaria and Riva Valdivia 2005;

Songwe 2019). Thus, for Latin America, intrare-
gional value added stood at 2.7 per cent, while
extra-regional value added reached about 40 per
cent (Ehlers et al. 2025). Similarly, Africa has yet to
fully realize the potential benefits of the common
market within the African Continental Free Trade
Area, as the share of intra-African trade remains
relatively low (16 per cent in 2023) (UNCTAD 2025f).

Despite these challenges, the Asia-Pacific Regional
Cooperation and Integration Index (ARCII), which
measures the interconnectedness of economies
in the region across various dimensions (trade
and FDJ, finance, social integration, infrastructure,
institutional arrangements, digital connectivity
and environmental cooperation), shows Africa and
the Middle East recorded the fastest regional-
ization gains over the past two decades, although
from a low base.® The European Union, the United
Kingdom and Northern America saw slower
growth due to already high integration levels (see
figure 3.11). These regional trends must be viewed
alongside recent evidence of shifting dynamics in
global trade' (Gopinath et al. 2024; UNCTAD 2025c;
WTO 2024b). For example, WTO data from 2024
show that trade within blocs grew faster than trade
between them - by up to 4 percentage points
between 2022 and 2023 (WTO 2024a). However,
in 2025, the WTO reported a slowdown in intra-bloc

» Figure 3.10. Global trade flows by value by country income group, 2005, 2015 and 2024
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Note: Other trade flows include trade flows with low-income countries, including low-income intra-trade.

Source: ILO calculations based on UN COMTRADE and ITC statistics (available at https://www.trademap.org/Index.aspx).

9 The ARCII index ranges from 0 to 1, where 0 indicates no regional cooperation and 1 represents full regional integration.
Countries are classified according to the Asian Development Bank categorization: see ADB, “Methodology”.

10 Pre-2025 models did not consider realignments of traditional geopolitical blocs. In general, they treated the “Western” bloc with
the European Union and the United States at its centre at one pole of the global economy and the “Eastern” bloc led by China

at the other pole.


https://aric.adb.org/database/arcii/methodology
https://www.trademap.org/Index.aspx
https://aric.adb.org/database/arcii
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» Figure 3.11. Regional Cooperation and Integration Index by region, 2006-22
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trade intensification and noted increasing uncer-
tainty around its future composition (WTO 2025a).
These patterns of trade integration have direct

implications for employment, as shown in the
following analysis of intraregional trade-
related jobs.

Employment related to intraregional supply chains

Intraregional trade relations accounted for
an average 38.6 per cent of all trade-related
employment in 2022 (see figure 3.12)."" There is
significant regional variation both in levels and
trends in the employment share due to intrare-
gional trade of intermediate and final goods and
services. In terms of levels, the share is highest in
Europe and Central Asia, at 57.4 per cent, and in
the region formed by the Canada-Mexico-United
States trade agreement, at 47.1 per cent. At the
other end of the spectrum, the shares are lowest
in South America, at 9.5 per cent, and in Africa and
the Arab States, at 5.3 per cent.

On average, the share of trade-related
employment linked to intraregional trade de-
clined by 7.5 percentage points between 1995
and 2008, to recover somewhat by 2.2 percentage
points by 2022 (see figure 3.12). The share declined
most significantly in Asia and the Pacific between
1995 and 2006 as the region greatly increased
its global supply chain integration with Europe
and Northern America, but it has since increased
again by 6 percentage points. Europe and Central
Asia saw a consistent decline between 2004 and

2015, only to stabilize since. In Canada, Mexico and
the United States, the share saw major up- and
downswings between 1995 and 2022. Intraregional
trade gained in importance for trade-related
employment in Africa and the Arab States between
1995 and 2015 but has been on a declining trend
again since.

The findings reveal a persistent gap between
trade integration and employment outcomes.
Regions with strong intraregional trade, such
as Europe and Canada, Mexico and the United
States, also exhibit higher shares of trade-related
employment linked to regional supply chains.
Conversely, Africa and South America, where
intraregional trade remains limited, show low
employment shares and continued dependence on
extra-regional demand. While regional economic
communities offer pathways to greater integration,
their success has been limited owing to structural
constraints, institutional rigidities and asymmetries
(UNCTAD 2022). Without deeper regional integra-
tion and investment, efforts to leverage trade for
job creation will remain constrained, particularly
in low-income countries.

