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Toward Higher Quality Employment in Asia

What is Higher Quality Employment?

Trying to define the quality of employment is in some 
ways very subjective. Moreover, the definition tends to 
vary highly across, and even within, countries, depending 
on average income levels and income inequality. In all 
likelihood, the concept of the quality of employment, and 
what constitutes higher quality employment, is probably 
very different for a person in a developing economy than 
one in a developed economy. However, there are strong 
reasons why the quality of employment should be a focus 
of policymakers (Anderson et al. 2010).

Decent work. A number of recent papers have used 
the term “decent” jobs or work driven mainly by initiatives 
set forth by the International Labour Organization—ILO 
(e.g., ILO 2005, 2010). The ILO’s decent work agenda 
comprises four goals: job generation; a legislatively 
guaranteed right to work; social protection to ensure safe 
working conditions, sufficient leave time, access to health 
care, and adequate compensation in case of lost or reduced 
income; and worker representation. This encapsulates 
measures of stable income as well as nonmonetary measures 
such as health insurance and other protection that minimize 
adverse shocks. In many developed countries that tend to 
have strong labor market institutions with strict provisions 
for humane treatment of workers, trying to develop decent 
work opportunities is not much of an issue beyond the 
ability to create opportunities for work for all skill levels. 
In most developing countries, however, “decency” remains 
very much an issue for the majority of workers.

It is nearly impossible to find a labor market in 
any developing country—or developed country, for 
that matter—that is able to provide all of the aspects of 
“decent work” in every job. In addition, workers may be 
willing to trade off certain attributes against others, in 
which case it might not be efficient for firms or the state 
to insist on providing all the attributes in one job. For 
example, workers may be willing to give up extensive 
health insurance coverage for higher cash wages, in which 
case their welfare would be enhanced if employers were to 
offer them that alternative.

Even within developing countries, the concept of 
quality employment is likely to vary by income level. In 
very low-income countries, where the majority of work 
entails low-skill, low-wage jobs, it may be impractical—
and onerous—for employers to provide extensive 

nonwage benefits, such as pension, severance benefits, 
and job security. If such countries required all employers 
to provide full benefits, the countries’ competitiveness 
would be seriously eroded. However, in middle-income 
countries, which have a larger proportion of high-skill and 
high–value-added jobs, the “decent jobs” agenda can be 
more comprehensively implemented.

The biggest challenge to understanding and 
promoting quality employment is measuring it. Much of 
the employment data used for cross-country comparisons 
are based on ILO LABORSTA. In the data, workers 
are categorized as (1) salaried and wage employees, (2) 
employers, (3) own-account workers, (4) contributing 
family workers, and (5) workers not classifiable by status 
(ILO [2011c] LABORSTA). In general, for this chapter, 
a rough definition of informal employment is used, and is 
defined as people who are employed, but are not employees 
or employers.

Few labor force surveys collect information on the 
nonpecuniary benefits of jobs, and data on job security 
are nearly impossible to come by except from detailed 
longitudinal data sets. In the absence of this information, 
most studies use employment status as a proxy for job 
quality. It is assumed that salaried and wage employees 
hold higher quality jobs, while own-account workers and 
contributing (unpaid) family workers have lower quality 
jobs. Obviously, this is not completely accurate; for example 
salaried and wage employees working for small enterprises 
(fewer than 10 workers) rarely receive nonpecuniary 
benefits. Another proxy for quality employment that is 
used in the literature is formal-sector (or organized-sector) 
employment, which includes salaried and wage employees 
working in registered (typically large) private companies 
and in the public sector (both government and public-
sector enterprises).

The quality of employment can take on a variety of 
dimensions, such as wage levels and degrees of employment 
security, work-life balance, and social protection. Informal 
employment, in particular, serves as an indicator of the 
quality of employment generation. While informal work is 
sometimes taken up by choice rather than by circumstance, 
it is on average lower paid, has lower productivity, and is 
less likely to be covered by social protection programs 
than formal work. As Box 1 shows, informal employment 
dominates the labor markets of both Bangladesh and 
Indonesia, and most informal workers are provided with 
few benefits (Maligalig and Martinez 2011). 
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Box 1  Employment and Benefits of Workers: Armenia, Bangladesh, and Indonesia

An Asian Development Bank technical assistance project for 
measuring the size of the informal sector assisted three countries 
in Asia to include questions related to informal employment in their 
regular labor force surveys. The expanded labor force surveys were 
conducted in 2009 and 2010 in Armenia; Bangladesh; and two 
provinces of Indonesia—Banten and Yogyakarta. 

