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INTRODUCTORY NOTES 

The data series are compiled from two major sources, namely, the developing member countries (DMCs) of 
ADB and international statistics agencies. The data obtained from the DMCs are comparable to the extent that the 
individual countries follow the standard statistical concepts, definitions, and estimation methods recommended 
by the United Nations and other applicable international agencies. However, counhies invariably develop and 
apply their own concepts, definitions, and estimation methodology to suit their individual conditions and these 
may not necessarily conform with the recommended international standards. Hence, although attempts are made 
to present the data in comparable and uniform format, they are subject to variations in the statistical methods used 
by ind~vidual countries. These variations are reflected in the footnotes of the country tables. 

General Guidelines 

The cut-off date for the data to be included in this issue was 30 May 2005. 

Nineteen countries have varying fiscal years not corresponding to the calendar year. Whenever the statistical 
series, e.g., national accounts or government finance, are compiled by fiscal year, these are presented under single 
year captions corresponding to the period in which most of the fiscal year falls, as follows: 

Developing 
Member Country 

Afghanistan 

Fiscal Year 

21 March 2004 to 20 March 2005 

Cook Islands (before 1990) 1 April 1990 to 31 March 1991 
Cook Islands (after 1990) 1 July 2003 to 30 June 2004 

Hong Kong, China 
India 
Myanmar 
Singapore 

Indonesia (until 1999) 

Bangladesh 
Bhutan 
Pakistan 
Samoa 
Timor-Leste 
Tonga 

Taipei,China (until 1999) 

Nepal 

1 1 April 2004 to 3 1 March 2005 

1 April 2000 to 3 1 March 2001 

1 1 July 2003 to 30 June 2004 

1 July 1999 to 30 June 2000 

16 July 2003 to 15 July 2004 

Lao PDR 
Marshall Islands 1 October 2003 to 30 September 2004 
Micronesia, Fed. States of 
Palau 

Year Caption 

2004 



Data not available at cut-off date 
Magnitude equals zero 
Magnitude is less than half of unit employed 
ProvisionaVPreliminary/Estimate/Budget'figure 
Marked break in series 
not elsewhere stated 
not indicated elsewhere 

Unless otherwise specified, " $  refers to US dollars. 

cent 
n. cubic meter 

hectare 
kilogram 

? kilogram of oil equivalent 
kiloliter 
kilometer 
kilowatt-hour 

mn 
mscf 
m.t. 
PC 
sq krn 
sq m 
'000 
toe 

million 
million standard cubic feet 
metric ton 
piece 
square kilometer 
square meter 
thousand 
ton of oil equivalent 
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A merchant may sell many things, but a worker usually 
has only one job, which supplies not only his livelihood but 
often much of his sense of identity. An unsold commodity 
is a nuisance, an unemployed worker a tragedy. 

Paul Krugman (1999, p. 15) 

loping member countries (DMCs) of the Asian 
ent Bank (ADB) have made considerable 
in improving the standard of living of their 

ons. However, far too many Asians continue to 
verty. In terms of the $2-a-day poverty line-the 
ally used in low- to middle-income countries to 
the extent of poverty-1.9 billion people, or 60% 

's population, were poor in 2002 (ADB 2Wa).  
r, this poverty is widespread across Asia. Thus, 
incidence of $2-a-day poverty is extraordinarily 

onth Asia, d i e t i ng  nearly 80% of the subregion's 
, it is by no means insubstantial in other parts of 
. A case in point is Indonesia, where $1-a-day 

.has been estimated in single digits (7.5% in 2002). 
ere $2-a-day poverty afflicts the majority of the 

n (52.4% in 2002). Even in Thailand, which has 
ed in pushing $1-a-day poverty to the low single 

lust under a third of the population subsists on less 

can Asia help its poor climb out of poverty? 
ere are many causes of poverty, ultimately 

r are poor because they earn too little from the 
t they do" (Fields 2004a). Regardless of whether 
self-employed, helping on the family farm or 

e, or working for wages, most of Asia's workers 
'r incomes, and therefore sustain themselves and 
ies, by using their labor. From this point of view, 
labor market opportunities for workers is the 

reducing poverty and improving standards of Living 
majority of Asia's workers and their families. 
uction requires helping people as workers. 

