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The World Bank Group in the Philippines

Making Growth Work for the Poorwww.worldbank.org.ph

In the Philippines Country Assistance Strategy for 2010-2012, the World Bank Group 
focuses on Making Growth Work for the Poor, which means making sure no one is 
left behind the economy improves. Households and communities, especially 
the most at risk, should have better income opportunities and less vulnerability to 
sudden economic difficulties.

They should have better education, good health care, and have access to 
information and infrastructure, thus empowering them to participate in 
economic activities and transform their lives.

The World Bank Group also helps government agencies, local government 
units, and other sectors of society demonstrate improved accountability 
and transparency for better economic and social outcomes.
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W hile economists and government officials assess the impact of the global 
economic downturn on Asia, millions of laid-off workers and recent college 
graduates face the real guesswork of figuring out how they are going to make 
a living.  Indeed, lines of job seekers are lengthening across Asia, as the global 

crisis causes export markets to shrink and the high-flying, export-driven economies that feed 
them to skid.

In this edition of Development Asia, we examine the impact of the global economic crisis on 
Asia’s labor markets, starting with an overview from William Branigin, a journalist for 
The Washington Post and the newspaper’s former Southeast Asia bureau chief for more than 
a decade. More than the resolve of individuals, the crisis is testing the ability of nations and 
multilateral organizations to improve living standards across the continent.

This issue goes on to follow the unemployed into the informal sector—the legion of street 
vendors, pedicab drivers and other largely unregulated workers who account for upwards of 50% 
of the economic activity in some countries.  For years, this group has acted as a social safety net 
for the unemployed in Asia: people traditionally took to the streets to earn when they lost their 
more formal jobs or to earn more for their families during off hours. Bangkok-based journalist 
Karen Emmons finds this tradition coming under strain in the current crisis.

In other stories, Bronwyn Curran, a journalist with extensive experience reporting from 
Pakistan, examines the link between political instability and high unemployment rates among 
young men. Meanwhile, writer James Hutchison visits the garment factory district to find women 
workers particularly hard-hit by the global economic downturn, and Bruce Heilbuth documents 
the suffering of the millions in Asia who rely on remittances—payments sent home by relatives 
working overseas—as those sums shrink.

In stride with the special report on labor and employment in Asia, we look at innovative 
trends in development: a program started in Latin America, now replicated globally, offers 
conditional payments to poor families if they educate their daughters, or vaccinate their children, 
or do other specific tasks. These conditional cash transfers, as they are called, are controversial in 
some quarters, but they have produced impressive results. 

We also explore the issue of private schools for the poor. Long a privilege of the wealthy 
and middle class, an increasing number of nongovernment schools serving poor children can 
be found around Asia. In our From the Field section, New Delhi-based writer Neeta Lal talks 
to Bindeshwar Pathak, the curator of a toilet museum. The interesting and humorous museum 
highlights Mr. Pathak’s pioneering work in sanitation for the poor in India. 

As always, the issues and trends discussed in this edition of Development Asia are designed 
to start conversations and trigger debate. We hope you will share those discussions with us by 
e-mailing editor@development.asia, and, in the process, help keep our editors employed!

        Ann Quon
        Publisher

Feeling the Pinch
of the Global 
Economic Downturn
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LETTERS TO THE EDITOR

CONTRIBUTORS

Focus on Asia

I recently picked up Development Asia No 3. April 2009 whilst 
sitting in an airport lounge, and didn’t expect much. But how 
handsomely I was rewarded! I was immediately impressed 

by the professionalism of the journalism. The articles are well 
researched and written, polished, and well presented, and 
cover a diverse range of subjects specific to Asia. Where else 
can one read about slum tourism in Mumbai and approaches 
to regionalism in Asia compared to Europe all under one 
cover? This kind of regional press is what mainstream media 
misses, and all too often issues in Asia become bylines of US 
and European syndicates. I’m pleased to see dynamic, targeted 
journalism such as this gaining a wider readership and even 
making its way into airport lounges. I wish you all the best for 
future issues.

DAVID BARTON, PhD
Australian National University
Canberra, Australia

Importance of Personal Relationships

John Mclean’s article: “Will ASEAN’S New Charter Bring 
Greater Cooperation?” is a good barometer of the status of 
ASEAN as a tool for development.

          Reading his article printed in Development Asia, April 2009 
edition, my view is that personal relationships, a stepping stone to 
doing business, have not really flourished in the region.  
          There are greater cultural relationships going on between 
UK and Malaysia than between Kuala Lumpur and Manila, or 
between Davao and Manado.  
          Without this strong personal friendship and ties as a 
foundation of cooperation, no amount of agreements will bind 
ASEAN in the years to come.
          People-to-people, person-to-person programs must be 
hatched in the long term if integration and unity of purpose can 
be achieved.  Everything begins with people.
 Congratulations on your well-written magazine.

MIGUEL Z. PATOLOT
President
Global Trade Management Consultancy Services
Manila, Philippines

Comments are encouraged. Please write: 
editor@development.asia
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Countries from Northern Europe and 
Southeast Asia scored high in the 
“stress test” conducted by the In-

ternational Institute for Management De-
velopment, the Switzerland-based business 
school that publishes the annual World Com-
petitiveness Yearbook.

The Stress Test on Competitiveness 
provides an analysis of which countries are 
better equipped to survive the global finan-
cial crisis and improve their competitiveness 
in the near future. The test focuses on expo-
sure, readiness, and resilience during a world 
recession. It is a new feature of the World 
Competitiveness Yearbook 2009. 

Denmark finished first in the stress 
test, followed by Singapore. The United 
States came in 28th place in the stress test 
but finished first as the most competitive 
country in the overall 2009 rankings. 

Other countries with less than 30 mil-
lion inhabitants from northern Europe and 
Southeast Asia ranked high in the stress test. 

“Smaller economies are often more fit 

A business newspaper in Bangkok is teaching 
children what adults have learned from the 
global financial crisis.

Krungthep Turakij (Bangkok Business News), 
a daily Thai-language newspaper owned by the Na-
tion Multimedia Group, organized a financial camp 
for children in June that provided them with a basic 
understanding of economics and taught them how 
to be financially smart and independent. Sponsored 
by Siam Cement Group, the 2-day Happy Kid 
Money Camp at Chulalongkorn University was of-
fered free to children, ages 10–12.  Participants were 
selected based on the written essay or video clip they 
submitted before the activity.

In an article published in The Nation website, 
Duangkamol Chotana, executive editor of Krung-
thep Turakij, said the global crisis motivated the 
business newspaper to organize the camp. l

Australia has offered to write off
A$75 million (about $60 million) in 
commercial debt to Indonesia on 

one con dition: Jakarta must invest half that 
amount in tuberculosis (TB) prevention and 
treatment programs.

TB is a public health priority in Indone-
sia. According to the World Health Organiza-
tion’s Global Tuberculosis Control Report 2008, 
the country ranked third after India and the 
People’s Republic of China on the list of 22 
high-burden TB countries in the world. 

Australia is the second country to sup-
port the Debt2Health debt-conversion ini-
tiative of the Geneva-based Global Fund 
to Fight AIDS, Tuberculosis and Malaria. 
Germany was the first to join the initiative.

The Global Fund, a partnership between 
governments, civil society, the private sector, 
and communities, hopes Debt2Health will en-
able poor countries to reach their Millennium 
Development Goals in public health by free-
ing up resources to fight HIV/AIDS, TB, and 
malaria. l  

Debt for HealthTest of Economic Resilience

Thai Kids Going 
to Money Camp
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to adapt and rebound in difficult times,” 
says Professor Stéphane Garelli, director of 
the World Competitiveness Center of the 
International Institute for Management 
Development. “Another explanation is 
that several of these nations have already 
undergone quite severe financial and real 
estate crises in the not-so-distant past and 
may have been more cautious in their poli-
cies. Qatar and Chile also display advan-
tages to confront the crisis.” 

He adds, “Smaller nations, which are 
export-oriented, resilient, and with stable 
sociopolitical environments, are better 
equipped to benefit immediately from the 
recovery.”

The larger exporting nations occupy 
the 18th and 30th positions in the stress 
test. These include the People’s Republic of 
China in 18th place; Brazil, 22nd; Germany, 
24th; Japan, 26th; and Republic of Korea, 
29th. l 

 —Compiled and written by Liza Solano
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FREE PARKING Vehicles inch along during rush 
hour in Bangkok. 

A
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The economic costs of climate change in 
Southeast Asia are forecast to be much 
higher than the global financial crisis.

Unless global warming is addressed, 
Indonesia, Philippines, Thailand, and Viet 
Nam could experience combined damage 
equivalent to more than 6% of their gross 
domestic products every year by the end of 
this century, according to a recent Asian De-
velopment Bank (ADB) study.

“Climate change seriously threatens 
Southeast Asia’s families, food supplies, and 
financial prosperity, and regrettably the worst 
is yet to come,” says Ursula Schäefer-Preuss, 
vice president for knowledge management 
and sustainable development at ADB. She 
notes, however, that “with the world mired 
in the current financial crisis, climate change 
risks are being pushed down the policy 
agenda.”

The Asian Development Bank and the 
Islamic Development Bank (IDB) are 
setting up Asia’s first major multicoun-

try Islamic Infrastructure Fund.
The fund, targeted at $500 million, 

will make Shari’ah-compliant equity invest-
ments in the 12 countries that are borrowing 
members of both development banks: Af-
ghanistan, Azerbaijan, Bangladesh, Indone-
sia, Kazakhstan, Kyrgyz Republic, Malaysia, 
Maldives, Pakistan, Tajikistan, Turkmeni-
stan, and Uzbekistan.

Investing with Faith  

DON’T LOOK NOW  Who is putting the bite on travelers? 

Nepal’s anti-corruption body has 
come up with a simple yet unortho-
dox way of stopping airport staff 

from pocketing bribes. 
The Commission for the Investiga-

tion of Abuse of Authority has investigated 
complaints of corruption at Tribhuvan in-
ternational airport in Kathmandu. In June, 
the commission instructed the Ministry of 
Civil Aviation to issue pocket-less trousers 
to airport officials. 

Earlier, an AFP report said Nepal’s 
Prime Minister Madhav Mumar expressed 
concern that rampant corruption was dam-
aging the international airport’s reputation.

Tourism is a major employer and hard 
currency earner in Nepal, one of the world’s 
poorest countries. The Ministry of Tourism 
and Civil Aviation said it contributed $231 
million or about 42% more to the economy 
in 2007, a year after a decade-long civil con-
flict ended. It also reported that more than 
half a million tourists visited the country 
that year. l

A
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Climate Change Worse than the Financial Crisis

Or They Could Use ‘Transparent’ Pockets

The report, entitled The Econom-
ics of Climate Change in Southeast Asia: 
A Regional Review, used reviews of previ-
ous studies, impact assessment models and 
extensive consultations with national and 
regional experts to examine climate change 
challenges facing Southeast Asian nations.

The study, entitled The Economics of 
Climate Change in Southeast Asia: A Regional 
Review, advocates greater regional and 
global cooperation in addressing the root 
causes of climate change. It cites initia-
tives in the areas of water basin manage-
ment, shared marine ecosystems, extreme 
weather events, and the containment of 
infectious diseases.

The study advises Southeast Asian na-
tions to include green stimulus programs in 
their stimulus packages, as these can create 
jobs and lower emissions at the same time. l

Sharia’ah-compliant instruments com-
ply with Islamic law, which bars investment 
in interest-bearing securities or in forbidden 
activities such as gambling.

