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Note: In this article, South Asia is defined as
Bangladesh, Bhutan, India, Nepal, Maldives,
Pakistan, and Sri Lanka. The information reported
here is not consistently presented for all the
countries listed above due to data constraints.

Introduction

South Asia represents a region with multiple contradictions.
On the one hand, it is home to two of the world's most
rapidly growing economies in the world (Bangladesh and
India). On the other hand, the region bears the unenviable
distinction of having a significant share (24% in 2019) of
the world's poor.' In terms of progress towards attaining the
Sustainable Development Goals (SDGs) by 2030, the record
is uneven, with some countries doing well (such as Bhutan),
but with others lagging (such as Pakistan).?

Significant progress towards attaining the SDGs in South
Asia is hampered by the manifold labour market challenges
that the region faces. Despite rapid economic growth in
several countries, the growth of decent jobs, especially

for young men and women, has not matched with the
growth of the labour force. Major employment challenges
exist, gender disparities are widespread, the incidence

of low real wages is considerable reflected in a good deal
of working poverty, while the social protection system is
inadequate. The labour market challenges such as sluggish
growth of jobs, low level of real wage, gender pay gap, a
big bulge of youth who are not in education, employment
and training, a huge share of vulnerable employment and
weak social protection systems in turn are evolving against
systemic risks posed by climate change. At the same time,
changes in technology encapsulated in digitisation and
automation at the workplace are creating new opportunities
in juxtaposition with threats of job losses and insecure
working conditions.

Policymakers will have to make a resolute commitment to
deal with the salient labour market challenges facing the
region. Failure to do so will in turn lead to a failure to realise
the aspirations of the SDGs. This article reflects on the
interlinkages between key labour market and employment
indicators with respect to the relevant SDGs—SDG 1, SDG 5,
SDG 8, and SDG 10. In terms of themes, the article reflects
on (1) employment (2) wages (3) social protection (4)
gender disparities (5) green economy and (6) digitisation.

Employment and the labour market

The labour market dynamics of South Asia are complex

in nature due to a heavy influence of informality and

the enormous number of people who enter the labour
force every year. According to the World Economic and
Social Outlook Report (2022) of the International Labour
Organization (ILO), every year about 18-20 million people
join the working-age population in South Asia.® In 2023, the
growth of jobs in South Asia was expected to nearly halve
to 1.6 percent from 3 percent in 2022. Figure 1 depicts the
country-wise situation of three crucial indicators of South
Asia. The aggregate working-age population in the region
stands around 1.084 billion of which around 571 million are
in the labour force. It means, that out of the total working-
age population in the region, around 513 million people (47
percent) are out of the labour force, or they are inactive.
Hence, creating employment at a sharply increasing rate
for a) absorbing the new entrants into the labour force and
b) bringing the inactive population into the labour force is
the crux of South Asia's employment challenges. To solve
this "joblessness"”, the South Asian economies should
adopt National Employment Policies (NEP) geared towards
decent job creation, especially by promoting broad-based
employment opportunities for young men and women.




Figure 1: Working age population, labour force and out of labour force population by date up to 2023 in South Asia
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The SDG-compliant labour market indicators are anchored
in the notion of economic growth and decent work (SDG
8). Economic growth is driven by two key sources: (a)
factor accumulation and (b) factor productivity. Labour
productivity in turn is a key aspect of factor productivity,
given the efficiency with which the capital stock is used
and the level of technology. When it comes to South Asia,
the preponderance of the informal sector also causes a
low level of productivity of the workers resulting in a high
incidence of working poverty.

Figure 2 displays trends in labour productivity in real terms
(constant US dollars) for the 2011-2022 period. India and
Bangladesh have the highest labour productivity growth
for the relevant period (more than 4 percent) which is
consistent with their status as among the most rapidly
growing economies in the developing world. The other
South Asian economies have moderate labour productivity
growth rates, while Maldives has experienced a decline in
labour productivity.