of all the problems that beset DMCs today, the 
ent problem is prohahly the central one. 

challenge for Asia's policy makers is not just 
creating jobs for the unemployed and for the 

trants to the labor force (of whom there will be 

many more in the years ahead) but also about improving 
the productivity and earnings of the available jobs. As 
elaborated throughout this theme chapter, Asia's labor 
markets suffer from two main features. The h t  is 
considerable underutilization of labor, which manifests 
itself in unemployment and underemployment. While 
unemploymentis easily understood (i.e., aperson who lacks 
a job and is looking for one), underemployment is a much 
more subtle problem. Moreover, it is not confined to nual 
labor markets since it affects urban labor markets as well, 
especially in the informal economy, where many migrants 
from rural areas and longtime urban residents work hard 
to eke out a very basic living. Underemployment takes 
mainly the following four forms: (i) workers involuntarily 
working less than full time; (ii) highly skilled workers 
forced to take up low-paying jobs that require, at best, 
modest levels of skill (this causes a mismatch in the labor 
market); (iii) underutilization of employed workers due to 
overstaffing; and (iv) workers utilizing their raw labor and 
assisted with few complementary inputs, especially capital, 
which results in low productivity and meager earnings. 

The second main feature of Asia's labor markets is that, 
while some countries have managed to achieve relatively 
high growth rates of output, the corresponding growth 
rates of employment have been somewhat disappointing 
(Box 1.1). 

In view of the large-scale unemployment and 
underemployment that characterize Asia's labor markets 
and the difficulties inherent in accelerating the growth of 
employment, a key message of this theme chapter is that 
governments across the region must give maximum pnority 
to promoting full, productive, and decent employment 
and to implementing credible and measurable policies to 
achieve these three objectives. 

What does full employment mean? In industrial 
countries, where integrated formal labor markets exist, and 
where employed workers are paid a market-determined 
wage rate, the notion of full employment consists in 



minimizing the number of unemployed in the labor 
force.' In developing countries, however, the meaning is 
slightly different. The reason is that in these countries, an 
important proportion of the labor force is undemtilized. 
Therefore, full employment in the developing country 
context is about reducing unemployment as well as 
reducing underemployment-a far more pressing problem 
than unemployment in most DMCs. 

It must beadded that the objective of full employment is 
nut enough in itself. Indeed, the employment created must 
be productive. This is to avoid governments succumbing 
to the temptation to solve the unemployment problem by 
creating hundreds (or even thousands) of unneeded jobs 
in, for example, state enterprises. This might offer no more 
than a temporary palliative to the unemployment problem 
that would, however, exacerbate the underemployment 

1 We foilow Pasinetti (1993), for whom full employment means 
zero involuntary u'nemployment, i.e., no one who is ready and 
willing to woh  full dme (it also refers to zero involuntary part- 
time emolovment and underemoiwment) for an aoomoriate . , . . . .  , 
wage IS jobless. m s 1% 0 flerent tmm the nottons of the uat~ra l  
rate of -oenp.o,nent \?I or th? nonaccelemt ng lnflaton 
rate of unemployment (NAIRU). While achieving zero in~luntary 
unemployment is virtually impossible, it does not mean that 
governments shwid not strlve to achieve it. That is why in the 
text, reference is made to minimizing(invo1untary) unemployment 
rather than eliminating it. 

problem. For example, state enterprises may hire many 
qualified people, such as engineers to run electricity 
companies. However, they may hire so many of them 
that, for all practical purposes, these engineers are 
underutilized.2 

Governments also need to ensure that employment is 
decent. This means that employment provides workers with 
basic rights (such as the freedom of association, protection 
from forced or compulsory labor, and elimination of 
discrimination) and security. This is most critical in the 
informal sector, i.e., that part of the economy largely 
outside the purview of government regulations,3 where 
the absence of basic rights at work and inadequate social 
protection is most pronounced (ILO 2002a). Protecting 
the basic rights of workers and giving them a say in the 
decisions that affect their lives are key to ensuring that 
2 DMCs have statistics of underemployment. These comespond, in 

general, to  the first type of underemployment mentioned above 
(workeen i~lvoluntariiy working less than full time). Statistics of 
the second and third types of underemployment (due to skills 
mismatch and to overstamng) are not published. The fourth 
type of underemployment (due to work with few complementary 
inouts) is Dotentiailv the most difficult to measure. but not . .  . 
impossible. In its extreme form, this m e  of underemployment 
can be approximated through sfatistics on poverty. 