“With increasing demand for Islamic 
finance by both investors and clients, we 
expect the fund to attract capital not only 
from the Islamic world, notably the Middle 
East region, but also from a wide range of in-
stitutional investors all over the world,” said 
Walid Abdelwahab, director of IDB’s Coun-
try Operations Department (Asia). “Despite 

the tightening liquidity around the world, 
there is still a substantial amount of wealth, 
and many investors are increasingly interest-
ed in putting their money to work in a way 
that complies with their faith.”

The sovereign wealth funds in the Gulf 
Cooperation Council countries are estimated 
to have totaled $1.2 trillion at the end of 2008.

The two development banks announced 
the plan during the 34th Annual Meeting of 
the IDB Board of Governors in Ashgabat, 
Turkmenistan in June. l



Alarming Unemployment

Even more worrisome, the ILO says, is the 
growing number of workers living in poverty 
or stuck in “vulnerable employment” with-
out adequate labor rights or a social safety 
net if they lose their livelihood or face a chal-
lenge such as serious illness.

Before 2008, the percentage of workers 
living in extreme poverty—defined as hav-
ing an income of less than $1.25 per person 
per day—was shrinking. The working poor 
comprised 21% of all workers, or about 624 
million, in 2007. This year, however, that 

trend is expected to reverse, with 122 mil-
lion to 233 million additional workers—24% 
to 28% of the global total—living in extreme 
poverty. Of those additional workers, more 
than two thirds live in Asia.

In its worst-case scenario, the ILO fore-
casts that the number of Asians in extreme 
poverty could rise to nearly 590 million, al-
most 69% of the global total.

 “Although the projected increase in 
the level of unemployment is a major global 
challenge, the potential increase in vulnera-

ble employment is even more alarming,” the 
ILO says. It estimates that half the global 
workforce—seven times more people than 
the number of unemployed—is likely to be 
in vulnerable employment this year.

In 2007, nearly 1.5 billion people around 
the world were in vulnerable employment, 
about 1 billion of them in Asia, the ILO re-
ports. This year there could be as many as 
1.6 billion people in that category world-
wide, 70% of them in Asia.

Especially hard-hit have been women, 
young people, and migrant workers. The 
global economic downturn also has raised 

concerns about remittances, a ma-
jor source of revenue for countries 
such as the Philippines and Viet 
Nam, and the nations of South Asia.

Despite stimulus measures en-
acted by various countries in recent 
months, including a $586 billion 
package in the People’s Republic 
of China (PRC), experts see little 

prospect of improvement in Asian labor mar-
kets in the short term. Some say progress 
requires structural changes and vast infra-
structure spending that the region’s econo-
mies are in no position to make now.

Tremendous Pressure

In the PRC, where there is relentless pres-
sure to create jobs for the country’s 1.3 bil-
lion people, demographic trends are expect-
ed to bring some relief. An aging population 

Even if economic dynamism returns to Asia, the region needs 
deep structural change to manage its vast labor markets and 
get people back to work

“…2009 will represent the worst 
global performance on record in 
terms of employment creation.”

—International Labour Organisation

A Long, Hard Journey Back to

Job Growth in Asia

SPECIAL REPORT

As Asia struggles to cope with a global 
economic downturn that has sharply 
trimmed its once-soaring growth 
rates, some of the harshest effects are 

hitting home among the region’s workers, es-
pecially the poorest and most vulnerable.

A dramatic drop in exports across Asia—
resulting chiefly from plunging demand in the 
United States and Europe—has triggered a 
surge of plant closings and layoffs in indus-
tries that churn out electronics, apparel, and 
a variety of other goods for foreign markets.

The result has been a sudden expansion 
of poverty, propelled not only by increased 
joblessness but by greater underem-
ployment, reduced working hours, 
and downward pressure on wages, 
benefits, and job security.

In its most recent update on 
worldwide employment, the In-
ternational Labour Organisation 
(ILO) projects that as many as 239 
million people around the world 
could be jobless this year, up from 180 million 
in 2007. As many as 104 million of the unem-
ployed could be in Asia (including East Asia, 
South Asia, Southeast Asia, and the Pacific), 
the ILO says.

Compared to data collected since 1991, 
the ILO’s approximate starting point of a 
more integrated global economy, “2009 will 
represent the worst global performance on 
record in terms of employment creation,” the 
ILO says in its Global Employment Trends re-
port issued in May.

By William Branigin
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means that fewer people will be entering the 
PRC workforce in the years ahead.

 “This tremendous pressure is going to 
last a few more years,” says Derek Scissors, 
a research fellow on Asian economic policy 
at the Washington-based Heritage Foun-
dation’s Asian Studies Center. “Three to 
five years from now you’ll see a noticeable 
decline in the number of workers entering 
every year,” ultimately leading to “net with-
drawals” from the labor force.

But in India, which is projected to 
surpass the PRC as the world’s most popu-
lous country by 2025, intense labor mar-
ket pressure is expected to continue for 
decades. 

“India has a long-term problem” in cre-
ating enough jobs for its popu-
lation, and the current crisis is 
exacerbating it, Mr. Scissors 
says. “But even when exports 
come back, they’re still going 
to have a problem of creating 
lots of jobs for years.”

Indeed, according to ADB, 
the most important problem 
that policy makers in develop-
ing Asia face in the coming de-
cades is generating enough employment for 
the region’s huge labor force.

“The phenomenal success measured 
in terms of GDP growth and poverty reduc-
tion in the last three decades, particularly in 
East and Southeast Asia, does not seem to 
have led to more and better employment,” 
says a report on labor market issues by Rana 
Hasan and Jesus Felipe of ADB. “Of all the 
problems that beset developing Asia, the 

employment problem is probably the central 
one,” they write.

A Potentially Explosive Situation

While labor markets have taken a hit across 
Asia, from prosperous Singapore to impover-
ished Bangladesh, most of the world’s atten-
tion has focused on the PRC. The challeng-
es confronting the country stem largely from 
what the ILO calls “the world’s largest-ever 
peacetime flow of migration.” The organiza-
tion estimates that the number of rural mi-
grants seeking jobs in the country’s urban 
centers has risen from about 2 million in the 
mid-1980s to as many as 150 million today.

Since the economic crisis struck, an es-

timated 23 million Chinese migrant workers 
have lost their jobs, and about 670,000 small- 
and medium-sized enterprises have closed.

In addition, about 6.1 million univer-
sity graduates are entering the job market 
this year—500,000 more than last year’s 5.6 
million. And about 1.5 million of the 2008 
graduates failed to find a job, according to 
the Chinese Academy of Social Sciences. 

Officially, the PRC government puts 

the nation’s unemployment rate at about 
4%, but some dispute that figure. Research-
ers at the academy, the PRC’s leading think 
tank, have pegged the jobless rate in urban 
areas at 9.4%.

For the PRC government, today’s eco-
nomic conditions carry a sense of déjà vu. 
Twenty years ago, the government faced 
public unrest that fueled the Tiananmen 
Square protest movement. Now the world’s 
most populous nation is confronted by the 
same specter of soaring joblessness and 
growing economic hardship. 

The PRC faces an enormous challenge 
in absorbing the 150 million surplus workers 
from the rural sector, as well as new entrants 
to the labor market, and 5 million to 10 mil-
lion people who have been laid off from state 
enterprises in the last 3 years, says Eswar 
Prasad, a senior fellow at the Brookings In-
stitution and a professor of trade policy at 
Cornell University.

“This is a major concern for China,” he 
says. “If they’re not able to deliver a decent 
level of job growth, it could affect social sta-
bility. This creates a potentially explosive 
situation if there isn’t a good social safety 
net in place. It’s a challenge that has been 
substantially heightened by the adverse ef-
fects of the current crisis.”

 Even some PRC authorities have begun 
to speak openly of their concerns that the 
economic crisis could lead to social unrest 
this year.

“In 2009, Chinese society may face more 
conflicts and clashes that will test even more 
the governing capabilities of all levels of the 
party and the government,” Huang Huo, bu-
reau chief of the official Xinhua news agency 
in the southwestern city of Chongqing, tells 
the agency’s Outlook magazine.

Reliance on Exports 

PRC authorities recognize that they need 
to invest more in rural areas to provide jobs 

that would stem the flow of mi-
grants to the cities—and limit 
potential pockets of urban 
discontent. While hundreds of 
billions of dollars have been 
invested in the countryside, 
the spending has not kept pace 
with investment in urban ar-
eas.  According to the PRC’s  
National Bureau of Statistics, 
investment in rural areas from 

all sources in 2008 came to about $351 bil-
lion, but that paled in comparison to the 
roughly $2.16 trillion that was poured into 
urban areas.  

In addition to spending on infrastruc-
ture, Beijing has been trying to spur con-
sumption and job growth in rural areas by, 
for example, cutting taxes for farmers, offer-
ing villagers coupons, allowing them to buy 
appliances such as refrigerators at minimal 

SPECIAL REPORT

TOOLS DOWN, TOES UP  Laborers take a nap in a street as they wait to get hired in Jakarta.

A
FP

 

“If (the People’s Republic of China is) 
not able to deliver a decent level of 
job growth, it... creates a potentially 
explosive situation....”

—Eswar Prasad of the Brookings Institution
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Last year, Aningsih dreamed of moving 
out of the tiny wooden house she 
shares with eight family members 

and studying at a university. The 28-year-
old from West Java, Indonesia, had been 
earning about $72 a month stitching socks 
and sweaters at one of the five large gar-
ment factories that dominate the township 
of Rancaekek, east of Bandung.

Then orders from the United States 
and Europe began to dry up amid the glob-
al recession, and Aningsih was laid off, along 
with thousands of other workers.

Now she stays home caring for her 
infant son while her husband, Yantho, 30, 
struggles to make 
ends meet, working 
long hours stitching 
socks in another 
garment factory.

 “All our plans have changed,” the dis-
heartened young mother says. “There is no 
money.”

In many ways, her story is a typical one 
in Indonesia and around the region. Accord-
ing to Manpower and Transmigration Minister 
Erman Suparno, at least 51,000 Indonesian 
workers have been laid off this year as busi-
nesses adjust to reduced international orders.

Finding a new job is nearly impossible, 
Aningsih says. “You have to pay a person 
money to get a job in the textile factories. 
For 2.5 million rupiah [$200], they will find 
you a position. But I don’t have that kind 
of money.”

Her husband faces an uncertain future 
as well. “He does not have a permanent job 
or a contract for working in the factory,” 
she says. “So we never know whether we 
still have money next month.”

Saving money is no longer possible 
for the ethnic Sundanese family. Prices for 
food and cooking oil have doubled or even 
tripled since last year, making life difficult 

for Rancaekek resi-
dents. “We can still 
eat lalap,” a local 
fish, chicken, and 
vegetable soup, says 

Aningsih’s father, Rukmin, 55, who drives 
a cycle rickshaw and works on construc-
tion sites. “But we cannot afford any other 
meat. It became too expensive.”

Many in her neighborhood suffer from 
depression, Aningsih says. Sometimes 
neighbors come to the aid of those who 
are especially hard-pressed. “We try to 
help each other.” l

A Neighborhood in Depression

KNITTED BROWS Aningsih lost her job at a textile factory in West Java last year after orders 
from the US and Europe dwindled. She says finding a new job is nearly impossible in her small town 
where residents heavily rely on jobs provided by five big textile factories.

cost, and giving college graduates full re-
funds of their tuition fees if they take jobs 
in poor and relatively undeveloped parts of 
central and western PRC.

When the PRC started its economic 
reforms in 1979, the government focused 
primarily on the country’s rural areas, the 
Heritage Foundation’s Mr. Scissors notes. 
After the unrest in the late 1980s, Beijing 
switched its reform efforts to urban areas. 
Since then, economic gains have been more 
concentrated in cities.

