LOCAL LABOR—
SUPPORTING JOB
CREATION THROUGH
OPERATIONS
PROCUREMENT

Why Is Local Labor Important?

The World Bank has emphasized the critical
importance of job creation as a central component of
its mission to eradicate poverty.

Job creation in Borrower countries has the most
impact where the jobs created are for local labor
and where the majority of the workforce is sourced
directly where the economic activity is taking place.

Local labor, therefore, excludes a contractor’s foreign
staff and personnel. In this way, the benefits of the
jobs created are retained within the Borrower’s
economy rather than being transferred overseas.

Utilizing a Borrower’s local labor in World Bank-funded
projects is not just a matter of economic practicality—it
is also a cornerstone of inclusive, ethical and
sustainable development. It empowers communities,
fosters long-term growth and stability, and builds
foundations for self-sufficiency. The benefits of local
labor are many, including:
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1. Economic Empowerment and Poverty
Reduction

Employing Borrowers’ local labor directly contributes
to income generation within communities. It allows
individuals to earn wages, to support their families
and, crucially, to reinvest in the local economy. This
circulation of money within the community creates a
multiplier effect that can reduce poverty and increase
overall economic resilience, encouraging the growth of
complementary sectors such as education, vocational
training, transportation, and small enterprises that
support workers, thus strengthening the overall
economic ecosystem.

The Rampur Hydropower Project, India, set out to
improve the reliability of India’s Northern Electricity
Grid through the addition of renewable, low-carbon
energy via implementation of economically, and
socially sustainable hydropower infrastructure.

The World Bank committed US $400 million to the
project. Between 2007 and 2014, the project created
a total of 51,745 local jobs.
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2. Skill Development and Capacity
Building

When local workers are employed, especially in
infrastructure projects, they gain valuable skills and
experience. Over time, this can lead to a more skilled
workforce that is better equipped to meet long-term
labor demands, thereby reducing dependency on
foreign expertise.

The Support for the National Indigenous Peoples
Development Plan Project, Panama, aims to
strengthen the capacity of Indigenous Authorities
and the government of Panama to jointly plan and
implement development and the delivery of public
services. The project resulted in the training of 138
health practitioners and 2,072 Indigenous leaders
in leadership, planning, and management capacity-
building programs.

3. Community Engagement and Social
Stability

Hiring local people fosters a sense of ownership and
pride among the community. Workers are more likely
to be invested in the long-term success of a project
if they are involved throughout. This engagement
can also reduce tensions between a foreign main
contractor and local populations, enhancing social
cohesion.

The Kalahi-CIDSS Project, Philippines, is a
community-driven development that strengthens
community participation in local governance and
develops local capacity to design, implement,

and manage development activities. Community
grants are used to support the building of low-
cost, productive infrastructure e.g., roads, water
systems, clinics, and schools. Between 2003 and
2018, the project hired 371,341 skilled and unskilled
workers, 23% (or 72,561) of whom were female. The
World Bank committed a total of US $730 million.

4 . Project Legitimacy and Good
Governance

Borrowers and contractors that prioritize local hiring
can increase goodwill toward a project, both from the
local population and the international community. It
demonstrates a commitment to inclusive development
and equitable benefit-sharing.

Local workers often have a better understanding
of the terrain, cultural practices, and environmental
concerns of their region. This knowledge can lead
to more sustainable and culturally sensitive project
implementation.

What Role Does Public
Procurement Play in Encouraging
the Use of Local Labor?

The World Bank estimates that public procurement

in developing countries represents approximately
15-22 percent of GDP'. This expenditure translates into
millions of jobs in supplier, contractor and consultant
organizations. Public procurement of projects in
developing countries can create a substantial number
of jobs, both directly and indirectly.

Over FY20 to FY24 the Bank financed on average
$5.3 BN? of international works procurements
yearly. These contracts could provide employment
opportunities not only for the local communities
where the construction is happening, but for the
Borrower country more generally. The New Economics
Foundation’s LM3 research?® identified that every
dollar spent in a local community circulates across
three rounds of local spending, creating associated
socio-economic benefits through increased local
economic activity and benefits.

"World Bank - Procurement for Development (Prosperity: Gover-
nance Global Practice).

2Dashboard data, February 2025: Over a 5-year period (FY20 to
FY24) total of $26.38BN and #1,408 contracts

3 https://neweconomics.org/uploads/files/money-trial.pdf

Also, the use of imported labor will largely benefit the
supplier’'s own country through, for example, spending
and income tax collection. Such economic gain is at
the expense of the Borrower country, thus forgoing
opportunities for employment and skills development
for local people. This significantly dilutes the economic
benefits of the project for local communities.

How Can Procurement Practices
Translate into Higher Levels of
Local Labor?