Figure 2: Annual growth rate of real GDP per employed
person (GDP constant 2010 US $) (%), 2011-2022
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The region has a high level of informal employment with
Bangladesh, India, Pakistan, and Nepal having around 85
percent of informal employment. Maldives has the lowest
incidence of informal employment (less than 50 percent)
followed by Sri Lanka (less than 70 per cent).* High level
of informality results in vulnerable employment.® Figure 3
depicts the share of vulnerable employment out of total
employment by countries in the region. With this high level
of share of vulnerable employment, the region has poor
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working conditions, weak employment contracts, low
productivity, low real wages, and a fragile state of labour
rights.

Figure 3: Share of vulnerable employment 2021 (as a
share of % of total employment)
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Source: Authors’ estimates based on https://ilostat.ilo.org/topics/informality/.
Note: Vulnerable employment is defined as contributing family workers and
own-account workers as a proportion of total employment.

The South Asian countries have the advantage of enjoying
a demographic dividend compared to the countries of the
global north. However, a large share of youth who are not in
education, employment, or training (NEET) poses a critical
threat to resilient economic growth for the region. Figure 4
illustrates country-wise share of youth population who are
NEET.

Figure 4: Share of youth not in education, employment
or training, total (% of youth population) in different
years (2017-21)

ocon B mBERKBERKESE

Bangladesh Falietan kddves

Source: ILOSTAT, https://ilostat.ilo.org/topics/sdg/



Figure 5 reflects the unemployment rates of the South Asian
countries. Bangladesh has the lowest unemployment in the
region while Nepal has the highest level of unemployment
with 11.1 percent. Considering the size of the labour force, the
Indian unemployment rate of 7.3 percent suggests that the
country has a huge population who are unemployed.

Figure 5: Unemployment rate as of latest available
estimates (2022)
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Wages and the welfare of workers

Wages are key determinants of several crucial SDG targets.
Working poverty and social protection under SDG 1; gender
pay gap under and productivity under SDG 8 and labour
income share under SDG 10 are among the most critical
ones where wages play a significant role. Moreover, wages
have implications on ILO's crucial convention such as C

154 (Collective Bargaining), C 87 (freedom of association
and protection of workers) and C 98 (right to organise

and collective bargaining). The growth of real wage has
always been a big challenge for several countries of South
Asia. Figure 6 depicts that often South Asian countries
have been experiencing negative real wage growth rates

in different periods. For instance, being one of the fastest-
growing economies not only in the region but also globally,
Bangladesh has been experiencing an average negative real
wage growth rate of -5.29 percent over the last two decades.®

Besides real wages, a measure of the health of the labour
market is the extent to which the living standards of
workers are adequate. An internationally agreed approach
is to assess whether earnings of the average worker are
enough to meet the necessities of life. Ideally, this should
be based on earnings data derived from regular labour
force surveys. Unfortunately, this is difficult to obtain in the
case of South Asia (as well as in other developing regions
of the world). Therefore, a proxy that is used by the SDGs
monitoring framework is the incidence of the employed
population that lies below a global poverty line of USD 1.90
per day. This yields the notion of 'working poverty' which
is negligible in Maldives and Sri Lanka and highest in India
(5.7 percent) followed by Nepal (5.1 percent). Bangladesh
and Pakistan have low levels of working poverty (less than
3 percent) as depicted in Figure 8. Regardless of the initial
level, an encouraging trend is that working poverty has
fallen over recent years in all the South Asian countries
under review.

Figure 7: Working poverty (%), latest available year,
2022
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Average weekly working hours of employed population
provides additional insights. Both excessive hours of work
and inadequate hours of work are undesirable. Figure 9
illustrates the mean of average weekly working hours of
South Asian countries where India stands with the highest
mean of average hourly working hours (50.2 hours)
followed by Maldives (47.6 hours), Pakistan (46.6 hours
and Bangladesh (45.7 hours). There is thus evidence of
excessive hours of work when judged against the standard
metric of 40 hours of work a week.