“Urban investment was six times larger 
than rural investment in 2008, even though 
the rural population is twice as large as the 
urban population,” he says, citing figures 
from the National Bureau of Statistics. In 
other words, per capita investment is 12 
times higher in urban areas than in rural ar-
eas.

“The Chinese have both a short-term 
problem and a structural problem to deal 
with,” says Mr. Prasad. The structural prob-
lem is that the economy still depends heav-
ily on the export sector to generate employ-
ment growth, but major incentives, such as 
financing available from state banks, are all 
tilted toward investment-led growth. Large 
state-owned enterprises get most of the 
credit that flows through the banking sys-
tem, and they have every incentive to invest 
in physical capital.

“This substantially dampens employ-
ment growth because the incentives are for 
investment-led production,” he says.

The export sector, however, generates 
most jobs in the PRC these days—a big 
problem given the current global crisis. “It is 
very difficult to see prospects of strength in 
the world economy sufficient to absorb large 
volumes of Chinese exports,” Mr. Prasad 
says.

“This is a long-term problem they have 
even when their economy is growing by 10% 
to 12% a year,” he adds. Even that level of 
GDP growth has produced net employment 
growth of only about 1% a year.

According to Messrs. Felipe and Hasan 
of ADB, while it took a 3% economic growth 
rate in the PRC to produce a 1% increase 
in employment in the 1980s, it took an 8% 
growth rate to achieve the same result by 
the 1990s. This is because of increasing re-
liance on modern technologies and capital-
intensive industries to boost output, which 
is a continuing trend.

As a result, even though the PRC’s Na-
tional Development and Reform Commis-
sion estimated in early 2006 that the coun-
try would need to create about 25 million 
urban jobs to accommodate new job seekers, 
workers laid off from state enterprises, and 
rural migrants, Messrs. Felipe and Hasan say 
urban areas would be able to generate only 
about 11 million jobs.

To manage its unemployment problem, 
the PRC needs to maintain a GDP growth 
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“We can still eat lalap.”
—Rukmin, a cycle rickshaw driver

One laid-off woman shows small-town fallout

By Jan Lepeltak
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rate of at least 8%, economists say. But af-
ter reaching a peak of nearly 12% growth in 
2007, output has fallen off sharply, and pri-
vate forecasters, such as Moody’s Investors 
Service, say it could drop to as low as 5% this 
year.

A Demographic Dividend

Many economists think that the way for the 
PRC to solve its employment growth problem 
is to shift away from dependence on exports 
and boost domestic private consumption. 

“But this is not very easy to do in the 
short term,” Mr. Prasad says. “In the short 
term they’re sort of locked into their growth 
model. They have little choice but to keep rely-
ing on exports to generate whatever little em-
ployment growth they can muster.”

To stimulate domestic consumption, the 
Chinese need to reform their financial system, 
develop a stronger social safety net and im-
prove their health care and unemployment in-
surance systems. Over the years, the PRC has 
become a nation of savers, rather than spend-
ers, in large part because families needed to 
put away money for contingencies, such as job 
loss or serious illness. In the past, the absence 
of a social safety net was not considered such 
a big problem because state enterprises them-
selves were a safety net, offering health care 
and subsidized housing and education. But 
the streamlining of the state sector has sharply 
reduced that safety net.

SPECIAL REPORT
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HOPE IN A BOTTLE Some 200 Chinese staff members of Japan’s Matsushita Corporation factory in Beijing staged a sit-in protest in February 
after hearing the company’s plans to retrench employees.

A
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A PANADOL MOMENT An investor in Malaysia reacts as share prices dip amid a global sell-off triggered 
by growing concerns over the extent of the United States credit crunch. 

Harboring the World’s Poor

Other Asian nations also face a hard slog 
in their efforts to regain the employment 
rates they enjoyed before the economic 
crisis. Prescriptions for doing so vary by 

country, according to ADB, which cau-
tions policy makers against adopting a 
one-size-fits-all approach.

One potential pitfall lies in turn-
ing to rapid technological progress as 
a means of recapturing the economic 
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growth of previous years. ADB’s Messrs. 
Felipe and Hasan warn in their report on 
labor markets that this “may actually lead 
to increasing unemployment” since faster 
output growth does not require a propor-
tionate increase in employment.

 In their studies of labor markets 
in five Asian countries—the PRC, In-
dia, Indonesia, the Philippines, and Viet 
Nam—the authors reject calls by market-
oriented advocates of globalization for 
across-the-board labor market reforms. 
Instead, they call for “well-designed, 
country-specific piecemeal reforms that 
target the particular policies that inhibit 
employment creation.” They conclude 
that “labor market reforms aimed at in-
creasing flexibility are by no means a pan-
acea” for the region.

In India, where stringent labor laws 
make it difficult to lay off workers and, 
thus, make companies reluctant to hire 
in the first place, labor reforms may be a 
good idea, Messrs. Felipe and Hasan say. 
But in the Philippines, even though cer-
tain labor market policies may impede 
job creation, other factors underlie per-
sistent lackluster economic growth and 
the chronic unemployment and underem-
ployment that affect about a quarter of 
the islands’ workforce.

 According to the ADB report, con-
ditions such as “substandard investment, 
lack of sensible population management 
policies, incomplete land reform, and the 
monopolistic structure of the economy 
are probably more important factors in 
explaining the country’s situation.”

 In Indonesia, the emergence of 
democratic rule in 1998 led to improve-
ments in workers’ rights. But some ana-
lysts have argued that large hikes in the 
minimum wage and severance pay have 
raised businesses’ costs and reduced 
demand for labor. Messrs. Felipe and 
Hasan counter that the evidence for 
these claims is weaker than commonly 
believed. Instead, they suggest that con-
straints on foreign investment and for-
mal sector employment can be better 
explained by “macroeconomic instabil-
ity, policy uncertainty, and corruption,” 
as well as business regulations that are 
“very cumbersome by international and 
regional standards.”

 The report urges Asian governments 
to give top priority to promoting “full, 
productive, and decent employment” 
without resorting to “populist mea-
sures” such as creating thousands of un-
needed jobs in state enterprises. But the 
authors are under no illusion that this 
will be easy.

 In fact, they conclude, “it is easy to 
conceive of a region, say, 25 years from 
now, that, despite continuous growth, 
still harbors most of the world’s poor.” l

Keeping, creating jobs
Infrastructure projects are given 
the lion’s share of most stimulus plans.
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Millions of Workers Pushed into Informal Employment

nancial crisis and its impact on Asia. 
“Job recovery will take longer than 

economic recovery in countries that are 
export-dependent,” explains Gyorgy Szi-
raczki, a senior economist with the Inter-
national Labour Organisation (ILO). “The 
Asia–Pacific region has probably the great-
est reliance on exports.” 

As economic growth in Asia began to 
decelerate throughout 2008, Mr. Sziraczki 
and colleagues observed freezes on recruit-
ment and cuts on working time and ben-
efits. They have been keeping an eye on 
the “downward pressure on wages,” worried 
about the implications for the future.

When those attempts to save jobs 
weren’t sufficient, the ILO began monitor-
ing the large-scale job losses that followed 
in some sectors. But the economists noticed 
that unemployment was not increasing as 
much as would be expected. 

With considerable experience study-
ing the Asian workforce, Mr. Sziraczki 

SPECIAL REPORT

When Sureeporn Panturee’s 
electronics employer cut out 
her overtime pay in early 
2009, her family decided 

she would be better off selling secondhand 
clothes in a Bangkok street stall, even in 
hard rain or hot sun. 

“I hoped I would get better money if 
I personally did the selling,” she says. Ms. 
Panturee used to spend her days in an air-
conditioned assembly line. It was how she 
and her husband could pay their truck in-
stallments and take care of their parents. 
With overtime, she made up to $350 a 
month—more than her husband earned. 

The 3,000-employee company stopped 
paying overtime to cope with the decline 
in export orders, she explains. That slashed 
Ms. Panturee’s salary by half. Her salary, 
combined with that of her husband, was 
not enough to cover their monthly needs—
even though they live with his parents. 

She has been selling used clothes since 
January while looking for another job. She is 
one of millions of workers across Asia leaving 
the formal sector for informal and unprotected 
work in order to survive the global economic 
downturn. 

“It will be difficult to find a new job be-
cause so many are now jobless. Plus, so many 
have just graduated,” she says on her first day 
selling clothes in a new location at an upscale 
Bangkok shopping mall, which began offering 
hall space every Thursday evening in March to 
unemployed people to sell whatever they can 
in what is dubbed “The 2nd Hand Club.”

Asia’s Faulty Safety Net
By Karen Emmons

People Can’t Afford 
to be Unemployed

Ms. Panturee’s new job may indeed take 
a while to materialize, according to econ-
omists monitoring the international fi-
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CLOTHING THE WORLD 
Bangladeshi weavers work in a factory 
in the village of Rupganj Thana, on 
the outskirts of Dhaka. As its biggest 
export industry, the garment trade 
underpins Bangladesh’s economy.



knew that “people can’t afford to be unem-
ployed” because of weak social protection 
systems and high levels of poverty in most 
of developing Asia. Investigating further, 
he could see a considerable shift to the 
rural sector and to informal and vulnerable 
employment. 

In the People’s Republic of China 
(PRC), job losses from large-scale fac-
tory closures, combined with an indus-
trial restructuring to higher value-added 
production, pushed more than 20 million 
workers back into the countryside looking 
for scarce work, according to an ILO pa-
per that Mr. Sziraczki and his colleagues 
prepared for a forum in Shanghai.

Thailand’s fourth-quarter 2008 em-
ployment figures showed a contraction of 

wage employees by more than 100,000. But 
compared to the previous year, the num-
ber of own-account and contributing fam-
ily workers increased by “an astounding” 
800,000, reports the ILO paper on labor 
market impacts and policies for recovery in 
Asia.  

In Indonesia, around 63% of the labor 
force’s 109 million people now work in the 
informal sector, it was reported during a 
recent gathering of Asia-Pacific workers’ 
organizations at the Asian Development 
Bank (ADB). 

More Than One Billion 
Vulnerable Workers 

Out of necessity, people are making a bee-
line for whatever work they can find—sub-
contract work, domestic work, street vend-

Asia’s Faulty Safety Net
ing, selling petrol or cigarettes, or day labor.

Even before the crisis, many workforces 
were competing against “casual” or tempo-
rary work, which is also part of the informal 
sector. Some are home-based activities or 
small workshops that pay lower than regular 
factory work. Sometimes workers—women, 
low-income, or male migrants—work along-
side factory workers but under different 
terms of employment.   

The ILO estimates that 1.1 billion Asian 
workers—62.2% of all workers in the region—
were in vulnerable employment in 2007. They 
had no job security, low wages most likely, no 
recourse for labor violations, and no benefits. 
Given the large economic shock that is occur-
ring, ILO economists worry that the number 
of people in vulnerable employment could in-
crease by “an alarming” 52 million in 2009, an 
increase of 4.7% since 2007.
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Women, many analysts are quick to point 
out, make up the largest share of vulnerable 
employment throughout the region.

Asia’s Social Safety Net

The informal economy has become a social safe-
ty net for many workers. When no unemploy-
ment benefits are to be drawn, then becoming 
a roadside vendor, pedicab driver, or day laborer 
takes its place. Though this is a widespread 
survival technique, some workers laid off from 
good-paying regular employment are humili-
ated by moving into the informal sector. 

“Anybody who works in informal service 
positions is not considered in a good light 
by Cambodian society, which devalues the 
rights and morality of Cambodian women 
who take up these kinds of jobs,” Am Sam 
Ath, a technical supervisor for Licadho, a hu-
man rights organization, told the Phnom Penh 
Post in March.  