The design of a procurement can contribute greatly to the
objective of prioritizing local labor, ensuring that projects
build both physical infrastructure and human capacity,
and retain the economic benefit that arises. A stronger
focus on job generation through the procurement
process will deepen the development impact of World
Bank investment project financing by increasing
employment opportunities, boosting livelihoods,
building knowledge and skills, and generating revenue.
Measures that can be taken to achieve this objective,
which Borrowers should explore in detail within the
Project Procurement Strategy for Development (PPSD)
and within Early Market Engagement undertaken, include:

1. Local Hiring Requirements

Many countries include local labor requirements
within their national laws and/or national procurement
procedures. For example, Angola, Brazil, Cambodia
and the Philippines all require companies to limit the
number of foreign nationals employed. This approach
can be enabled via procurement practice by including
provisions in procurement documentation and
contractual clauses that set targets or minimum quotas
for hiring local labor, or by requiring bidders to submit
local employment plans as part of their proposals.

2. Transparent and Accessible Bidding
Processes

Steps can be taken to ensure procurement notices
are easily accessible and understandable to local
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firms and communities (publications/translations in
local language/community dialect aid accessibility).
Early Market Engagement and Market Analysis can be
invaluable tools in identifying whether the local market
has the capacity and is prepared for an upcoming
procurement and is able to respond effectively.
Borrowers can also provide guidance or support to
local small and medium-sized local enterprises (SMEs)
to participate in procurement.

3. Incentives for Local Contractors

Using Rated Criteria, competitive advantage can
be given to bids that reflect investment in local
communities. Rated criteria scoring systems and
weightings may be deployed that reward increased
social benefits and workforce development.

World Bank Procurement Regulations also provide

an opportunity for Borrowers to utilize domestic
preference provisions to give a price advantage to
local bidders in open international competitive Works
or Goods procurements. This allows a margin to be
applied in the price evaluation, adding 15% to the price
of Goods manufactured abroad. For Works in certain
low-income countries, 7.5% can be added to the price
offered by the foreign firms. The use of domestic
preference is agreed in the Procurement Plan and set
out in the request for bids/proposals.

4. Incentives for Skills Development

Bidders can be evaluated on their proposals for
provision and support for training programs, which can
then be tied to project contracts. Contractors can be
rewarded via contractual mechanisms for developing,
for example, apprenticeships or upskilling initiatives for
local workers.

5. Monitoring and Compliance

Once a project is in its construction or operational
phase, it will be essential to enforce reporting
requirements in Contractor’s records to track local
labor usage, assess performance against labor-related
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Key Performance Indicators (KPIs) and impose
penalties for non-compliance or potentially reward
contractors who exceed basic requirements.

Such KPIs might include those relating to:

« ongoing recruitment and employment, covering
metrics on numbers of local workers recruited; use
of local workers for casual labor; or deployment of
locally focused recruitment campaigns;

- complaints and grievances recorded related to
failure to recruit local labor;

« training activity focused on increasing skills among
the local labor force;

« outcome indicators linking increased use of local
labor to other intended outputs of the project such
as employment and health.

What Steps is the Bank Taking to
Promote Local Labor?

For all new international works procurements
advertised on/after September 1, 2025, the Bank will
require, unless otherwise agreed in the PPSD, that
Bidders allocate not less than 30% of the total labor
cost (including the cost of all skilled, semi-skilled and
unskilled labor) under the contract to the employment
of local staff and personnel. Bidders will be required
to present their approach in a Method Statement as
part of their bid submission that outlines the roles to
be filled by local personnel and their hiring strategy.
They will also have to present their proposals to
develop skills of low and/ or semi-skilled workers,
which will form part of the works specification and will
be evaluated and scored by the Borrower using rated
criteria as part of the evaluation process.

Borrowers will be required to include, in the PPSD
market analysis, a comprehensive assessment of the
capacity and availability of the local labor market.
This assessment shall include the identification and
analysis of any special circumstances or contextual
constraints (for example, emergency or natural
disaster, conditions of fragility, conflict settings,

or the Borrower’s status as a small state) that may
affect compliance with the local labor requirement.
The PPSD should also set out the proposed Key
Performance Indicators (KPIs) to monitor compliance
with the local labor requirement.

Contractors are required to keep detailed records
of the labor employed, which will include details

of the use of local labor. Monthly reports on these
matters will be provided to the Supervising Engineer.
In turn, Borrowers will be required to submit periodic
reports (on a quarterly basis or other frequency
agreed in the Procurement Plan) to the Bank on the
Contractor’s compliance. Where a Contractor fails

to comply with the requirements, new remedies are
available under the international works contract—a
Borrower may withhold amounts if the Contractor
fails to comply with the Contractor’s Local Labor
Method Statement.

These changes, enshrined within Bank Procurement
Regulations and its Standard Procurement Documents
and contract conditions, represent the next stage in
the evolution of the Bank Procurement Framework.
They support the Bank’s Jobs and Growth Strategy
and send a clear message to bidders for international
works procurements that use of local labor and skills
development is a high priority. By adopting these new
requirements, countries will be able to offer job and
skills development opportunities to broaden local
project benefits.
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