Figure 6: Real wage growth rate of South Asian countries (2006-2022) with available data
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Figure 8: Mean of Average Weekly Hours of Actual
Work (2005-2022)
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Source: ILO Modelled Estimation for World Economic and Social Outlook 2023.

Social protection for all

Social protection provided by governments seeks to

shield individuals and families and households from

various vicissitudes in life—such as spells of involuntary
unemployment, income losses due to health breakdowns,
old age, external shocks and so forth. The UN system is
committed to a 'social protection floor' (SPF)—a goal in
which all countries rich and poor, can provide various social
benefits to a minimum standard. Currently, at the global
level, about four billion people are without any form of social
protection. What is the state of play in South Asia?

Figure 9 shows the proportion of the population covered
by at least one social benefit. Sri Lanka has the highest
coverage, Nepal the lowest. Even then, social protection
coverage rates are well below the benchmark of a universal
SPF. Attaining the aspirations of SPF is thus a major
challenge in South Asia.

Figure 9: Population covered by at least one social
benefit (%)
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In terms of numbers of programs, one study based on a
2020 evaluation found that ‘Bangladesh has the most
programmes (11), followed by Nepal (10), India (7), Maldives
(7), Sri Lanka (6), Afghanistan (4), Pakistan (4) and Bhutan
(2)."” Of course, the sheer number of programs does not
necessarily enable one to arrive at any meaningful conclusion
pertaining to the adequacy and effectiveness of social
protection measures. One evaluation (Khondker and Kitsios,
2023) finds that, for the bottom 20 percent of the poorest
household, social protection coverage, benefit incidence
and adequacy are quite low in the region although they have
improved over time.?

When COVID-19 hit the various economies of South Asia
there was a significant, albeit transient, increase in poverty.
Governments in the region responded with time-bound
expansion in selected aspects of the prevailing social
protection system. These are shown in Table 1. Some
measures—most notably cash-based transfers, public works,
utility (that is reduced user charges for electricity gas and
water) and financial support were used in all the South Asian
countries under review, but other measures, such as wage
subsidies to preserve jobs, were used sparingly.

Table 1: Changes to social protection during COVID-19: selected examples from South Asia

Type of policy support

during COVID (2020-2021)
Bangladesh

Cash based transfer ‘/

Public works

In-kind support

Utility and financial support ‘/
Health insurance support ‘/

Pension and disability benefits

Waiver/subsidy pertaining to
social security contributions

Labour market programs: wage

subsidy Pros g ‘/ ‘/
Active labour market programs

(training)

Labour market deregulation 7
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Source: Khondker and Kitsios (2022), chapter 4, in IMF (2022) 'South Asia’s path to resilient growth’, Washington DC,

https://www.elibrary.imf.org/display/book/9781513587219/9781513587219.xml



In terms of financing social protection systems, a 2022 World Figure 10: Proportion of women in senior and middle

Bank evaluation notes that:

South Asian countries spend an average of 0.9 percent
of gross domestic product (GDP) on so-cial safety
nets, which is lower than the global 1.5 percent average
among low- and middle-income countries (Figure
ES.3). The benefits provided through social protection
programs in the region are generally inadequate and do
not contribute substantially to poverty reduction. The
region has historically relied on categorical transfers
(for example, for the elderly, people with disabilities, and
marginalised groups); only a few countries have broad-
based cash transfer pro-grams that can be scaled up in
response to shocks.®

Hence, scaling up the financing of social protection systems
and moving in the direction of broad-based measures
represent important policy challenges for South Asian
countries. To overcome the challenges in improving the
social protection system of the countries in the region,
governments must increase the budget allocation and public
spending on social protection.

Closing the gender gap

Gender disparities in the workplace are significant and
persistent around the world, especially in terms of major
gaps in gender-specific labour force participation rates. It is
widely agreed that a reduction in gender disparities is one of
the hallmarks of an inclusive labour market. Two indicators
on gender disparities are part of the SDG monitoring
framework: (a) share of women in management and (b) the
gender pay gap. Figure 10 corresponds to indicator (a) while
Figure 11 corresponds to indicator (b).