3 Common features include evasion of taxes, lack of enforcement 
of labor laws, and a nonexistent contract system. 



workers can lead a l i e  of dignity even when their earnings 
are low. Moreover, better and fairer working conditions, 
along with the abtlity to draw upon mechanisms of social 
protection, can also enhance workers' productivity. 

This theme chapter is not claiming that the achievement 
of full, productive, and decent employment is an easy task 
for policy makers. The message that it aims to convey is 

I &a, unless these three objectives become a fundamental 
I part of the macroeconomc agenda of DMCs, it is easy to 

conceiveof aregion, say 25 years fromnow, which, despite 
continuous growth, will still harbor most of the world's 
poor. For this reason, DMC governments must devise time- 
b a d ,  feasible, credible, and measurable strategies, which 
should be incorporated as part of the countries' development 
plans, to reduce unemployment and underemployment 
in a sensible manner. That the plan must be time-bound 
means that policy makers must commit themselves to , reductng, and potentially eliminating, unemployment and 

1 underemployment within a reasonable amount of time, 
say 25 years (not necessarily the same in each country). 
This objective must be broken down into partial objectives 
for decades, 5-year periods, and years. For the plan to be 

. feasible it must be consistent with the broad contours of 
a given country's econoiluc policy and economic context. 
A credible plan means that policy makers must avoid 
"populist" measures. Constituents will not be fooled by 
plans that are not c~edible.~ Ftnally, the plan must be based 
on measurable indicators. This will enable policy makers 
to provide appropriate policy responses. It was indicated 
above that policy makers must follow the evolution of both 
unemployment and underemployment.5 

/ Whatgovemmentpolicieswillpromotefull,productive, 
and decent employment? Figure 1.1 summarizes a 

' blueprint for this, intended to be a guide for policy action. 
I The figure is divided into three blocks. The left-hand side 

shows the labor market outcomes across most DMCs- 
unemployment and underemployment. They are the main 
causes of poverty and informality in the region. These 
outcomes are the result of the dynamics and interaction of 
labor supply (population growth) and demand (investment), 
which operate within each country's particular context of 
labor market policies and institutions as well as within the 
general context of a world characterized by globalization, 
technological progress, and competitiveness. The right- 

hand side of Figure 1.1 shows that policy maken must give 
maximum priority to the achievement of full, productive, 
and decent employment. The blockin the middle highlights 
three types of policies required to move from today's 
labor market outcomes to these objectives-labor market, 
growth-promoting, and human capital policies. 

This chapter conveys a series of very important key 
messages with policy impl~cations. Exarmnation of labor 
market outcomes shows that while some parts of Asia-in 
particular, the newly industrialized economies of Hong 
Kong, China; Republic of Korea (hereafter Korea); 
Singapore; and Taipei,China-have done exceedingly well 
in terms of employing their labor forces productively and 
in generating many "good jobs" (or jobs that demand high 
skills and commandhigh wages) in theindustry and senices 
sectors, other parts of Asia have generally failed to do this. 
In these other parts, labor markets continue to operate with 
considerable unemployment and underemployment. In 
South Asia in particular, the movement of workers out of 
low-productivity employment in the agriculture sector has 
been protracted. Moreover, many of the new jobs in South 
Asia being created outside agriculture are in the informal 
sector and are not necessarily significantly better than 
those in agrtcultnre--a situation that also characterizes 
many other subregions in Asia. 

In addition, the empirical evidence on the relationship 
between employment and productivity growth indtcates 
that, overall, countries across the region are not doing very 
well when it comes to employment growth. While many 
countries have achieved very high output and productivity 
growth rates, corresponding employment growth rates are 
far lower. This theme chapter argues that increasing returns 
to scale and technological progress are responsible for this 
outcome. At the theorettcal level, it also argues that under 
a wage-led regime--a regime under whtch an Increase 
in the share of labor leads to an Increase In aggregate 
demand-wage increases need not lead to decreases in 
employment, as standard neoclassical models suggest 
The problem, however, is that wage-led economies are 
not well prepared to absorb technological progress, and 
productivity increases lead to lower employment Hence, 
the challenge for policy makers in DMCs is how to 
trapslate increases in productivity into higher real wages 
and aggregate demand. 