Formal workers were defined as wage workers who had written 
contracts, employers, and own-account workers who maintained 
detailed bookkeeping records were considered formal workers. 
Informal workers were those with verbal agreement or employment 
arrangements that were not subject to contractual agreement as well 
as employers and own-account workers who only maintained informal 
financial records for personal use. All unpaid and contributing family 
workers were considered informally employed.

Based on the definition of formal and informal workers, survey 
estimates showed that a large proportion of the working population in 
the three countries worked under informal employment arrangements 
(Box Figure 1.1). Further, all types of jobs were dominated by informal 

workers in Bangladesh and Indonesia. Unsurprisingly, unpaid family 
work was generally dominated by females in the pilot areas. 

Informal workers were more exposed to risk than formal-sector 
workers, as the likelihood of receiving nonincome benefits (such 
as pension, sick leave, maternity leave, and severance pay) was 
considerably higher under formal employment (Box Figure 1.2). 
Further, a wide discrepancy existed between the percentage of formal 
and informal workers receiving benefits between the economies. 
In fact, few benefits were given to informal workers in Bangladesh, 
Banten, and Yogyakarta. While sick leave was the most common type 
of benefit received by informal workers in Bangladesh, Banten and 
Yogyakarta, only one in five informal wage jobs was eligible for paid 
leave during illness. In Bangladesh, about three in five formal workers 
received prior notice of termination, while only one in five informal 
workers receive such employment security. The same is true for 
provision of severance pay in Banten and Yogyakarta. Also, fewer than 
45% of the formal workers in Bangladesh, Banten, and Yogyakarta 
were covered by pension. The minimal coverage of informal workers 
thus reflects the highly vulnerable nature of their employment.

Notes: For Bangladesh, “Others” refers to the receipt of prior notice of termination; for Indonesia, it refers to receipt of  compensation or severance pay on termination.
The estimated total number of workers for Bangladesh is preliminary.

Sources: Staff estimates based on unit record data from labor force survey and informal sector surveys of Armenia (NSS 2009 for both surveys), Bangladesh (BBS 2009 for both 
surveys), and Indonesia (BPS 2010 for both surveys).

Box Figure 1.2  Benefits Received by Formal and Informal Wage Workers
(% of total formal/informal wage jobs)
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Box Figure 1.1  Type of Worker (’0,000) 
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This section focuses primarily on (1) the share of 
the employed population that are employers and salaried 
or wage employees, as representing higher quality 
employment; and (2) the share of informal workers, who 
are employed and are classified as own-account workers, 
unpaid family workers, and others (not classified), as 
representing lower quality employment. While this rough 
approximation of employment quality is necessitated by 
data availability, the employees and employers categories 
tend to exhibit well some of the key elements of “decent 
jobs”—higher productivity (and therefore higher wages), 
greater employment security because of written contracts, 
better protection of workers’ rights by labor regulation, 
and greater voice for workers. 

Subjective measures of the quality of employment. 
As noted earlier, employment quality is a multidimensional 
concept that encompasses, among other things, wages, 
nonwage benefits, employment security, and safe 
working conditions. However, most empirical analysis 
of employment quality is predicated on the assumption 
that all of these job traits are valued by workers. But how 
exactly do the workers themselves value the different 
attributes associated with jobs—good wages; job tasks; 
well-defined and agreed-on working hours; job security; 
and job benefits, such as health insurance, pensions, and 
disability and unemployment insurance? 

A strand of literature concerned with job satisfaction 
indicates that there is considerable heterogeneity in what 
is considered a higher quality job. Weiss (1985) analyzed 
job complexity and its effects on job satisfaction using 
absenteeism and quit rates as proxies. He found that semi-
skilled workers with the more complex jobs were more 
likely to quit than workers with simpler jobs. Delfgaauw 
(2006, 2007) has shown, for the Netherlands, that job tasks 
and who is managing employees matter and can affect quit 
rates. De Graaf-Zijl (2005) showed that job satisfaction 
depends mainly on job content, but that job security (outside 
of the type of contract that a worker has) does not impact 
job satisfaction. Cassar (2010) found that, in Chile, basic 
requirements, such as income security and occupational 
hazard, need to be met before self-employed workers 
become more satisfied with their jobs. Cassar’s work 
suggests that, in developing countries with large informal 
sectors where the majority of jobs have no protection and a 
high degree of occupational hazard, workers are probably 
largely unsatisfied with their jobs and would not consider 
them to be good, based on satisfaction measures.