Although new informal vendors like Ms. 
Panturee are finding a growing market as the 
financial crisis forces shoppers to spend less 
money, others are facing a shrinking market, 
especially in areas affected by tourism. An ILO 
rapid assessment of the Cambodia situation, 
published in March, reports that drivers of the 
tuk-tuk (motorized rickshaw) have experienced 
a decline of up to 87% in their daily earnings 
since mid-2008. The same report notes that 
per capita income has declined among subsis-
tence farmers, and wages were depressed for 
workers in business farming.

To compound the problem, the ranks 
of informal workers likely will continue to 
swell.  “Massive employment shifts are still 
to come,” warns the ILO’s Mr. Sziraczki. 
The ILO projects that the number of unem-
ployed in Asia could see an “unprecedented 
increase” in the near future. 

Impact on Workers’ Lives

Women, youth, and migrants are among 
the most affected by the workforce shifts. 
Women had a greater portion of the export 
factory jobs before the crisis. Youth and mi-
grants tend to be the first to be let go and 
the most affected by shrinking job oppor-
tunities. 

Informal sector work comes with it no 
security. For some women, it has the risk of 
sexual abuse as well. The move out of formal 
employment, with its varying forms of pro-
tection depending on the country, could give 
rise to “working poverty.” People in extreme 
working poverty are employed but live in 
households where the family survives on less 
than $1.25 per person per day. According to 
ADB’s Asian Development Outlook 2009, the 
number of people living below that thresh-
old could rise by 62.3 million in Asia in 2009.

“The big question is: how will people 
survive?” asks Mr. Sziraczki.

He believes government training 
schemes can play a critical role, but many 

retrenched workers who turn to the informal 
sector have no access to them. Conditional 
cash transfers tied to school enrollment of 
children or medical checkups and rural em-
ployment guarantee schemes, such as those 
in India that provide 100 days of work at a 
minimum wage per year per family, would 
also help workers and their families from 
falling deeper into poverty.

Job creation needs to consider the 
preponderance of female workers “bearing 
the disproportionate impact of job losses,” 
argues Bethan Emmett, a policy advisor to 
Oxfam Great Britain, in a report on women 
and the global crisis. Government respons-
es, she writes, “are inadequate or targeted 
overwhelmingly at male employment,” with 
stimulus packages largely in construction 
and infrastructure sectors. 

“Governments need to ensure that 
their responses to the crisis counter not just 
the deflationary trend of global markets but 
also the tendency to undermine women’s la-
bor rights,” says Ms. Emmett. 

UNPROTECTED Child workers remove pebbles from liquid clay in a ceramics factory in Khurja, a small 
town in the Indian state of Uttar Pradesh.

ADB and the ILO are collaborating on 
a study that will assess the impact of the 
crisis on workers’ lives in the production 
supply chain in several countries, including 
the electronics sector in the Philippines’ 
export processing zones, furniture produc-
tion in the PRC, the garment sector in 
Cambodia, and car accessory production in 
Thailand. 

Preliminary assessments indicate that 
governments have a strong role to play in sup-
porting enterprises and workers during the 
crisis. Based on data from the International 
Monetary Fund, Asian countries spend only 
2.2% of their gross domestic product on social 
protection, much lower than other regions, 
such as 2.8% in Africa, 11.5% in Central and 
Eastern Europe and the former Soviet repub-
lics, and 14.2% in advanced economies.

Until investment in social protection pro-
grams in Asia increases, analysts say, people will 
stitch together their own social safety net—on 
street corners, in market stalls, with pedicabs, 
and however else they can to survive. l

SPECIAL REPORT

Ph
ot

on
on

st
op



•  B i o m a s s  a n d  b i o g a s  u t i l i z a t i o n  •  G e o t h e r m a l  p o w e r  •  H y d r o p o w e r  •  S o l a r  p o w e r  •  W i n d  p o w e r  • 

www.adb.org

As a climate-changing greenhouse gas, methane is more than 
20 times more potent than carbon dioxide. Unfortunately, methane 
emissions from livestock waste are growing, and increasing fastest in 
developing countries. ADB offers funding for biogas technology that 
uses animal waste for generating clean energy for cooking and electricity. 
Providing renewable energy for thousands of poor households. 
And switching Asia on to a low carbon growth path.

ADB. Investing in climate change solutions for Asia and the Pacific.

Some solutions for 
climate change

stare you right in the face

Development Asia_CC_Cow.indd   1 28/07/2009   1:27:21 PM



CASH FLOWING
A slowdown in international remittances could spell hardship 
for millions in Asia. But technology offers hope

two days out from Southampton under a gray sky, Cunard’s � ag-
ship liner Queen Mary 2 is on her way to New York on her 28th 
transatlantic crossing of the year. 

Down on Deck 5, cabin steward Argie Anova is oblivi-
ous to the weather. He has returned to duty from his afternoon nap, a 
90-minute break in a grueling 16-hour day in which he cleans, collects 
laundry, and makes beds in 15 cabins. 

Tireless, the stocky 36-year-old Filipino greets everyone with a 
smile. Anova has been working on cruise ships since 1996 and, on this 
trip, is accompanied by his wife, Joy, also a steward whom he met in 
Hong Kong, China. � eir 9-month contract is nearly up, after which 
they’ll have 8 weeks o�  with their two children who live with grandpar-
ents in the Philippines.

� e couple has been regularly sending money home. � e United 
States dollars they earnÐr ivaling what a company executive can expect 
to get in ManilaÐis a vital lifeline for the extended family, and is help-

Keeping Cross-Border

By Bruce Heilbuth
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CASH FLOWING
fellow at the Overseas Development Insti-
tute, a British independent think tank on in-
ternational development.

Asian governments and nongovernment 
organizations fear it will cause widespread 
misery, and not without reason. � e Interna-
tional Labour Organisation estimates 80% of 
working migrants are the breadwinners for 
their families. In some Asian countries, as 
much as 70% of their remittances go to rural 
areas most a� ected by poverty.

Th ey Were Counting on Me

“� e big topic at the moment,” says Pedro 
de Vasconcelos, remittances coordinator of 
IFAD, “is how bad will it be?”

Pretty bad, say most experts. � e e� ects 
are already dramatic in Bangladesh, Cambo-
dia, and Indonesia where the labor-intensive 
construction industry has been hard-hit. “It’s 
very evident in Bangladesh, whose GDP 
is heavily reliant on remittances and where 
construction workers are unskilled,” says Mr. 
Cali. “Much of this money comes from mi-
grants in the Middle East.”

In the Philippines, one of the world’s 
biggest labor exporters, remittances are ex-
pected to decline by up to 7%. According to 
the World Bank, foreign remittances made up 
11.6% of the country’s GDP in 2007. Almost 
eight million overseas Filipinos generate for-
eign exchange and fuel domestic consump-
tion to cover the trade de� cit, repay foreign 
debt, and � nance household spending on 
everything from basic foodstu� s to cars and 
real estate. 

Indonesia is especially hard-hit. Some 
200,000 Indonesian nationals were sent 
home from Malaysia last year because of the 
� nancial crisis, according to a report from 
the United Nations news and information 
agency, IRIN. 

� e registered remittances Indonesian 
migrant workers send home account for 

more than $6 billion annually, comprising 
the second-highest source of income after oil 
and gas, according to the World Bank. Many 
of the 1,500 to 2,000 migrants now return-
ing daily through Jakarta’s Soekarno-Hatta 
International Airport borrowed to pay agent 
fees to secure their employment and have had 
little time working to recoup the costs. 

Twenty-year-old Risti Ariyani is among 
them. Her contract with a computer compo-
nents factory in Malaysia was abruptly can-
celed last year, leaving her no choice but to 
return to Central Java. Everyone in her fam-
ily, including her sisters now in school, de-
pended on the money she sent back. “[� ey] 
were counting on me,” she tells IRIN. 

Even where remittances go to lower- and 
middle-income households rather than the 
very poor, the money can be an important 
part of a village’s income and drive demand 
for goods and services in a broader area. “A 
decline causes a fall in demand for local ser-
vices, and has a ripple e� ect on the poorer 
families who provide services to people and 
businesses funded by remittances,” explains 
Mr. Cali. 

� is conclusion is supported by studies 
by the World Bank that demonstrate that a 
10% increase in per capita o�  cial interna-
tional remittances can lead to a 3.5% decline 
in poverty. In Nepal, remittances were re-
sponsible for almost 20% of the reduction in 
poverty since 1995. 

An Old Story

Remittances are almost as old as the history 
of man and migration. European countries, 
including Spain and Ireland, were dependent 
on money from emigrants during the 19th 
and 20th centuries. In England, the term “re-
mittance man” referred to an exile who had 
been sent to the colonies in disgrace, usually 
for drunkenness or gambling, and paid to stay 
away. 

ing educate the kids. A portion also goes to 
savings. 

Raindrops Creating a Flood

� e Anovas are among a vast army of more 
than 50 million labor migrants from Asia and 
the Paci� c (150 million worldwide) whose 
remittances sustain and o� er hope of a better 
life to family back home. 

� e hundreds of thousands of small 
sums they send are like raindrops that cre-
ate a � ood. Collectively, these rival the gross 
domestic product (GDP) of many Asian na-
tions and are nearly three times the world’s 
foreign-aid budgets combined, according to 
the International Fund for Agricultural De-
velopment (IFAD), a United Nations agency 
headquartered in Rome.

� e latest estimates of annual global re-
mittances vary between IFAD’s $401 billion 
and the more conservative World Bank � gure 
of $305 billion. Until the onset of the world-
wide recession and credit squeeze, these � ows 
had been increasing by between 20% and 30% 
a year. 

Now they’re in decline. Job cuts, a 
freeze in wage hikes, and a push to 
hire more unemployed locals in host 
countries are beginning to bite.

Despite a temporary spike 
in remittances in some countries 
(such as Pakistan) resulting from 
jobless workers returning home 

with cash, estimates for 2009 
are for global transfers to fall 

between 9% and 20% or be-
tween $25 billion and $67 

billion.
“� e potential 

drop is huge,” says 
M a s s i m i l i a n o 

Cali, research 
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A Victorian remittance man’s money ar-
rived by ship. Today, “a huge amount”—im-
possible to estimate with any certainty—is 
still carried home or comes via informal chan-
nels, according to Anil Kapur, senior vice-
president for South and Southeast Asia of 
Western Union.

The “hand carriage” system is full of risks. 
Because earnings of regional labor migrants 
are so low, any loss can have bitter conse-
quences—as in Pakistan and in many parts of 
the Hindu Kush-Himalayas, where much of 
the transfer of funds in the country is informal 
or through shopkeepers, moneylenders, family, 
and friends. 

Corruption, as always, is a prime risk. “I 
was told to pay 1,200 rupees [at the border] 
but escaped after paying Rs600,” a returning 
Nepalese labor migrant told the local media 
in May. “But that was not enough. Two kilo-
meters from customs, police again asked for 
Rs300… Our own people look for ways to 
loot us.”

Risk Reduction

Despite the slowdown in remittance flows, 
one piece of good news for working migrants 
is that the risks of such losses are reducing, 
even in poorer regions, as transfers through 
financial institutions become easier and 
cheaper. In the past decade, the cost of 
transferring money has decreased from 20% 
to 25% to between 2% and 10% now, accord-
ing to IFAD. 

Singapore-based Indian Varun Kod-
thivada sends money home to his family two 
or three times a year via a simple telegraphic 
transfer of Singapore dollars to an Indian 
nonresident account. His transaction costs 
are extremely low—a telegraphic transmis-
sion charge of between one-eighth and one-
sixteenth of a percent of the amount sent, 
plus another small percentage to convert the 
money into rupees. “An efficient channel 
like this is really useful for me and my fam-
ily,” Mr. Kodthivada says.