4 h ~ s  is the case of the Phlllpplnes' Medium-Term Phlllpplne 
Development Plan 2004-2010. See Fellpe and  Lanzona 
(2005). 

5 One ooss~bll~tv Is, for examole. to dev~se a comooslte ~ndex of 
boti~nernol&nent and undererplo)ment ~ e &  nl), thfs cal,s 
for an ~rnprovemcnt n the unernployrnenr ano Lnderemployment 
Statsrcs. As note0 n an eardar focmore. , I #  most DhlCs. srat~st cs 
cover only one of the four types of underemployment. 

Proponents of globalization and market-oriented 
reforms have argued that the solution to these problems is 
labor market reform, essentially geared toward fostering 
greater labor market flexibility. This theme chaptcr, 
however, argues that such labor market reforms are by 
no means a panacea for labor markets in the region. A 
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2. Labor Market Outcomes 
In Asia: An Overview 

I l l i s  section provides an overview of labor market 
outcomes in the region. It is worth noting at the outset that 1 , 
comnaring labor market outcomes across Asian countries ?:?.S: . - 
I, riot as straightforward as it may seem. While virtually 
'ill DMCs cany out labor force surveys-the single 
berl source for most labor market data-the frequency, 
co~r~age,  scope, and definitions of labor market variables 
~ i ~ i f e ~  across surveys. Nevertheless, the available data do 
dllo\\ an understanding of the broad contours of conditions - 

markets across the region. 

L Labor Force 

proximately 1.7 billion,Asia'slaborforceisenomo~~r 
6c&nting for 57.3% of the world's labor force. A la 
share live in Asia's two g ian t s the  People's Republic ,, 
$him (PRC) and India. As can be inferred from the first 
column of Table 2.1, these two countries together account 
for 71% of Asia's labor force. (Box 2.1 gives definitions of 
commonly used labor market-related terms.)6 

Asia's labor force is growing. Assuming unchanged 
rates of labor force participation within individual 
countries, projections of the population of those of 
working age ( 1 5 6 4  years) indicate that Asia's labor force 
will increase by 14%, or 245 million by 2015 relative 
to 2005. (See Box 2.2a on labor force participation of 
adults and Box 2.2b on child labor.) While the PRC will 
account for a large percentage of this increase due to its 
sheer size, the increase in its labor force as a share of its 
current labor force will actually be quite low. In fact, as 
Figure 2.1 shows, the PRC's labor force 10 years from 
today is forecast to be around 7% greater than it is today. 
By contrast, the labor force will be far higher in countries 
such as Pakistan (around 30%). Bangladesh (25%), and 
the Philippines (24%). 
6 Computingcomparable estimates of the size of labor force across 

countries for a common reference year-such as 2005, for 
example--is a difficult task. In the first place, not ail countries 
carry out labor force surveys or reasonably informative population 
censuses every year. More significantly, there are differences 
across countries in the scope and coverage of the survey; the . reference population (for example, 10 years and older in Pakistan 

I versus those 1 5  years and older in Indonesia); the reference 
period over wh~ch labor force status is determined; and definition 
wed for identifying labor force status and respondents. The labor 
tDrce estimates provided for 2005 here are computed by applying 
aojections of recent labor force participation rates, primarily 
%om Worid Bank (2005a) (but augmented from 110 (2003a) 
and country sources for particular countries) to projections of the 
aWrMng-age populations (1564)  for 2005 from United Nations 
42005). As a result, the labor force estimates presented here 
'may differ hom those based on other sources, including country 
Wurces. 



