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Toward Higher Quality Employment in Asia

annual fee of B500. The 30 Baht Health Scheme extended 
coverage to the entire registered population. Because of 
the near-universal provision of social security and health 
insurance, Thailand’s informal-sector workers enjoy much 
greater social protection than such workers in other low- 
and middle-income countries.

While introducing advanced social security systems 
too early will invite fiscal difficulties, even low-income 
countries should provide some basic social safety nets. 
Without proper social safety nets, inefficient labor 
allocation will result in slower growth and may lead to 
social tension and instability, which will hamper long 
run growth. Thus low-income countries should work to 
ensure that all workers can have a very basic minimum 
level of protection. However, as countries become more 
developed, their social protection programs should evolve, 
by diversifying the set of products and raising the minimum 
level of protection provided.

Right-To-Work and Employment Guarantees

Article 23.1 of the Universal Declaration of Human 
Rights, which was adopted by the United Nations 
General Assembly in 1948, states that “everyone has the 
right to work, to free choice of employment, to just and 
favorable conditions of work and to protection against 
unemployment.” While many countries espouse the right 
to work in principle, they have found it more difficult to 
implement in practice.

Policies that can increase trade and structural 
transformation can promote higher quality employment 
and move countries toward full employment, i.e., where 
there is no involuntary unemployment (for example, see 
Felipe 2010). However, such policies cannot explicitly 
guarantee that everyone who wants to work for a decent 
wage will be able to work. India legalized the right to work, 
by passing the National Rural Employment Guarantee Act 
(NREGA) in 2005. The NREGA guarantees 100 days of 
employment a year to at least one member of any rural 
household who is willing to perform unskilled labor for 
the minimum wage. The employment provided is typically 
on rural works projects that are designed to create public 
infrastructure in rural areas, such as roads, irrigation and 
water conservation, land development, and flood control 
and drought proofing measures. With a budget of about 
$2.5 billion, the NREGA scheme is one of the largest 
public employment programs in the world (Sjoblom and 
Farrington 2008).

The NREGA scheme is too recent to have been 
subjected to rigorous impact evaluation. However, it 
was built on an earlier program in the Indian state of 

Maharashtra—the Employment Guarantee Act that was 
enacted in 1977 and brought into force in 1979. Evidence on 
this earlier employment guarantee scheme (EGS) showed 
that it did not create new employment opportunities, 
in large part because EGS projects often paid above the 
prevailing agricultural wages. In other words, it “crowded 
out” private employment and induced workers to shift 
from private agricultural employment to EGS projects. 
The EGS showed that trying to implement such a scheme 
is difficult and, like many other policies, is costly and may 
have potentially minimal welfare gains.

Still, EGSs do have the potential to move people into 
more productive and useful activities. More importantly, 
they can provide a safety net for people who are largely 
self-employed and in informal sector work by providing 
them with a guaranteed minimum level of earnings.

Conclusion

Much of developing Asia continues to have a large informal 
sector and overall levels of productivity that are well 
below those of the developed world. Many Asian countries 
find that continuing the transition to industrialization 
and building the modern industrial sector while creating 
higher quality employment is challenging. Because Asian 
countries have widely varied levels of development, they 
need policies and approaches tailored to their particular 
stages and requirements in order to move toward providing 
higher quality employment.

Low-income countries need to increase the quality 
of employment by increasing trade that can attract FDI to 
build up their productive modern sector and create more 
and higher quality employment opportunities. However, as 
they often have a large agricultural sector, good policy will 
facilitate the shift to the modern sector through migration 
to urban areas and will allow such countries to effectively 
capitalize on their supply of relatively cheap labor.

The transition to the modern sector is not necessarily 
rapid and many people will remain in the rural areas. To 
ensure that the disparities between rural and urban areas 
do not give rise to social and political tensions, sound 
policies are needed for improving employment in the 
rural sector. This may be done, in part, by improving 
infrastructure in rural areas to extend the working hours 
and reduce the transport costs for developing strong market 
linkages between the rural and urban areas. Diversification 
into additional nonfarm activities that have greater 
value added and can raise incomes can be facilitated 
through development of access to financial services. 
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Fostering value-added manufacturing that effectively 
uses agricultural inputs in its production process is highly 
important to raising the overall incomes of the rural sector.