DOMESTIC INTERNATIONALISTS Filipino domestic helpers line up to send money at a remittance center in the central district of Hong Kong, China. the 
World Bank says the Philippines posted the third highest remittances in Asia at $18 billion in 2008.

SpECIAL REpORT

In many parts of Asia, most transfers 
happen via agents such as Western Union, 
Moneygram, and, in Pakistan, the Khanani 
& Kalia Exchange Company. However, on-
line transfers are gaining momentum every-
where.

Governments are promoting competi-
tion in the market by lowering the cost for 
remittance services even further and en-
couraging transparency. The Reserve Bank 
of India, for example, recently launched a 
cross-border one-way scheme from India to 
Nepal for Nepali migrant workers. Twelve 
transactions per year per sender are allowed 
with a maximum amount of about $1,040  
by paying a transaction fee of just over a  
dollar.

Life-Changing Experiences

Another piece of good news for the rural 
poor in Asia is that increasingly efficient 
transfers can increase financial and social 
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ON A DOWNTREND Before the global financial crisis, remittance flows were increasing by between 20% 
and 30% a year. In 2009, these are estimated to go down by as much as 20%.

FAST FACTS ABOUT ASIAN 
REMITTANCES
•  Asia and the Pacific receive more than 

$113 billion in remittances annually 
—the highest regional total in the world.

•  On average, remittances in Asia and the 
Pacific represent 15% of exports.

•  As a share of gross domestic product, 
the biggest remittance recipients in Asia 
are Tajikistan (36.7%), Kyrgyz Republic 
(31.4%), and Afghanistan (29.6%).

•  The main destinations for Asian migrants 
are United States and the Russian 
Federation. 

•  Emerging destination countries for 
migrants from India—the region’s main 
exporter of people with 22% of the 
total—include Malaysia; the Arab oil-
exporting nations; Australia; Hong Kong, 
China; Japan; and Singapore.

Source: International Fund for Agricultural 
Development (IFAD)

TRANSFER COSTS
The average cost to send $200 in 2008:
• Saudi Arabia to Kerala, India – 3% 
• Hong Kong, China to Manila/Jakarta – 5% 
• Tokyo to Manila – 8%

Source: International Fund for Agricultural 
Development (IFAD)

inclusion because they promote access to 
financial services for those who send and re-
ceive money. 

“If a recipient has a relationship with a 
microfinance institution or credit coopera-
tive, this mere fact can change their lives by 
offering them access to financial products, 
savings accounts, and small loans,” observes 
IFAD’s Mr. de Vasconcelos.

Once they become clients of financial 
institutions, new options for wealth creation 
open up, like ideas on how to invest or start 
businesses. “This can literally change your 
world,” explains Mr. de Vasconcelos. “It’s 
what we’re trying to do—showing poor people 
who depend on remittances what others have 
done and giving them ideas to replicate.”

Partly with this in mind, the World Bank 
and Bank for International Settlements have 
developed international standards for such 
services, which are embraced by G8 nations. 
The United Kingdom’s Department for 
International Development has developed 
a program—Sending Money Home—that 
gives advice on how to open accounts, get 
the best fees, and send funds from Canada, 
South Africa, UK, United States, and several 
European nations to more than 100 countries.

Mobile Phone Transfers

Technology is making matters easier, too. 
Increasingly, the internet is being augment-
ed by the use of mobile phones to send 
money across borders for low fees, particu-
larly in Bangladesh, India, Pakistan, and the 
Philippines. Bangladesh now aims to launch 
a mobile phone money transfer service that 
could reduce costs to 1% of the transfer 
amount.

What about migrants and dependants 
who have no access to mobile phones or the 
internet? Their best option remains distri-
bution points like credit unions, post offices, 
and rural financial institutions. 

“IFAD is promoting systems that allow re-
mittances efficiently to get to poor people and 
linking them to additional rural financial ser-
vices and products,” says Mr. de Vasconcelos. 
“It’s hugely important for developing coun-
tries to identify how flows can be improved.”

Admittedly, access to banking and oth-
er financial services varies greatly in Asia. 
Southeast Asians—Filipinos and Indone-
sians, for example—have more financial op-
portunities than those living in countries 
such as Tajikistan and Kyrgyz Republic, 
where fewer than 10% of inhabitants have 
bank accounts, or the Indian state of Kerala 
with only 11%, according to IFAD.

Future Market

Fortunately, many institutions that weren’t 
interested in remittances in the past are 

TOp REMITTANCE RECEIVERS
The top three remittance recipient  
countries in Asia in 2008:
•  India – $45 billion
•  People’s Republic of China – $34 billion
•  Philippines – $18 billion

Source: World Bank

viewing receivers and senders of money for 
the first time as valued clients and an impor-
tant future market, says Mr. de Vasconcelos. 
This makes sound business sense—people 
sending money home are traditionally loyal 
to the institutions handling their cash. (The 
US was one of the first nations to realize 
this when dealing with its migrant worker 
populations.) 

As remittances have grown, attitudes 
have shifted from the traditional view of re-
mittances as money to be spent immediately 
or hidden under a mattress. 

Mr. de Vasconcelos points to India’s 
ICICI Bank, the second-largest in the coun-
try, and its approach. “They’re not looking at 
rural people just from the NGO perspective 
of poor folks who must be helped; they’re 
competing to sell them products and get 
them as customers.”

Likewise, the Punjab National Bank is 
hoping overseas expansion plans will pro-
vide a major push to its remittances busi-
ness. It aims to set up a presence in five 
other non-Indian locations over the coming 
months. l
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Out of Work 
Back into Poverty

V easna Lun anxiously flips her Tack 
Fat Garment Company seamstress 
ID between her fingers as she and a 
half dozen coworkers sit outside their 

rented rooms discussing a dreaded appoint-
ment at the factory the next day. The single 
24-year-old came from a poor rice-farming 
family to work in the burgeoning garment in-
dustry 6 years ago.

As orders dwindled with the global eco-
nomic downturn, 2 months ago she and many 
of her coworkers were put on half pay and told 
to stay home. Her appointment at the factory 
the next day is to find out if she and her co-
workers will permanently lose their jobs. 

“Those who are laid off have no choice 
but to go home,” says Ms. Lun. “I have been 
sending my brothers and sisters to school, and 
supporting my entire family. They will lose ev-
erything if I am unemployed.”

Daunting Implications 

Ms. Lun is not alone. Mass layoffs across Asia 
are hitting disproportionately hard women in 
traditional labor-intensive export industries 

such as textiles and garments, footwear and 
leather products, electronics, handicraft and 
toys, according to the report of the Interna-
tional Labour Organisation (ILO), Asia in 
the Global Economic Crisis: Impacts and Re-
sponses from a Gender Perspective, authored 
by Jessica Owens and Amelita King Dejardin, 
a senior technical adviser with the ILO. 

Construction and car and auto parts man-
ufacturing are also among the sectors already 
suffering from job losses, with tourism and 
financial services likewise affected. Thailand’s 

Permanent Secretary for Labour Somchai Ch-
umrat reported that more than 300 factories in 
Thailand closed in the first 4 months of 2009 
and more than 29,000 workers were laid off.

From electronics plants in the People’s 
Republic of China to textile factories in In-
donesia, the ILO projects in its 2009 Global 
Employment Trends report that up to 27 
million in the Asia and Pacific region could 
lose their jobs this year, forcing another 140 
million in developing countries back into 
extreme poverty. “Progress in poverty re-
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“The Cambodian government deserves credit 
for agreeing to legalize ethical labor practices in 
exchange for access to US and other markets” 

—Catherine Vaillancourt-Laslamme 
Training specialist with the ILO in Cambodia



Asia’s Women Hit Hard by Recession
By James Hutchison

duction is unraveling, and middle classes 
worldwide are weakening,” says ILO Direc-
tor-General Juan Somavia. “The political 
and security implications are daunting.” 

Male workers are distributed across a 
wider range of economic sectors, but wom-
en workers predominate in export indus-
tries hardest hit by the recession and are 
the first to be laid off, bearing the brunt 
of the current economic crisis. The ILO 
in Jakarta estimates that of the 13 million 
unemployed in Indonesia today due to the 
crisis, 43% are female workers because 
most companies retrenching employees 
are in women employee– dominated ex-
port sectors, such as textiles, garments, 
and shoes. 

ILO’s Amelita King Dejardin says that 
when women workers lose their jobs, their 
children and other dependents are affected, 
especially among the poor. The poorer the 
family, the more the women’s earnings are 
needed for the family’s subsistence, and 
children’s health and education. As women 
workers are concentrated in lower-paid jobs 
in such countries as Thailand, Philippines, 
and Viet Nam, they tend to save less, so 
small pay cuts or cost of living increases have 
a greater fallout on their families. 

Asia’s experience during the 1997 eco-
nomic crisis provides evidence of what hap-

pens to women workers during hard eco-
nomic times. In Thailand, 95% of those laid 
off from the garment sector were women. In 
the manufacturing sector, it was a stagger-
ing 88%. In Republic of Korea, 86% of those 
who lost financial services and banking jobs 
were women.

Poverty Alleviation Jeopardized 

A stark example of this Asia-wide trend is 
Cambodia’s garment industry. A mere eco-
nomic speck a decade ago, the industry has 
grown into the country’s biggest industrial 
employer. It has provided decent work to 
hundreds of thousands of Cambodian wom-
en and elevated them out of dire poverty. 

“The Cambodian government deserves 
credit for agreeing to legalize ethical labor 
practices in exchange for access to US and 
other markets,” says Catherine Vaillan-
court-Laslamme, a training specialist with 
the ILO in Cambodia. The monitoring of 
working conditions by the ILO through 
the Better Factories Cambodia program 
attracted brand-name clothing giants, such 
as Adidas, Disney, Gap, H&M, and Nike, 
seeking to avoid worker exploitation issues 
in other countries. 

The garment industry received another 
boost with Cambodia’s entry into the World 

Out of Work and

Back into Poverty

Mass layoffs across the region are hitting 
disproportionately hard women in traditional 
labor-intensive export industries such as textiles 
and garments, footwear and leather products, 
electronics, handicraft and toys
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Trade Organization in 2004. A United Na-
tions Development Programme (UNDP) 
report noted textile factories in Cambodia 
brought in 12% of gross domestic product in 
2007, and contributed 72% of overall product 
exports, mirroring the trend across Asia where 
export-driven growth over the past three de-
cades has brought millions of women into the 
region’s workforce. 

In 2007, 320 factories on the outskirts 
of Phnom Penh employed 350,000 workers, 
85% of them women. Making up to a $100 a 
month with overtime and bonuses, the money 
garment workers sent home raised tens of 
thousands of poor rural families out of poverty. 

Then last year, the current global eco-
nomic meltdown began emptying order 
books. As Western shoppers cut spending, 
Cambodia’s garment manufacturing was the 
hardest-hit sector of the economy. According 
to the ministry of commerce, garment exports 
generated only $70 million in January 2009, 
compared with $250 million in January 2008. 
Production has plummeted by a third, and 
more than 80 factories have closed their doors, 
with 80,000 either losing their jobs or being 
temporarily laid off.  

If the current slump continues unabated, 
the Garment Manufacturer’s Association of 
Cambodia predicts that in the next 2 years 
at least another 100,000 jobs could disappear 
with devastating consequences for the rural 
poor.