I lndicatnrs nf Developing Asian and Pacific Countrip 

nsciassified either a 
period of reference, Employment Classifidion 

Labor force participation rate-the n e Wage and salaried worherothose engaged in paid employment 
 bar force as apercentage of the work e jobs with explicit or implicit employment contracts that give them a 
grking-age population is the population a e basic remuneration that is not directly dependem upon the rew2nue 
g e l 5  yean old and Qver. 1564 ,  etc. of the unit for whioh they work. Persons in 'paid employmentjobs" 

are typically remunerated by wages and salaries, but maybe paid 
EmpiQYed pemns--all persons above a specific age who. by commission from sates; by piecwates, bonuses or in-kind 

uringaspecified period, either 1 w M o r  iday, wereunder (i) Paid payments such as food, housing or training. 
mployment, i.e, they performea some wo* for wage Qr salafy, 

In cash or in kind, or they have a job but were temporarily not at Self-employed-those engaged in jobs whereiheremuneration 
WoiK; (ii) self-employmen$ i.?:, they performed someworkfor~rofit is directly dependent upon the prom (or the potential forpbfits) 
or family gain,.in cash or in kind.,, or if they have an enterprise and derived from the goods and services produced (where own 
were temporarily not at work. "Some work" may be interpreted consumption is considered to be part of.profits). 
as work for at, least 1 hour. The self-employed include employers, 
-wn-account workers, and contributing.family workers. Emplbyers-those workers who, worbngon their awn account 

or with one or a few partners, hold the type of job defined as a 
Emptoyment rateratio of employed to total labor force. "self-employment job" and, in this oapacity, on a continuous basis 

(includingthe reference period) have engaged one or more persons 
Unemployed persons--all Persons in the labor force above to work forthem in their business as wage or salaried wofiers. 

specified age who during the reference period were: (i) without 
work, i.e., wimaut paid employment or self-employment; (ii) currently Own-account workers--those workers who, working on their 
available forwork and Jii) "seeking work? i.e., had taken Specific own account or with one or more partners, hold the type of job 
BPS in a specified recent period to seek paid employment or defined as a "self-employment job," and have not engaged on 8 
slf-employment. continuous basis any "employees" to  vork for them during the 

reference period. 
Unemployment rate--ratio of unemployed M total labor 

me, Contributing family workers-those workers who hold a ^self- 
employment" job in a market-oriented establishment opeiated by 

Underemployed PerSQns.Nme-based)-PersonsinemPioYment a related person living in the same household, who. cannot be 
'hose hours Of work were below a certain CutnQff Point and regarded as a partner, because their degree of commitment to 
?potted involuntalyreasonsforwo~ingfewerthan'fu~l-lime hours, the operation of the establishment is not at a level comparable 
r who wanted to work additional hours, or who sought to work to that df the head ~+ - t f i ~  establishment. 
dditional hours. 
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Box 2.2b: Child Labor 
, . :>~>,;&*::?~<~,+~*$~.>: . : .>~&7;~~0-  .. . .. . , . . .  e>M: 

5-5-4 were en@@ in economic &fivity in 2000 toCWffmst hazardous W0rk with the more "benign" type of ch@d 
etatia: also indlcate that 127 million, or 19?%.,af at1 labm,,hich can allow chlldren t~ accumulate ~Uills and experience 

were inuohd in paid Or .mipaid work. MoI.eover, useful for theiF adult lives. .hawrdaus work, %y its nature o i  type 
account@ for 60% of all wrking children in the has, or leads to, adverse .effects an the child's safety, health 
abmit the welfare of children haw led to calls (physic.9 or mental), and moral deuelopment" (It0 2002b, p. 
n of child labor. 33). A key isue in ch~ld labor shouiil Oe the elimination of all 

hazaraOos forms of cnild labor. Buf a direct polky intervention, 
ms :are rooted in large part in the view .mat such the outript banning of child laba, .might have mwe 
or wM child abuse, or tM-most child wdrKiars a&@ implicetiins for chil&g~. In patiicular,.this might push 
establishmms in hazamWs work ConditiQns. children into m s e  forms of &Id I@bw or lead them into acute 

nt study by Edmonds and Pavnik (2W5) shows hunger or starvation (Edmds  and Pavnik 2005. Base 4999). 
this popular view, mmt child workeP$gre actually lmead, policy measures to address chi& labor should ftms on 

d i + i ? e $ ' ~ a r e n t s  rather than &meed in somekindof oald imorovha sccess to schrrolina thmueh better infrastructure and I 
iind that 85% of chlldren ;EL 5-14 are enm& m lo& mCOst6 and on exasndlr% the b r t u n l t l e a  for oarents to 1 ~ ~ -~~ ~ - ~ - ~  . ~- . , ~ ~  ~~ .~~ ~ ~ ~ ~~,~ ~ ~ 