On the supply side, building human capital will 
remain important. However, in low-income countries that 
have many informal workers with relatively low levels of 
schooling, building specific skills through TVET may be 
especially important for the majority of workers.

Explicit policies to regulate the quality of 
employment are generally too difficult and costly to 
implement effectively in low-income countries. For such 
countries, ensuring that productivity and formalization of 
employment is not impeded may be the better avenue. If 
governments can afford to provide basic safety nets for 
informal workers, this can have substantial benefits. Social 
protection allows informal workers to release some of their 
consumption expenditures and invest in more productive 
activities.

Middle-income countries that have already 
built a substantial modern sector, trade and investment 
will continue to be important. However, the types of 
manufacturing and services they provide may need to 
evolve as the supply of cheap labor from rural areas 
dwindles. In particular, they will have to move up the value 
chain to higher value-added manufacturing and services 
for the quality of employment to continue to rise. This will 
require increased human capital accumulation that may be 
better provided by increased and more generalized training 
that provides for greater flexibility and diversification of 
skills as well as development of innovative thinking.

In middle-income countries, the social protection 
system should become more developed than in lower 
income countries, so that the most vulnerable workers 
are protected while the more entrepreneurial workers 
contribute to the social protection schemes. In countries 
with a fairly large and stable formal sector, it may be 
possible to implement labor legislation that can ensure 
minimum standards of job quality while providing enough 
flexibility for firms to increase their productivity and 
continue to upscale their activities.

In general, continuing to move toward higher 
quality employment will not be an easy task. Changing 
demographics will add to the challenge. Some countries 
(e.g., India and Indonesia) will continue to experience an 
influx of labor. These countries will need to substantially 
increase the quantity and quality of employment or they 

will miss the opportunity to capitalize on this demographic 
dividend. Other countries (e.g., the PRC) will experience a 
rise in the age dependency ratio due to an increasingly aged 
population, resulting in a drop in overall economic output 
and growth unless there is an increase in productivity. 
This will require increasing the quality and quantity of 
education and training to ensure that people who have the 
skills required by the market are available. It may also 
entail greater mechanization and capital investments that 
can effectively use this skilled labor. Finally, it may require 
an evolution in the thinking of what qualifies as higher 
quality employment, as the highly skilled aged population 
may require more flexible work hours and incentives to 
entice them to remain in the labor market and contribute to 
the economy’s productivity.

Restrictive labor legislation and uncompetitive 
markets can also diminish prospects for raising the quality 
of employment. This may require active intervention 
by policymakers to release the constraints on creating 
employment internally. For countries that are unable to 
sufficiently restructure their economic environment to 
generate better employment, international migration, 
possibly organized through regional cooperation, may 
provide a mechanism to balance disequilibria among 
countries lacking sufficient demand or supply for certain 
types of labor. International migration can thus provide 
workers with access to higher quality employment and 
increased income while the remittances they send home 
support an improved standard of living for their families 
and opportunities for them to generate additional income 
through businesses and by learning marketable skills.

Countries in developing Asia are clearly 
heterogeneous. Some countries have had difficulties 
developing higher quality employment, resulting in 
increasing informal employment or depressed growth in 
wages even in the organized sector. This may be partly 
due to minimal progress in structural transformation 
and to employment policies that are restrictive given the 
country’s stage of development. However, many countries 
have made substantial progress in shifting their workers 
into higher quality employment, with much of this 
occurring through policies that have facilitated structural 
transformation without neglecting the welfare of the rural 
workers. Overall, with appropriate demand- and supply-
side policies and some level of social protection, countries 
can make substantial progress toward developing higher 
quality employment in Asia, which will enable it to 
continue its achievements in poverty reduction and stable 
and inclusive economic growth.
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