In all cases, the representation of women in management

is low. It is lowest in Pakistan and Bangladesh, followed by
Nepal and India. Maldives has a female representation rate in
management of more than 25 percent.

An unanticipated element of Figure 11is that female workers
earn a little more than men in Pakistan. Elsewhere the status
quo prevails, that is, women earn less than men, with the
gender pay gap ranging from 83 percent (Nepal) to 91
percent (Bangladesh). Unfortunately, there is no pertinent
information on India.

Figure 12: Three pillars of Just Transition (JT)

hﬁ LT M&Q&?mﬁmm::

management positions (%), various years, 2017 to 2022

30

25

0 I I I I I

Bangladesh Ind| Pakistan Maldives Nepal Sri Lanka
Source: ILOSTAT, https.//llostat.llo.org/toplcs/sdg/

8

o

3

w

Figure 11: Gender pay gap (Female wages as % of male
wages)
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Just transition to a green economy

The trade union movement, the ILO, and other international
agencies as well as the broader scholarly community has
proposed the framework of a ‘just transition' (JT) to a green
economy. This is particularly germane in an era when
climate change, if left unabated, represents an existential
threat to both rich and poor countries. Hence, thereis a
shared global vision that one should make the transition
from fossil fuel intensive energy system to an energy
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Investment in clean energy using
a combination of fiscal, monetary,
financial incentives and public
procurement policies.

JUST TRANSITION

883
S

Strengthening social protection
system to mitigate adverse
consequences on cohorts affected
by transition to green

SS

Education and training policies,
active labour market policies to
fortify workers to cope with change.




system that relies heavily on renewables leading to the
consolidation of a green economy. This is a particular form
of structural transformation that will be the defining feature
of the future for both poor and rich nations.

One can commence the discussion by recalling the core
concept of JT as advanced by the ILO: ‘A Just Transition
means greening the economy in a way that is as fair and
inclusive as possible to everyone concerned, creating
decent work opportunities and leaving no one behind'.

There are three pillars that make up JT (see Figure 12). They
are meant to reap the benefits of a green economy—and
hence mitigate climate change—while minimising the
disruptions caused by movements of resources to new
activities and sectors.

Figure 13: Units: billion USD (2022) annual clean
energy investment
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There is the challenge of dealing with the global divide with
respect to investment in clean energy (pillar 1 of JT). China,
EU, and USA are primarily leading in this sphere. The rest
of the world, including Japan, is far behind. In some cases,
there appears to be a decline in investment in renewables—
such as Indonesia and Russia.

One growing trend in both rich countries of the West

and China is the promotion of electric vehicles (EVs) and
the phasing out of internal combustion engines (ICE)

as a means of reducing greenhouse gas emissions. The
key issue is whether this strategy is aligned with the JT
agenda in South Asia. This is where the global divide in
the transition to a green economy cannot be overlooked.
China is unique among emerging economies in terms of
boosting EVs. Even other systemically important emerging
economies, such Brazil, India and Indonesia, lag far behind
China in terms of EV ownership.

Car ownership rates are low in South Asia, given prevailing
socio-economic conditions. There is limited access to
electricity among the general population. EVs are more
expensive than ICEs in the absence of subsidies, but the
provision of such subsidies on a long-term basis might

be beyond the fiscal capacity of many governments. In
addition, they need to be supported by the installation of
charging stations entailing expensive upfront investments.

Without additional investments in the electricity grid,
such charging stations will drain electricity supply from
households and businesses.

One also needs to be aware that a substantial increase in
the production of EVs entails commensurate increase in

the mining of requisite metals and minerals that are often
located in poor countries, such cobalt-rich DRC. This in turn
could have deleterious environmental consequences.

Boosting the use of privately owned EVs might not be fully
aligned with the goals of JT in South Asia. Other options
include the electrification of public transport and use of
solar energy in the electrification of basic amenities. Not
surprisingly, in India, several states, such as Assam, Andhra
Pradesh and Madhya Pradesh, have opted for 100 percent
electrification of public buses by 2030.° This is a goal that
other South Asian countries can follow.