(hodsehold cnorcr, in one s oijn w e h o l d .  awl access the emp oymcnr that proildcs an adecluare elcome. 8eeele 
in pad, Lnpald, famlly ksmess, w farm et al. (M04) aiso find that m t  oniy 1s ch1.d labor more prevalent 

work). Mosr chiiaren lnvolw in rrarker wwk are among housenolds that are f u m r  m:ay from schools. o ~ t  also 
I 

parents. Only a small proponton of children, among tnose that h s ~ e  higher borrowng costs, which imp8ras that 
do pa.d cork. Most economically raa~csng chlld labor also rdqutres facii~tat~r~g access to crealt ana 

ren are a so in agriculture, wt~,ch accounted for 73% of enco~raglng parents to ne Inore toward-iooktng to appreciate tne 
2001. 6790 :n Paklstan in 1996. beneftts of scnool nl. - 

a8 &wu% w . W  2- .: . :. . . . , . . . . 
@' . 
6 2 ;  ... . 

Box Table 2.2b: Regional Estimates of Economioally Active Children (aged 5-14), 2000 

ntials in the growthmtesof the labor translates into a higher proportion of workers and a lower 
simply reflect the varying pace of the proportion of dependent population. This raises the 

fion across Asia. Since the transition prospects of increased rates of savings and investment, 
furthest in East Asia and some other and higher investment in human capital of the young. 

in Southeast Asia, Sn Lanka in Of course, the demographic dividend is not guaranteed 
tan in Central Asia, the share of and, among other things, depends critically on whether 

on made up by the young (14 years countries can mobilize sufficient capital to employ 
e around 20% or a little higher.7b8 In productively the growing share and number of potential 

to 
Whether or not these countries are successful in harnessing 

will be many more potential workers the dividend, the dynamics of demographic change predict that 
. eventually, the demographic "dividend" becomes a burden. As 

the "bulge" population ages, the relative share of old people 
increases. Several DMCs, especially those in East Asia, are %hat will see rapid growth in their labor already facingthe prospacts of an agingpopulation. Forexample, 

spects of a "demographic dividendJ'- in Korea about 4.5 million people belong to the age group of 
d o n  of the working-age group 65 and above, accounting for 9% of the population. The PRC 

has about 100 million elderly people, equal to 8% of the total 
ectlons of the age distribution as a populahon. More broadb, the DMCs are aging faster than they 

are developing. In other words, the time lee to establish effective 
Infant moltality rates remain fairiy and sustainable programs suited-to an aging society Is growing 
are less than 2.1 (i.e.. replacement short. See ADB (2002a) for a detailed discussion on these and 

related points. 



ofpopulatkln W h  mstttute B problem for developngmntnes deolde to work harderm provide fM the addloonal children. Either 1 
because theybepress human wetfam, it sees popu~atKin gmwth 
a% u ~ ~ n e  UP nonrenewaw leu rces  and eausrna envlfonmental 
dehaditlon: ntdtrne Dressure on food suaol~s: leadine to 
ov&crowdlng in0 co;;gkstton tn cit,es; addlng'to tne emp1o)t~em 
prmern; and reducing tne sa*.n$s ratlo anu Otluting the qwmty 01 
capatal per person employed. In M a ,  for example, close to 1 hll.on 
pwple  IN^ in clt.es, di.ch amread) s~ffer from veg n.gh of 
aP pollutm and congestttm. On present trende, Asla WIII be the 
largest single source of  enhous house rnses" by 2015 

The pessmwtk approach to population growth originated 
whth Malthus' v ~ w  tW pol)ulatlon grows fastar than the means 
of subslsfenm (althouch h l  neeatwe vlews emlved over m a .  to 
 he pant where he a&!Iwe&ed that populaaon grown W I ~  
h w a  positive eaecf on society's WIMe), wlth the classical belef 
In Wfe law of dlmrwhlng retms, and wrth an undefwlmatmti of 
humanhand's response to the challenge d 6unmmhmng pmductrv19 
due to the expanstonof popu!sttonthrough ~ ~ r o n  and imwvatlon. 
Matthus #@ed that humetn b e ~ m  tend to repoduce f e r  than 
W r  ca~abllltv to feed fnemselves ulcreases mu%. aithwm 
wsy C ~ I M  1s p o r e n t ~ ~ ~ y  a wvrtier, he w she pKtdUce~ less aMI 
lees addltmnal &uurtout. Technolaeical o r o m s  would not be r a m  - . -  
enough to offset the tendency. 