11 For the world as a whole, all trade is intraregional. The global average is derived by weighing the region’s shares by their

respective trade-related employment.
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» Figure 3.12. Share of trade-related employment dependent on intraregional trade
relations by region, 1995-2022 (percentage)
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» Conclusion

Trade uncertainty is likely to remain a persis-
tent feature of the global economic landscape,
at least in the short term. These dynamics are
unfolding alongside broader processes of struc-
tural transformation and digitalization, which are
reshaping trade, supply chains and production
systems. The increasing share of services trade is
altering skill demands and redefining employment
patterns, while regionalization offers opportunities
to strengthen intraregional employment linkages
through deeper integration, investment in regional
value chains, and coordinated frameworks to
enhance infrastructure and institutional capacity.
The intersection of trade uncertainty with these
long-term shifts will be central to understanding
how to anticipate and prepare for labour markets
challenges in the coming years.

At the same time, trade and investment remain
a powerful engine for quality job creation. Jobs
linked to trade tend to be more productive, for-
malized and better paid. However, these benefits
may not be shared widely across the economy,
limiting broader economic and social gains. This
underscores the importance of ensuring that
trade contributes to decent work outcomes from
the outset, so that the advantages reach a wider
share of workers and enterprises. Regional trade
agreements increasingly serve as entry points for
strengthening institutional capacity to address
decent work deficits, through labour provisions
aimed at promoting core labour standards, im-
proving working conditions and fostering social
dialogue. These developments highlight the po-
tential of trade not only to generate employment
but also to support more inclusive and sustainable
labour market outcomes.
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» Appendix A. Geographical regions and income
groups of ILO modelled estimates

» Table A1. ILO geographical grouping of countries and territories

Major region and subregion Number of countries and territories
Africa

Northern Africa 7

Sub-Saharan Africa 47

Americas

Latin America and the Caribbean 31

Northern America 2

Arab States 12

Asia and the Pacific
Eastern Asia

Pacific Islands 10
South-Eastern Asia 12
Southern Asia 9

Europe and Central Asia

Central and Western Asia 1
Eastern Europe 10
Northern, Southern and Western Europe 30

Total 189
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» Table A2. Grouping of countries and territories by ILO subregion

Northern Africa (7)

Sub-Saharan Africa
(47)

Latin America and
the Caribbean (31)

Northern America (2)

Arab States (12)
Eastern Asia (8)
Pacific Islands (10)

South-Eastern Asia
(12)

Southern Asia (9)

Central and
Western Asia (11)

Eastern Europe (10)

Northern, Southern
and Western
Europe (30)

Countries and territories

Algeria, Egypt, Libya, Morocco, Sudan, Tunisia, Western Sahara

Angola, Benin, Botswana, Burkina Faso, Burundi, Cabo Verde, Cameroon, Central African
Republic, Chad, Comoros, Congo, Céte d'Ivoire, Democratic Republic of the Congo,
Djibouti, Equatorial Guinea, Eritrea, Eswatini, Ethiopia, Gabon, Gambia, Ghana, Guinea,
Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius,
Mozambique, Namibia, Niger, Nigeria, Rwanda, Sao Tome and Principe, Senegal, Sierra
Leone, Somalia, South Africa, South Sudan, Togo, Uganda, United Republic of Tanzania,
Zambia, Zimbabwe

Argentina, Bahamas, Barbados, Belize, Bolivia (Plurinational State of), Brazil, Chile,
Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador, Guatemala,
Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Puerto
Rico, Saint Lucia, Saint Vincent and the Grenadines, Suriname, Trinidad and Tobago,
United States Virgin Islands, Uruguay, Venezuela (Bolivarian Republic of)

Canada, United States of America

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi Arabia, State of Palestine,
Syrian Arab Republic, United Arab Emirates, Yemen

China, Democratic People’s Republic of Korea, Hong Kong (China), Japan, Macao (China),
Mongolia, Republic of Korea, Taiwan Province of China

Australia, Fiji, French Polynesia, Guam, New Caledonia, New Zealand, Samoa, Solomon
Islands, Tonga, Vanuatu