Digitisation and the labour market

Among many indicators of assessing digitisation in South
Asian countries, the Digital Entrepreneurship Index is a
robust composite index used by the World Bank. According
to the World Bank (2022) Bangladesh and Nepal are at the
bottom of the list of South Asian countries in this Index,
while India and Sri Lanka have the most developed digital
entrepreneurship ecosystems in the region (Figure 14).
This indicates how the future of work is shaping up in the
region in terms of adapting the ‘fourth industrial revolution’
(4IR) at the firm and enterprise levels. This will have

certain impacts on the labour market including the short-
term negative effects on low-skill jobs and workers. The
medium-term effect will also be negative, such as millions
of Ready-Made Garment (RMG) industry workers who lost
jobs due to the integration of automation in Bangladesh are
still unemployed as they do not have advanced skill sets.
However, eventually, there are likely to be more jobs and
economies of scale in many sectors because of the rapid
adaptation towards technological transformation. Skills
policies, employment policies and social protection policies
in the region should reflect on the nature of technological
transformation and their impact on the labour market
carefully.

Figure 14: Digital Entrepreunership Index South Asia
(2022)

o I I I I I

Sii Larka Pakistan pal Bangladech

o

=

th

Source: World Bank (2022)



Summary and recommendations

South Asia faces manifold labour market challenges that
hobble the capacity of the countries in the region to make
significant progress towards attaining the SDGs. These
challenges are compounded by the risks posed by climate
change and the tensions between job creation and job
displacement engendered by rapid digitisation. Relying on
growth alone will not resolve the labour market challenges
confronting South Asia. One would need a resolute
political commitment to an inclusive economic strategy
that emphasises decent jobs for all, comprehensive social
protection, living wages and secure working conditions,
closing the gender gap, harnessing the benefits of
digitalisation, and embracing just transition to a green
economy.

The following recommendations are meant to facilitate
policy dialogue among key stakeholders in the South Asian
region on crafting a strategy to respond to the core labour
market challenges discussed in this paper. Such a strategy,
if successfully financed and implemented, will enable

national governments to make substantial progress towards

B

the attainment of the SDGs.

RECOMMENDATION 1
Comprehensive national employment policy (NEP)

with effective implementation strategy

Governments of South Asian countries should emphasise
formulating comprehensive modern NEPs with a focus
on high-growth sectors for employment generation.

The NEPs should have active labour market policies

and gender-inclusive strategies with an integrated
approach that is aligned with the major development
strategies of the countries. NEPs should be supported by
implementation strategies/action plans using a ‘whole-
of-government' approach.

B

RECOMMENDATION 2
Increased coverage of social protection schemes

South Asian countries should increase budgetary
allocation as a share of GDP in social protection
programs and schemes. Unemployment insurance,
employment injury schemes, and schemes for women
and disabled persons should be the key priorities for
designing and implementing national social security
strategies.

RECOMMENDATION 3 k
Formulation of modernised labour inspection system

South Asian countries should have modernised labour
inspection systems with transparency and accountability
in place for improved and effective compliance with
respect to mandated minimum wages and safe working

conditions.

RECOMMENDATION 4
Strong labour governance and institutes

Strong labour governance with ratification and
implementation of ILO conventions, especially those
pertaining to the right to collective bargaining and freedom
of association, is crucial for South Asian countries. Social
dialogue and tripartite participation of government,
employers, and workers are pivotal for having robust
labour governance in countries in South Asia.

RECOMMENDATION S k

Increased public and private investment

Budgetary allocation for increased public expenditure in
both conventional and digital infrastructure to create jobs
and implement NEPs should be a top priority in South
Asian countries. Ensuring equitable access to digital
infrastructure is essential. Moreover, boosting private
investment for diversified manufacturing-led growth, and
to facilitate just transition to a green economy, are critical
for South Asian countries to accelerate job growth while
responding to the challenges of climate change.
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