Ho*vwer, there are sold cwnterargumnts thaf pwulatlon 
@oloi*fn has benefits. Indeed, the aorld as a *note has becnme 
ncher wh 18 11s popblarlon has expanded. Moreoker, the pesslm~slerc 
nw, of paputatton gmwttt k rarety ba~ke~i by direct amplrlcd 
evldem. The m o t  of populatron g r o m  on swlngx, %+ emample, 
1s vety omplex, and m p l y  ae&argurngshat p~pllaoon grWrth reduces 
?4Ie saving5 mtro 1s imcfreot. T b  mvenmnal argument IS that 
W a t l o n  Wwth reduces society's savings aria by leadm&to a 
luah deoendencv rabo oT vouneer UEV~@ who Mnsume but do , 
noi cunirtbute to prod~cnon. Tne mpltcat,on of tile argdment is 
that a redun on In popdatm gowtn W lead to ~ I I  cncrease 
In me sanngs rat o by ralslng the age structure of the pow atlon. 
Aga~nst thgs, (t must be noted that many retlred people cors~me 
but do n a  produce a@ that me praportmn of retlred people 
to total powlaton rises as popu~atran growth slows. ~ h m ,  the 
a e savine ratlo wm depend on ho*, m cgmpo~men af 
me Ctal d e p e n m  ram wres and on the prqmstty to ww 
for &sew) of the hao growps pf dependmt%. If the i)mpensity to 
IssaveW those rered IS h W  than tkm of the wneer erouo ~~ ~ ~~~ ~ - , ., .. ~ . .  
me aEregate smngs ratw mlght fa1 r,rth a reaucuoi ,n p ~ ~ l  ation 
growth as the r,-rtred dcpcvloenQ (atlo 8ncreasL.r Tne mmplrcat~m 
of UIIS M.e! anblysls is that 11 <s wrong lo conclum mat coun!r.eS 
wVl Qn rates of popbiation growth .c%l~, all other trungs oe 1% 

equal, ha* lower sautngs ratm than oountrras with W r  rates of 
powlahon growth. Lnface In the h g  run, the savmgs rmo tends 
EO nse with the rate of population g m  as a w s e q u e m  of the 
wrease w the raw of atwe w nonmtve househcids. 

d related mt lo that the effect of children m a socWs 
tot@l Savings wolle3 plmartty through the famlly as a unit a& 

way, there need not be an adverse effect on siwmg. 

n la also lmpoltant to wnslder me relatlonshlp between 
pop@mn and pmductlaty growth. This is because t%w Increase 
ln popMion, and hence in the labor force, creates work and 
production Incentives that affecf output and produconty. There 
ffi emplncal evidence that supports this clalm. Why showid this 
be so? First, because an economy with a faster rate of  growth 
of &ployment and output may be able to learn W e r  and th~s 
Increases t s  rate Of t e c h n o l ~ w l  progress. Second, if there we 
economies of scale in production, faster ernplbyment and output 
wll lead to a faster raQ of gmwth of labor pwductmty. AM thlrd, 
there $re Illrely to be economtes of swle In the use of capbtal. 

The conc~uuon 1s that popblatton growth preaenrs a pefaooh. 
On me one stde. ' e a s e s  n popLlauon ma) reouce lwlngstandards 
o w  to the adverse effect of popdlaton growth on soblngs and 
capltal p r  head. Derreaslng ammnrs of capltal per worker Imply 
a negatlve rclatIonsh!p botween popueatlon gravrn and per caplta 
& lw t  mwfrl .  so that outpbt per head 1s ,ewer than 11 would 
otherwise be 8s the populatron increases. On the ather, Increases 
In m l a t l o n  and in the labw force Carl rase  llvlngstandards wa 
leamw effects and economtes of scale. The ~oss~b~l~tvaf  lncreaslne - - 
retdrns lmplles a pas tlve relatlomh8p between popJlatlm growIn 
and per Lap.ta obtpur growm, so that llvlng standaros increase 
as the populatlon grows. 