Brunei Darussalam, Cambodia, Indonesia, Lao People's Democratic Republic, Malaysia,
Myanmar, Papua New Guinea, Philippines, Singapore, Thailand, Timor-Leste, Viet Nam

Afghanistan, Bangladesh, Bhutan, India, Iran (Islamic Republic of), Maldives, Nepal,
Pakistan, Sri Lanka

Armenia, Azerbaijan, Cyprus, Georgia, Israel, Kazakhstan, Kyrgyzstan, Tajikistan, Turkiye,
Turkmenistan, Uzbekistan

Belarus, Bulgaria, Czechia, Hungary, Poland, Republic of Moldova, Romania, Russian
Federation, Slovakia, Ukraine

Albania, Austria, Belgium, Bosnia and Herzegovina, Channel Islands, Croatia, Denmark,
Estonia, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Latvia, Lithuania,
Luxembourg, Malta, Montenegro, Netherlands, North Macedonia, Norway, Portugal,
Serbia, Slovenia, Spain, Sweden, Switzerland, United Kingdom



Appendix A

» Table A3. Grouping of countries and territories by income level

Income level Countries and territories

High-income (63)

Upper-middle-
income (49)

Lower-middle-
income (51)

Low-income (26)

Australia, Austria, Bahamas, Bahrain, Barbados, Belgium, Brunei Darussalam, Bulgaria,
Canada, Channel Islands, Chile, Costa Rica, Croatia, Cyprus, Czechia, Denmark, Estonia,
Finland, France, French Polynesia, Germany, Greece, Guam, Guyana, Hong Kong (China),
Hungary, Iceland, Ireland, Israel, Italy, Japan, Kuwait, Latvia, Lithuania, Luxembourg,
Macao (China), Malta, Netherlands, New Caledonia, New Zealand, Norway, Oman,
Panama, Poland, Portugal, Puerto Rico, Qatar, Republic of Korea, Romania, Russian
Federation, Saudi Arabia, Singapore, Slovakia, Slovenia, Spain, Sweden, Switzerland,
Taiwan Province of China, Trinidad and Tobago, United Arab Emirates, United Kingdom,
United States of America, United States Virgin Islands, Uruguay

Albania, Algeria, Argentina, Armenia, Azerbaijan, Belarus, Belize, Bosnia and Herzegovina,
Botswana, Brazil, Cabo Verde, China, Colombia, Cuba, Dominican Republic, Ecuador,

El Salvador, Equatorial Guinea, Fiji, Gabon, Georgia, Guatemala, Indonesia, Iran (Islamic
Republic of), Iraq, Jamaica, Kazakhstan, Libya, Malaysia, Maldives, Mauritius, Mexico,
Mongolia, Montenegro, North Macedonia, Paraguay, Peru, Republic of Moldova, Saint
Lucia, Saint Vincent and the Grenadines, Samoa, Serbia, South Africa, Suriname, Thailand,
Tonga, Turkiye, Turkmenistan, Ukraine, Venezuela (Bolivarian Republic of)

Angola, Bangladesh, Benin, Bhutan, Bolivia (Plurinational State of), Cambodia, Cameroon,
Comoros, Congo, Cote d'Ivoire, Djibouti, Egypt, Eswatini, Ghana, Guinea, Haiti, Honduras,
India, Jordan, Kenya, Kyrgyzstan, Lao People’s Democratic Republic, Lebanon, Lesotho,
Mauritania, Morocco, Myanmar, Namibia, Nepal, Nicaragua, Nigeria, Pakistan, Papua New
Guinea, Philippines, Sao Tome and Principe, Senegal, Solomon Islands, Sri Lanka, State

of Palestine, Tajikistan, Timor-Leste, Tunisia, United Republic of Tanzania, Uzbekistan,
Vanuatu, Viet Nam, Western Sahara, Zambia, Zimbabwe

Afghanistan, Burkina Faso, Burundi, Central African Republic, Chad, Democratic People’s
Republic of Korea, Democratic Republic of the Congo, Eritrea, Ethiopia, Gambia, Guinea-
Bissau, Liberia, Madagascar, Malawi, Mali, Mozambique, Niger, Rwanda, Sierra Leone,
Somalia, South Sudan, Sudan, Syrian Arab Republic, Togo, Uganda, Yemen