Cheaper Tee Shirts 

ILO’s Ms.  Vaillancourt-Laslamme worries 
that hard-won labor standards in countries 
like Cambodia could become casualties of 
the recession, as pressure mounts to reduce 
costs by lowering decent working condi-
tions. A handful of Cambodian garment 
manufacturers that closed their doors in 
Phnom Penh have migrated to countries 

HANDS ON  A garment worker learns to operate a cutter during a training program at the Self Employed 
Women’s Association (SEWA)-Trade Facilitation Center in Ahmedabad, India.

ROCK AND A HARD PLACE A worker breaks rocks for US$0.12 per basket. The stones will be used in a 
housing project near Lele, a village south of Kathmandu, Nepal.

with cheaper labor and little or no protec-
tion for workers. 

“It would be a shame to see the ground-
breaking effort for better working conditions for 
thousands of Cambodian garment workers de-
graded for the sake of tee shirts that are a dollar 
cheaper,” she says. The Cambodian government 
and labor groups are trying to get the message to 
consumers overseas that buying Cambodian gar-
ments means supporting ethical labor practices.

The ILO and labor rights groups say 
Asian governments need to boost social pro-
tection programs for such workers vulnerable 
to the global economic downturn. At a meet-
ing earlier this year, Prime Minister Hun Sen 
called on Cambodia’s development partners to 
join with the government to provide a social 
safety net to help laid-off workers. 

Last March, $7 million was provided for 
vocational training of 10,000 laid-off garment 
workers to learn skills such as radio and televi-
sion repairs, mechanics, and weaving. Another 
$1 million has been earmarked for microloans 
to help jobless garment workers to start their 
own businesses.

Stressing the need to take measures to 
support vulnerable groups in the labor market, 
the ILO argues in its Decent Work Agenda 
that huge untapped potential exists among 
these groups worldwide: economic growth and 
development could be much higher if people 
are given the chance of finding decent work. 

In the garment district in Cambodia, 
Veasna Lun and her coworkers nervously 
returned to the factory for their dreaded ap-
pointment. They were relieved to find out that 
they would keep their jobs—for now.

Ms. Lun and her coworkers still face an 
uncertain future. Without overtime or bo-
nuses, they have less to send home. And like 
millions of women workers and their families 
across Asia, they worry that their job will be 
the next casualty of the global recession. l
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ANGRy
By Bronwyn Curran

MORE FUN THAN JOB HUNTING? 
Timor-Leste has a youth unemployment rate of 40%,  say 
analysts, and its capital Dili has been beset by destabilizing 
periods of street conflict.

SPECIAL REPORT

young Men
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Governments across Asia are nervously monitoring  
the links  between young male unemployment  

and political instability



Jobless and illiterate, Rahimullah began 
running with the Taliban militants terror-
izing Pakistan’s Swat Valley 2 years ago. 
The son of a serf farmer who tilled rich 

men’s lands, he grew up with no land to inherit, 
no skill to make him employable, and little ur-
ban industry to provide him work.  

Rahimullah had approached an orphan-
age for a job as a cook but was rejected. That’s 
when he responded to militant recruiters 
seeking young men to take up arms against 
police, soldiers, and local officials in the Tal-
iban’s devastating bombing campaign in 
Pakistan. Within a year of joining its ranks, 
Rahimullah was killed in a shootout with 
paramilitary troops, says his family.

Pakistan is typical of the countries in 
Asia, particularly South Asia, undergoing a 
demographic transition with a bulging youth 
labor force, shrinking agricultural work op-
portunities in a traditionally agrarian coun-
try, and undeveloped job opportunities in the 
cities. 

In developing Asia as a whole, four out 
of 10 young men are out of work. A large pro-
portion endures poor working conditions in 
informal and insecure jobs. While $1.25-a-
day poverty among employed young people 
has declined across the world, it remains high 
in South Asia at more than one out of three 
versus the world average of less than one in 
four in 2005.

In the decade to 2005, Pakistan’s youth 
labor force grew by 54.3%, surpassed in Asia 
only by Cambodia, according to the Interna-
tional Labour Organisation (ILO).

“Between 1995 and 2005 the youth labor 
force expanded by 8.4% in Southeast Asia and 

by 17.2% in South Asia. The largest increases 
in youth labor force took place in Lao People’s 
Democratic Republic (34.4%), Afghani-
stan (50.7%), Pakistan (54.3%), the Islamic 
Republic of Iran (59.4% ), and Cambodia 
(78.9%),” the ILO finds in its study Labor 
and Social Trends in Asia and the Pacific 2006: 
Progress Towards Decent Work.

Youth and Violence

Alarm bells about the destabilizing implica-
tions of large numbers of jobless young men 
have been sounded in several studies.

“Although a large pool of young people is 
not inherently destabilizing, there is a strong 
correlation between large youth cohorts and 
political violence. When young people—par-
ticularly young men—are uprooted, jobless, 
intolerant, alienated, and [have] few opportu-
nities for positive engagement, they represent 
a ready pool of recruits for groups seeking to 
mobilize violence,” the US Agency for Inter-
national Development (USAID) cautions in 
its 2005 Youth and Conflict Tool Kit.

A disproportionately large youth co-
hort “correlates with the potential for vio-
lence, especially if the youth have frustrated 
aspirations through some level of education 
but limited employment opportunities,” the 
USAID report says.

Twenty-two-year-old Ali Ahmed of 
Quetta, in Pakistan’s insurgency-ravaged 
Balochistan province, blames corruption and 
nepotism for his frustrated quest to find a job.

“I am so frustrated,” he says. “In society’s 
eyes I have no value. Even my own relatives 
ignore me, and no one is supporting me. I 

have tried for various jobs, but no one will 
give me one because people are doing under-
the-table deals to give jobs to people who pay 
big bribes.”

Many education initiatives try to raise 
primary school attendance numbers and ne-
glect vocational training. This can produce 
unskilled youths who find themselves frus-
trated and alienated after attending primary 
school because they are unable to land jobs, 
according to Maurice Robson, head of the 
Pakistan office of the United Nations Educa-
tional, Scientific and Cultural Organization 
(UNESCO). 

In 2008, unemployment in Pakistan 
stood at 7.4%, with more than one in five men 
aged 15 to 24 unable to read or write, and only 
one in 20 in tertiary education.

“Technical and vocational education, 
and adult literacy, are especially important,” 
Mr. Robson says. “Illiteracy and lack of skills 
provide fertile ground for those who wish to 
recruit young men and women to their cause, 
especially when significant monetary pay-
ments are attached.”

Education and Job Creation

Weak stat education also draws the poor 
to religious schools, or madrassas, some of 
which teach fundamentalist interpretations 
of the Koran to their students while providing 
free food and clothing.

Mr. Robson’s warning echoes the 
USAID report: “Many groups espousing 
violent ideologies have reached out to young 
people by providing access to education and 
other key services.”

“When young people... are uprooted,  
jobless, intolerant, alienated, and [have] 
few opportunities for positive engagement, 
they represent a ready pool of recruits for 
groups seeking to mobilize violence.”

 
—US Agency for International Aid
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“More important,” the USAID report 
continues, “they have provided young peo-
ple with a sense of community and purpose 
in a setting where these are scarce com-
modities. In places as diverse as Nigeria and 
Pakistan, failing school systems have allowed 
radical groups to reach poor, marginalized 
young people.”

Yet even if education services 
are good, several researchers point 
out that employment opportuni-
ties may not necessarily match the 
number of graduates. 

Asian Development Bank 
(ADB) Economist Rana Hasan, co-
author of The Challenge of Job Creation 
in Asia (April 2006), believes insta-
bility in Asia arises from govern-
ments’ failure to absorb the youth 
population bulge into the urban job sector.

“That’s where the danger is,” he says. 
“By the time those kids are hitting age 15, 
you need many more jobs than the economy 
has been providing.”

“When you have a bulge population, the 
positive side is you will have a lot of work-
ers,” says Mr. Hasan. “The negative side is 
that if your economy is not able to generate 

jobs, then you’ve really got the potential 
for instability. It likely means the economy 
is not being managed particularly well, so 
there are legitimate grounds for being un-
happy with the government. And then if you 
talk about South Asian economies, there are 
also probably political or religious issues, so 
there are many different factors that can be-

come points of conflict.”

A Vibrant Manufacturing Sector

As the transition away from agriculture takes 
place, some economies have been better 
than others in generating jobs, for example, 
in the manufacturing sector.

East Asian countries like the People’s 

Republic of China and Republic of Korea 
began experiencing the demographic transi-
tion that led to a youth labor force bulge in 
the 1960s and handled it well, thanks largely 
to well-developed manufacturing sectors 
that soaked up the labor force migrating 
from swallowed-up farms. 

South Asian giants like Bangladesh, In-
dia, and Pakistan, and Philippines in 
Southeast Asia have been less suc-
cessful in providing a healthy manu-
facturing sector to absorb their job-
less youth bulge, Mr. Hasan says.

“When you’ve got countries 
where manufacturing sectors are 
weak, you see a pattern where peo-
ple are forced to leave the land as a 
source of livelihood, and they go to 
urban areas, fail to find jobs, and end 

up in traditional activities like hawkers,” he 
says. “The problem is these aren’t well-pay-
ing jobs.”

“In large South Asian countries like In-
dia, Pakistan, and Bangladesh, you need a vi-
brant manufacturing sector,” says Mr. Hasan. 
“Governments have to do more to develop a 
manufacturing sector that is a lot more dy-
namic than the kind we’ve seen over the last 
20 years.” 

In South Asia, 13.7 million young peo-
ple were unemployed in 2005, some 10% of 
the youth labor force. The region is expect-
ed to see an increase in its share of the global 
youth population from 25% to 28% by 2020, 
according to the ILO’s 2006 study Global 
Employment Trends for Youth. 

Globally, the number of unemployed 
youth increased by 14.8% between 1995 
and 2005 to 85 million. The largest increase 
was in Southeast Asia and the Pacific, with a 
massive 85.5% increase from 5.2 million to 
9.7 million. Meanwhile, East Asia saw a drop 
in youth unemployment of 8.2% between 
1995 and 2005 to 12 million.

A lack of gainful employment resulting 
from a lack of education, failure to provide 
sufficient jobs, as well as limited access to 
justice and decent health care, all contribute 
to poverty and alienation, which in turn con-
tribute to instability, says UNESCO’s Mau-
rice Robson.

“These have been pointed out as fac-
tors which have led to the present situation 
in Pakistan’s western border areas and the 
Swat Valley,” notes Mr. Robson. “Perhaps an 
additional factor in Pakistan is the failure to 
address land reform issues and feudal struc-
tures.”

Recruiting Among Poor Males

The ratio of youth unemployment to adult 
employment is a good indicator of the prob-
lems that young jobseekers face compared 
to their adult counterparts. In South Asia, 
young people were 3.7 times more likely 
than adults to be unemployed, according to 

JOCKEyING FOR A FUTURE Bangladeshi boys from poor families, like Shamim Mia, fall victim to human 
traffickers who force them to work as camel jockeys in the United Arab Emirates. 

SPECIAL REPORT

“By the time those kids are 
hitting age 15,  you need many 
more jobs than  the economy 
has been providing.”

 
—Rana Hasan,  ADB economist
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ILO’s Labor and Social Trends report.
“In Southeast Asia and the Pacific, the 

ratio increased from 4.9 to 5.6 in the decade 
from 1995 to 2005, and this subregion now 
has the highest ratio of youth to adult unem-
ployment rates in the world.”

Asia’s newest country, Timor-Leste, has 
a youth unemployment rate of 40%, and its 
capital Dili has been beset by destabilizing 
periods of street conflict.

Most studies on socioeconomic back-
grounds of terrorists—such as those at-
tempting to destabilize Pakistan or creating 
unrest in Indonesia, Philippines, or Thai-
land—suggest that the vast majority of new 
recruits are aged 15–29 and generally of a 
low-to-middle economic background.