The theoretwd tmpllcatm IS that, if the relat~ohsh~p between 
populatlon lonnn and the groMn rate of per caplta outp~t is 
negabve, then populatm grumrh WIH prcvent tne r.se of ding 
starmaras lf. nowever, the relauunsn.c 19 wsltwe. the effect of 
oo~u{atIon erowth on t h e m h  ofout~ut and oer caolta outout w~ll 

gr&h and tne rate of capital icc~mulatl& are nvcr i~ l~~e la tco.  
m s  decreases thc growth of labor product!, ry. Howcver, growth 
and tesllnolo#cal pragress are pos twel, related. mls Increases 
the groM! of labor proaJctrnty. The t ~ o  ellects rend lo offset 
e c h  other, thus leav~ng the totat effect of pwulatlon growth on 
the growth o P w  capita output roughlyneutral. Indeed, correl.$f~on 
moss a a w s - s s t m  of wuntfles Of muulatm ~fowth and the 
growth of per capta output tents fo he ins~gnlficant. I 

Thts lack of emprrlcal ewdew Is not to dany that decreasing I 

papulatmn $mwth may be desirable fw aome of the masons 
mennoned above, for emple ,  to retlws ovewowdlng and halt 
w .wen turn back enwmnaenal degrati8tlon. And certallnly ~t does 
nc% d lmss  the s%kvance of populatton-management programs. 
Qultethe opp~$e--gnen the emb~guKy ofthe reltrtronship between 
populat~cmgowth antf per s a w  output and the relevance of the 
otter arguments for pwlat ton management the most ~wd~nous 
sBirt@gy IS to pursue these programs on the hypothesn that 
pwlatwn manwment does kad to increases III per c w t a  
o m .  



:.2 .&~rnpl~yrn@@~ and Underemploymen% y~ 

What is the track record of Asian countries in employing 
iheir labor forces productively? An examination wf 
,unemployment rates in the region may suggest that it is 
hot a bad one. Indeed, the unemployment rates reported 
In Table 2.2 support Amartya Sen's observation that 
memployment statistics in low-income countries can be 
*low enough to put many advanced countries to shame" 
@en 1975). Compare, for example, the unemployment rate 
&Bangladesh with that of Hong Kong, China (3.6% versus 
5.9%).10 Unfortunately, low to modest unemployment 

tes in many DMCs are a reflection of the fact that a high 
oportion of the labor force is poor. For the most part, the 

oor cannot afford not to be engaged in economic activities 

In many cases, recent unemployment rates represent 
er large increases over those prevailing 5-7 years ago. 
re 2.2 displays the change in unemployment rates 
elected DMCs between 1996, the year prior to the 
reak of the economic and findncial crisis affecting East 

d Southeast Asia, and 2003. As can be seen, recent 
oyment rates typically remain well above precrisis 

els for East Asian and Southeast Asian economies. But 
eases in unemployment rates are not just a feature of 
subregions. Unemploymnt rates have also increased 
antially over the same, or similar period, for DMCs 
as Azerbaijan, Pakistan, and Uzbekistan. 

To have a better appreciation of the actual situation 
, undere~nployment must be 

resulting from unemployment. As mentioned above, 
itself mainly in four forms. 

a worker may be involuntarily working less than 
fime. This form of undere~nployment is also known 

e-based underemployment. A construction worker 
wanting to work 40 hours a week but finding employment 
for only 20 is underemployed in a time-based sense. 
The second form is seen when high-skilled workers are 
farced to take up low-paying jobs, which require at best 

a bus conductor or messenger 
econd sense of the term. The 

rm of underemployment is overstaffing. Public 
ses employing multiples of the staff needed from 
cal point of view represent an example of this type 
employment. The fourth form is associated with 
who have to make do with their raw labor and are 

unemployment rates are not fully 

assisted with few complementary inputs, including capital; 
the result of their labor yields low productivity and meager 
earnings. The rickshaw puller who transports heavy loads 
but is barely able to make ends meet for himself and his 
family is an example. 

As may be expected, statistics on the second, third, 
and fourth forms of underemployment are d~fficult to 
obtain. Nevertheless, a focus on the first type-time-based 
underemployment-as shown in Table 2.3, md~cates 