One can use data from the World Values Surveys 
to derive subjective notions of what is considered higher 
quality employment. These surveys obtain information 
from individuals on a range of job-related issues. In addition, 
the surveys collect information on the socioeconomic 
characteristics of individuals and their cultural, social, and 
political values. The surveys were started in 1981 with 14 
countries and were expanded to capture a larger number of 
countries in each successive wave. Five waves have been 
covered through 2008. For this chapter, data from “waves” 
3, 4, and 5, were analyzed because the variable of interest is 
available only in those waves. This resulted in coverage of 
68 countries with survey years of 2000–2008. The analysis 
focused on individuals aged 25–55 who responded to the 
question on job characteristics, which gave approximately 
30,000 observations.

The survey question on job characteristics was: 
“Which [of the following items] would you place first [in 
importance] if you were looking for a job?

•	 “a good income so that you do not have any worries 
about money,

•	 “a safe job with no risk of closing down or 
unemployment,

•	 “working with people you like, or 
•	 “doing an important job that gives you a feeling of 

accomplishment”?

The data from the World Values Surveys were merged 
with cross-country data on GDP per capita, Gini inequality 
coefficients, and population from the World Bank’s World 
Development Indicators for each year of the World Values 
Surveys. (Data on Gini inequality coefficients for OECD 
countries were merged in from the UNU-WIDER world 
income inequality database.) 

The data suggest that workers generally regard 
having a good income as one of the most important 
attributes of a job (Figure 3). However, the percent of the 
population indicating that a good income was the most 
important aspect of a job declined significantly with the 
average living standard in each country (log of per capita 
GDP). On the other hand, the proportion of people saying 
that a feeling of accomplishment was the most important 
job attribute increased sharply with per capita GDP. There 
are no clear associations between per capita GDP and 
job safety and security and between per capita GDP and 
working with colleagues whom one likes. 
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GDP = gross domestic product, OECD = Organisation for Economic Development and Co-operation, perCapGDP = per capita gross domestic product.
Source: Staff estimates based on unit record data from the World Values Survey (various waves).

Figure 3  Population Reporting Job Attributes as Important in Selecting a Job, by Per Capita GDP, 2000−2008
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Figure 4 shows the aspects of job quality reported 
within developing Asian economies. While good income 
and job safety and security are the primary concerns for 
most individuals, there are differences across countries. 
For example, people in Malaysia are more likely to 
emphasize income over other attributes. Individuals in 
Indonesia, the Philippines, and Viet Nam seem more 
concerned with having safe and secure jobs, reflecting 
that there may be a relative lack of security in many jobs 
in these countries. In general, people in developing Asian 
economies put more weight on good income than do 
people in the OECD countries. Still, people in the OECD 
are much more likely to cite a job in which they feel they 
can accomplish something as the most important attribute 
in a job than are their counterparts in developing Asia. 
This is understandable, as the marginal utility of income 

is high at lower income levels, and workers at such levels 
care more about the wages they earn in a job than anything 
else. At higher incomes, other job attributes, such as safety, 
the quality of coworkers, and the sense of accomplishment 
in a job become increasingly important to workers. In turn, 
this means that no single measure of employment quality 
is universally appropriate.

The World Values Surveys revealed that, for many 
developing countries, having a good income and job 
security seem more critically important than other aspects 
of the work environment. This suggests that salaried and 
wage employment, which typically provides a minimum 
standard of income that is stable and consistent, is a 
potentially valid proxy for measuring and assessing the 
quality of employment in developing countries. 
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OECD = Organisation for Economic Co-operation and Development, PRC = People’s Republic of China.
Source: Staff estimates based on unit record data from the World Values Survey (various waves).
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Figure 4  Population Reporting the Most Important Attributes in Selecting a Job, By Country/Region, 2000−2008 
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