“However, the upper ranks of extrem-
ists or terrorist organizations are often filled 
by older, better-educated youth, who serve as 
international operatives and managers,” the 
USAID study says. “In Indonesia, for exam-
ple, Lashkar Jihad recruits young university 
students, while the so-called ‘Taliban’ move-
ment in northern Nigeria was spearheaded 
by unemployed university students.”

ADB’s 2008 Asian Development Outlook 
report predicts that the youth bulge will be-
gin to shrink in Asia as a whole around 2010, 
and by 2040 the share of young people in the 
total population will fall to about 14% from 
20% in 2005.

Economies must create productive 
and sustainable jobs “before the bulge 
begins to disappear, and the rising depen-
dency of the nonproductive youth and el-

derly populations on young people checks 
per capita income growth,” the ADB re-
port cautions.

“Unemployed youth is critical, as a 
whole generation which does not get inte-
grated into the labor market will not be able 
to contribute proactively to the public life 
and development of a society,” says Sandra 
Rothbeck, ILO’s employment specialist for 

South Asia. “Employment is critical for iden-
tity building and, therefore, for nation build-
ing as well.”

Widespread youth unemployment car-
ries effects far beyond the individuals who 
cannot land jobs, even in cases as tragic as 
that of Rahimullah. The consequences can 
threaten a nation’s wider economy and sta-
bility. l

yOUTHQUAKE The People’s Republic of China handled quite well the youth labor force bulge that started in 
the 1960s, thanks largely to a well-developed manufacturing sector, according to economists. 

A TERRORIST IN THE MAKING? A 13-year-old boy is accused of terrorism in Karachi, Pakistan.  Analysts say extremist groups recruit children and young 
teenagers as couriers, lookouts, and tipsters.
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In much of Asia, there is no visible labor 
crisis. The global economic downturn 
has had a huge impact on employment in 
the region, but people are still traveling 

during rush hour, and still in the shopping 
malls and restaurants.

 “It is very hard to see open unemploy-
ment because there is nobody standing in 
line to collect their unemployment ben-
efits,” says Duncan Campbell, an economist 
at the International Labour Organisation 
(ILO). 

A decade ago, the situation was similar 
in the aftermath of the Asian financial crisis 
of 1997. The causes of that crisis were dif-
ferent, but the effects were much the same: 
millions of Asians found themselves without   
work and on the brink of falling back into 
absolute poverty. And there were few social 
safety net systems in place to break their 
fall. 

In 1997, notes Sri Wening Handayani, 
a senior social development specialist with 
the Asian Development Bank, Asian govern-
ments were not ready for the surge in unem-
ployment. This time around, they are better 
prepared, she says.

There is still nothing similar to the 
unemployment benefits found in Europe 
or North America but, across Asia, improve-
ments can be seen in providing protection to 
those who have lost their jobs. 

Thailand has an unemployment insur-
ance scheme. The Indonesian government 
is giving cash handouts to the poor. Across 
the continent as a whole, governments are 
more active in treating the main symptom of 
unemployment: the lack of personal income.

“A lot of governments, with the lessons 
learned from 1997, now provide social safety 
nets,” says Ms. Handayani.

No Social Dimension

But lack of money is only a symptom of un-
employment. The most crucial task for gov-
ernments is to get people back to work.

In the years after 1997, Asian govern-
ments could do little except turn to the Inter-
national Monetary Fund (IMF) to help them 
through the crisis.

The problem in 1997 was originally finan-
cial, so the solution provided was also finan-
cial. The policies imposed on the hardest-hit 
Asian countries in return for IMF assistance 
entailed limits on government spending and 
higher interest rates.

Governments had little money for reliev-
ing the plight of the unemployed, and busi-
nesses could not afford to borrow money to 

Job Loss Déjà Vu 
By John McLean

SPECIAL REPORT

Unlike during the financial crisis of the late 
1990s, many Asian countries are now cushioning 
the fall for those losing their jobs
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stay open and keep their employees in work. 
The result was greater unemployment and 
greater poverty.

“A social dimension was completely left 
out of the package,” says Mr. Campbell.

IMF programs worked for financial sys-
tems, but not for the unemployed. “Capital 
markets recovered much more rapidly than la-
bor markets,” he says. It took years for people 
to get back to work in large numbers.

Spend, Spend, Spend 

Today, Asian governments believe the way out 
of the crisis is to spend, spend, spend—not 
just on social safety nets but also on creating 
jobs through public works projects.

This is a lesson learned not from the 1997 
crisis but from the Great Depression of the 
1930s in the United States. But it was a les-
son several Asian governments were not able 
to apply 12 years ago.

The People’s Republic of China (PRC) 
largely avoided the 1997 crisis, but the current 
downturn has severely cut demand for prod-
ucts made in the country sometimes called 
“the world’s factory.”

“What we are seeing in China is wide-
spread job losses in export-oriented business-
es,” says Mr. Campbell.

In the PRC, too, it is difficult to see the 
unemployed. Many are migrant workers laid 
off by factories in the prosperous east of the 
country.

The PRC’s system of residence permits 
means that if a migrant worker loses his job, 
he must return to his village in the poorer hin-
terland, much as Thais laid off in 1997 went 
home to the farm—except that in the PRC, 
the worker has no choice but to go.

“You do become invisible, in legal terms,” 
Mr. Campbell says of the newly unemployed 
in the PRC.

But the government is pouring the equiv-
alent of $586 billion into the economy, about 
16% of gross domestic product (GDP). Three 
quarters of that money is being spent on pub-
lic works projects such as bridges and hospi-

tals. This will create jobs, many in the hinter-
lands where the unemployed take refuge.

“In GDP terms, China has put out the 
biggest fiscal stimulus package in the world,” 
says Mr. Campbell. “I think China is weather-
ing this extremely well.” 

The fiscal stimulus should help the PRC’s 
economy to continue growing, although more 
slowly.

And the PRC, like the rest of Asia, needs 
economic growth not just to get those already 
unemployed back to work but also to provide 
jobs for the millions of young people that each 
year go in search of their first job.

Slow Recovery 

Another lesson of the 1997 crisis is that while 
a recovery in economic growth might occur 
quickly, it could take 5 to 8 years for employ-
ment to recover. This is not only because it 
takes time for somebody who has dropped out 
of the labor market to climb back in but also 
because of all those youngsters entering the 
market.

For a long-term solution, governments 
should spend money on retraining workers, 
Mr. Campbell says. They should encourage 
employers to avoid laying off workers in the 
first place, perhaps by introducing short-time 
work or unpaid leave, he says. 

“We will see a recovery, but we won’t see 
a labor market recovery that quickly,” says Mr. 
Campbell. “There is a need to hasten a labor 
market recovery.” l

Job Loss Déjà Vu 
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Conditional cash transfers offer payments 
to those in need—but with strings attached

FEATURE

Money
Something

for

INCENTIVES TO LEARN Bangladesh 
has been giving conditional cash transfers 

since 1994 to combat a female literacy rate 
that was half that of males. It offers cash 

incentives and tuition waivers with the 
conditions that the girls attend secondary 

school regularly, achieve passing grades, and 
remain unmarried.

By Margo Pfeiff
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Once a month 33-year-old Celia 
Orboc, a pregnant mother of five, 
leaves her impoverished village 
and travels 14 kilometers to the 

nearest bank to make a cash withdrawal. She 
is receiving government money, but it’s not 
a traditional welfare check. It comes with 
conditions. 

For Celia, who lives in the southern Phil-
ippine village of Esperanza, it is something 
of a paycheck. She is being paid to keep her 
children in school at least 85% of the time, 
to take her toddlers for regular preventative 
medical checkups and vaccinations, and to 
participate in pre- and post-natal care. 

Celia and thousands of other mothers 
are part of the World Bank–supported Panta-
wid Pamilyang Pilipino Program, which started 
in January 2008 as a pilot project for a social 
assistance concept called conditional cash 
transfer (CCT).

CCTs provide families with an instant 
social safety net to free kids from child labor, 
keep them healthy, and provide them with 
an education in order to break the vicious 
cycle of extreme poverty being passed from 
one generation to the next. That way, devel-
opment professionals say, they can hopefully 
take their first step up the socioeconomic 
ladder. But it’s a “tough love” program: vio-
late any of the conditions, and you are cut 
off.

 
Deceptively Simple

Celia, her husband, and children had been 
living on the equivalent of about $1 a day, 
peddling vegetables and corn 
cakes. That is now supplemented 
with $30 a month as part of the 
CCT program. Celia can spend the 
money as she sees fit to benefit her 
family, as long as she meets the re-
quirements, which are monitored 
by school principals and municipal 
health workers during her 5-year 
participation. 

Administered by the Philippine De-
partment of Social Welfare and Develop-
ment, the program seems to be working: 
elementary school enrollment has grown by 
15% and the number of visits to health care 
centers significantly increased.

Deceptively simple, CCTs have been 
adopted by more than 30 countries and 
are being actively promoted by the World 
Bank and the Inter-American Development 
Bank. 

Oportunidades
 

The first CCT was launched in Mexico in 
1996 when then-President Ernesto Zedillo 
approved a bold new plan called Progresa. 
The poorest of the poor were sought out na-

tionwide, and mothers were given monthly 
handouts of cash with certain health and ed-
ucational “strings” attached, similar to those 
now being used in the Philippines. Females 
are usually the cash recipients since they are 
considered more likely to invest in children’s 
welfare.

Renamed Oportunidades, the scheme 
quickly brought change. World Bank fig-
ures show that in 1996, two years after the 
crash of the Mexican peso, 37% of Mexicans 
lived in extreme poverty. By 2006, the fig-
ure dropped to 13.8% despite a decade of 
undramatic 3% economic growth. Oportuni-
dades’s extensive statistic banks reveal that 
malnutrition and anemia declined and kids 
grew taller with better nutrition. In some 
areas, middle school attendance went up as 
much as 42%, high school enrollment sky-
rocketed by 85%, and the high school drop-
out rate fell by 23%. Today, Oportunidades 
serves 25 million of the country’s poor-
est people, nearly one-fifth of all Mexican 
households.

Another goal of Oportunidades was to 
increase human capital by reducing gender 
inequality, which is encouraged by offering 
more money to educate girls than boys. It 
also helped to empower women by hand-
ing them the purse strings. That often cre-
ated cultural clashes, particularly in societ-
ies where educating females was viewed as a 
waste of money because it was felt that the 
girls would marry and leave. 

But the benefits of the program opened 
minds along the way. One of the CCT’s 
mandates was to change the attitudes and 

behaviors—among them machismo, alcohol-
ism, marginalization, and a disdain for edu-
cation—that drive the cycle of poverty. 

Trying New Things

Oportunidades inspired CCTs to sprout 
around the globe, the greatest concentra-
tion being in Latin America where almost 
every country participates. They have be-
come the biggest social assistance program 
in Ecuador (40% of the population) as well 
as in Brazil and Mexico (both at 20%) ac-
cording to the World Bank. CCTs are help-
ing poor people make good decisions in 
Jamaica and the Dominican Republic. In 
Sub-Saharan Africa, they are helping chil-
dren orphaned by HIV/AIDS. 

Perhaps the most surprising location for 
a CCT program is New York City. Mayor Mi-
chael Bloomberg inaugurated Opportunity 
NYC in 2008 after a visit to Mexico. The 
pilot project will test if an Oportunidades-
style rewards program is productive in poor 
American urban neighborhoods. 

