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The papers included in this panel argue that governments should measure the 

Quality of Employment (QoE) because employment conditions constitute a key input into the 

multiple dimensions of human development. By contrast, this paper shows how social policy can 

fail to achieve its desired objective of protecting vulnerable workers if it does not take into 

account key aspects of job quality, such as job rotation, that are not habitually considered by 

policy makers. In recent years, unemployment protection systems based on individual savings 

have been instituted in several developing countries. Chile was one of the first countries to 

establish such a system, which at the time was widely referred to as a model for other countries 

and has thus been copied in other developing countries as diverse as Colombia, Mauritius and 

Jordan. This paper, for the first time, uses administrative data from Chile’s unemployment 

insurance system to show how job quality variables (wages, social security contributions, type of 

employment contract and job tenure) interact with the conditions set by the insurance system. 

The results show that workers with a high likelihood of becoming unemployed often rotate 

between formal jobs so frequently, that they do not accumulate enough savings in their 

individual accounts to be able to claim benefits from the insurance system. Even employed 

workers would be unlikely to be able to claim benefits as their average job tenures are below 

three years. In the face of these results, theoretical concerns put forward by the academic 

literature on the optimal design of unemployment insurance (i.e. how to avoid moral hazard) 

become meaningless as they do not take into account the employment conditions prevalent in 

developing countries. This paper illustrates that formal employment in Latin America’s most 

advanced economy has become so unstable that social security systems, whether unemployment 

insurance or pension systems, have become unsustainable as a result, regardless of how they are 

funded. Given the results of the QoE presented in paper 2 of this panel, these conclusions can 

also be extrapolated to other developed countries in the region, although to differing extents.