Note: Based on the World Bank classification for 2025.
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» Appendix B. Estimation of the change in return
to skilled and unskilled labour due to rising trade

uncertainty

The estimation uses a computable general equi-
librium model from the Global Trade Analysis
Project (GTAP). In particular, this report uses the
recursive-dynamic, multi-region GTAP Resource
Display model calibrated to the GTAP 11 Data Base
(version 11C, base year 2017 and projected to 2024),
aggregated to ten regions (East Asia, European
Union and United Kingdom, Latin America, Middle
East and North Africa, North America, Oceania,
South Asia, Southeast Asia, sub-Saharan Africa
and rest of world) and to nine broad sectors (agri-
culture, extraction, processed food, textiles and
light manufacturing, heavy manufacturing, utilities
and construction, transport and communications,
and other services).

Trade policy uncertainty (TPU) is introduced in two
complementary ways: (i) an increase in “home bias”
in the sourcing of intermediate goods (inputs used
to produce further intermediate or final goods or

1 WTO, Global Trade Outlook and Statistics: April 2025, 2025.

services), implemented by adjusting taste param-
eters to tilt demand towards domestic inputs;
and (ii) an increase in iceberg-type trade costs (a
percentage of imports is lost), representing higher
inventory, logistics and compliance costs. The mag-
nitude and timing of these two mechanisms are
calibrated to tariff-water-based estimates and ad
valorem equivalents reported by the World Trade
Organization (WTO)' and other related work,? with
effects front-loaded over the first five years so that
agents incorporate the expected cost and behav-
iour changes into their decision-making. In the
increasing TPU scenario, home-bias parameters for
goods rise by 2 percentage points in the first year
and 1 percentage point in each of the following four
years (resulting in a cumulative 6-point increase).
Iceberg-type trade costs on imports rise by 4.8 per
cent over the same five-year horizon, relative to
the baseline in which neither home bias nor trade
costs change.

2 The WTO defines tariff water as the difference between the maximum tariff which can be applied under WTO rules and the rate
that is actually applied. For example, see: Jeronimo Carballo, Kyle Handley and Nuno Lim&o, “Economic and Policy Uncertainty:
Aggregate Export Dynamics and the Value of Agreements”, Journal of International Economics 139 (2022): 103661; and Kyle
Handley and Nuno Limé&o, “Trade Policy Uncertainty”, Annual Review of Economics 14 (2022): 363-395.
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https://doi.org/10.1016/j.jinteco.2022.103661
https://doi.org/10.1146/annurev-economics-021622-020416

Advancing social justice,
promoting decent work

The International Labour
Organization is the United
Nations agency for the world

of work. We bring together
governments, employers and
workers to drive a human-centred
approach to the future of work
through employment creation,
rights at work, social protection
and social dialogue.

ilo.org

International Labour Organization
Route des Morillons 4

1211 Geneva 22

Switzerland

Labour markets have proven resilient in the face of heightened
economic and trade uncertainty. Yet, widespread decent work deficits
persist: the number of working poor and informal workers is rising
in low-income countries, while gender gaps continue to prevail.
Demographic transitions pose distinct challenges in different regions
of the world. Whereas ageing populations in high-income countries
is leading to a shrinking labour force, low-income countries are not
generating sufficient quality jobs to capitalize on the large cohort
of young people entering the labour market. At the same time, the
positive effects of new technologies such as artificial intelligence
have not yet materialized, and productivity growth remains stalled
- underscoring that economic growth alone is insufficient to deliver
meaningful advances in decent work. Governments, employers and
workers need to develop and promote joint strategies to reduce
decent work deficits and advance social justice.

Employment and Social Trends 2026 - part of the World of Work
Series - examines these issues by analysing global patterns,
regional differences and outcomes across groups of workers.
The report also offers labour market projections for 2026 and
2027 and presents trends in key indicators - such as labour force
participation, employment growth and informality - and analyses
their contributions to observed decent work deficits. In addition,
it explores the role played by economic transformation in driving
productivity growth and improvements in employment quality.
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