“If we are serious about tackling pov-
erty,” says Mayor Bloomberg, “we must get 
serious about trying new things.” Even the 
Bill and Melinda Gates Foundation is inves-
tigating the feasibility of paying cash incen-
tives to get kids to stay in school in several 
southern US states. 

CCTs have been so successful they are 
changing the way many people look at deliv-
ering aid to the poor. “I think these programs 
are as close as you can come to a magic bul-
let in development,” Nancy Birdsall of the 
Center for Global Development told the 
New York Times in January 2004.

Money for Educating Girls 

In Asia, specifically targeted CCTs have 
started in Pakistan, India, Bangladesh, and 
Cambodia, while Indonesia and the Phil-
ippines are currently serving as Southeast 
Asia’s petri dishes for nationwide CCTs. In-
donesia started its program to keep students 
from dropping out of school after the East 
Asian financial crisis.

Many Asian programs focus on educat-
ing girls. Bangladesh has had a CCT-type 
program cosponsored by the World Bank 
since 1994 to combat a female literacy rate 
that was half that of males. The Female Sec-

ondary School Assistance Program 
offers cash incentives and tuition 
wavers with the conditions that 
the girls attend secondary school 
regularly, achieve passing grades, 
and remain unmarried. As of 
2005, over 720,000 girls in grades 
6 through 10 had funds deposited 
directly into their bank accounts 
twice a year. 

According to an October 2007 focus 
brief on CCTs by Washington’s International 
Food Policy Research Institute, Cambodia 
started a similar program in 2005, handing 
out cash to mothers at a school ceremony 
three times a year. This resulted in a 30% 
increase in Cambodia’s secondary school 
enrollment for girls, and a 43% increase in 
attendance.

No Silver Bullet

But not everyone thinks CCTs are a silver 
bullet. Significant shortcomings were point-
ed out in the February 2009 World Bank pol-
icy research report Conditional Cash Transfers: 
Reducing Present and Future Poverty. The report 
showed that increased school enrollment did 

“If we are serious about tackling 
poverty, we must get serious 
about trying new things.”

 
—Michael Bloomberg, New York City Mayor
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not necessarily lead to higher academic per-
formance and that the results on health care 
studies are mixed.

Just because attendance is increased is 
no guarantee that clinics and schools are do-
ing a good job. CCT programs cannot work 
in isolation and, the World Bank points out, 
even the best-designed and managed CCT 
cannot take the place of a comprehensive 
social protection system. 

Other critics argue CCTs are too ex-
pensive to operate. It’s true that start-up 
costs are high. During Progresa’s first year, 
the Government of Mexico paid $1.34 in ad-
ministrative costs for every dollar spent on 
transfers. But, checking in 3 years later with 
the infrastructure in place, running costs 
had dropped to $0.05 for every dollar spent 
on transfers, according to the International 
Food Policy Research Institute.  

Putting CCT costs into perspective, 
the institute looked at Brazil’s Bolsa Familia 
program, which helps the country’s poorest 
20%. The program consumed roughly 0.4% 
of gross domestic product in 2007, just one 
tenth of the country’s federal pension pro-
grams. 

Despite the problems, authors of the 
World Bank’s policy report show that CCTs 
have improved the lives of poor people and 
have been an effective way of redistributing 
income to the poor. 

“While there is no guarantee that the 
success of CCT programs in some countries 
can be replicated in others, they can yield 
an array of good practices from which other 
countries can learn,” says Asian Develop-
ment Bank economist Hyun Son, author of 
ADB’s Conditional Cash Transfer Programs, 
a July 2008 policy brief. 

In response to the food and financial 
crisis, the World Bank expects to lend about 
$2.4 billion this year to start or expand CCT 
operations in Bangladesh, Colombia, Kenya, 
Macedonia, Pakistan, and Philippines. Total 
World Bank support for CCT operations now 
covers 13 countries.

Putting money into the hands of local 
people is encouraging them to creatively 
help themselves. The International Food 
Policy Research Institute’s focus brief 
points out that even 2 years after households 
stopped receiving benefits in Nicaragua and 
school enrollment had dropped, enrollment 
was still 8% higher than before the program 
began. Many women involved in the pro-
gram had invested parts of their transfer in 
small businesses that were sustainable and 
adding to family income.

And in the Philippines, after paying 
for her children’s basic needs like school 
supplies, food, and clothing, Celia Orboc 
has managed to put aside enough cash to 
purchase construction materials and build 
a shelter for her family. No one has to con-
vince her that the program is working. l

DON’T LEAVE HOME WITHOUT IT Brazilian Cleonice da Silva, 47, mother of four and grandmother of 
four, happily shows her conditional cash transfer card.
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Mohammed Anwar is one of the 
new breed of “edupreneurs” 
or educational entrepreneurs 
transforming the school sector 
in India.

In 1987, he started a low-cost private 
high school with 34 students in a small, rented 
building in Hyderabad.

Today, M.A. Ideal High School has about 
2,000 children enrolled.  

Inspired by the work of Professor James 
Tooley, the Newcastle University professor 
of political studies in education and a lead-
ing international advocate of budget private 
schools for the poor, 

Mr. Anwar opened another four branch-
es under the same banner of M.A. Ideal High 
Schools in the slums of Hyderabad and in a 
poor, rural area.

All schools are coeducational; teaching 
is in English; and the target market is low-in-
come families. Parents pay low fees of between 
$24 and $49 per annum.

“My school is popular with parents be-
cause they are satisfied with the education,” 
says Mr. Anwar. “There is a low-fee structure, 
good infrastructure, separate classes for high 
school girls, merit scholarships, and computer 
education.”

Disillusioned by chronic teacher absence 
and low-quality teaching, the poor in urban 
and rural India are flocking to private schools.

“In private schools, the management will 
pay only if teachers are present,” Mr. Anwar 
says. “If they are irregular in their attendance, 
they will be fired. More importantly, the man-
agement is always monitoring the teachers.”

Struggling Governments

According to a University of Newcastle study, a 
large majority of poor children living in India’s 
urban areas are privately enrolled. The figure is 
about 50% in rural areas.A

FP

Although the trend is particularly pro-
nounced in countries such as India, and in sub-
Saharan Africa, the story is similar across the 
developing world.

Poor parents are turning to private 
schools—long a privilege of the wealthy and 
middle class—in greater numbers. This move-
ment is driven by the push for universal pri-
mary schooling. Governments are struggling 
to keep up with demand for places, and often 
lack finances to expand access to education.

In the People’s Republic of China, un-
derground private schools are flourishing in 
many areas. The Bangladesh Rural Advance-
ment Committee Non-Formal Primary Edu-
cation Program, after starting in 1985 with 22 
one-room schools now enrolls 1.5 million poor 
school students or 11% of primary school chil-
dren, according to a World Bank study.

Deepening Inequality

Despite the popularity of private schools in de-
veloping nations, there are well-grounded fears 
about deepening inequality.

“We also need to worry about the equity 
implications of private schooling,” said a 2008 
report in the Comparative Education Re-
view on the possibilities and limits of private 
schooling in Pakistan.

“There is a growing concern in Pakistan 
that private education leads to the emergence 
of two classes—the English medium–trained 

By Emma-Kate Kunth-Symons

Not Just
Privilegedfor the
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FAITH-BASED 
EDUCATION  A cleric 
teaches English to students at 
a madrassa (religious school) in 
Peshawar, Pakistan. Concerns 
have been raised that the schools 
encourage extremism, but studies 
show that in Pakistan, madrassas 
account for less than 1% of 
enrollment.



elite and the vernacular Urdu medium–taught 
masses.”

The study suggested that the rise of pri-
vate schooling was increasing disparities with-
in rural and urban areas, although it was break-
ing down the gap in quality education between 
rural and urban areas.

Another controversy surrounds the popu-
larity of faith-based schooling.

In the developed and developing worlds, 
there has long been a vigorous ideological de-
bate on the values that primary and high schools 
inculcate. Anxieties about religiously based pri-

vate schooling, especially in Pakistan’s madras-
sas, increased after the terrorist attacks in 

the United States on 11 September 2001.
“Millions of families, especially 

those with little money, send their 
children to religious schools or 

madrassas. Many of these 
schools are the only oppor-

tunity available for an education, but some 
have been used as incubators for violent ex-
tremism,” said the 9/11 Commission report in 
2004.

However, subsequent studies by Eco-
nomics Professor Tahir Andrabi of Pomona 
College, the World Bank’s Jishnu Das, and 
Harvard University’s Asim Ijaz Khwaja show 
madrassas account for less than 1% of enroll-
ment in Pakistan and that the real boom in 
private schooling is  in “secular market-based, 
low-cost private schools.”

Improving Quality

As budget private schools burgeon, a large edu-
cation services industry is springing up to serve 
the learning institutions in poor areas.

This year, Mr. Anwar expanded his op-
erations by starting a company called Empa-

thy Learning Systems. It provides services 
to low-cost schools starting in Hyderabad—
where more than 65% of children are enrolled 
in private-unaided schools—with the goal of 
expanding throughout India.

“Basically we would like to improve the 
quality of education in low-cost schools, es-
pecially in the learning of English,” he says.

The significant increase in private 
schools for the poor raises deeper questions 
about the current structure of public spend-
ing on education in developing nations, and 
how international organizations can approach 
the issue.

“This has huge implications for public 
school funding in developing nations when 
studies show that, in poor areas, the major-
ity of school children are in private schools,” 
Professor Tooley says.

“This is an indication of government 
failure.”

AUGUST 2009  •  Development Asia  39



40  Development Asia  •  AUGUST 2009

In April this year, the World Bank pub-
lished a report on the Role and Impact of Pub-
lic–Private Partnerships in Education, particu-
larly focusing on developing nations. It found 
that developing nations are increasingly reliant 
on private education groups such as for-profit 
and not-for-profit schools, nongovernment or-
ganizations (NGOs), faith-based groups, and 
local communities to provide 
education services.

“In general, private 
management of public 
schools can be efficient and 
can yield improved academic 
performance. Despite being 
controversial, vouchers have 
also been found to improve academic out-
comes, especially for the poor,” said report 
coauthor Harry Patrinos.

Governments could contract NGOs to 
provide education services to low-income 
schools, such as teacher training, textbooks, 
curriculum design, and technical services. Al-
ternatively, governments could contract with 
private bodies “to take over the entire opera-
tion of schools,” the report said.

Professor Tooley proposes three ap-
proaches to get potential investors behind the 
developing world’s private school sector start-

ing with microfinance-style loan schemes for 
private school infrastructure improvements. 
Providing investment for innovation in curric-
ulum and learning is another possibility along 
with investing in a chain of private schools via 
dedicated education funds or joint ventures 
with edupreneurs who are starting up private 
schools all over the developing world.

Naveen Mandava, the chief operating 
officer of Empathy Learning Systems, identi-
fies deregulation of the education market as 
the number one priority, and says he would 
be hesitant about any funding in the form 
of aid as “it would distort the quality of the 
market.”

“We need to remove regulations which 
make it difficult to start and/or expand a 
school enterprise,” he says. “For example, 
currently, schools have to be nonprofit.”

Financing from international organiza-
tions and lenders, or investors, could be di-

rected either to schools seeking to expand 
or to students who want to study in private 
schools.

“One policy way out of this would be to 
provide voucher-based funding to schools,” 
he says.

Another opportunity for NGOs and in-
ternational organizations could be in the pro-
vision of education products.

“Spoken English is in huge demand in 
this market but there are no good players 
who can provide such a service at an afford-
able cost,” Mr. Mandava says.

Henry Levin, professor of economics 
and education at Columbia University in 
New York, says that without a government 
that seriously cares about the education of 
the poor at the regional and local levels, low-
fee private schools will continue to expand 
and thrive.

But he cautions that boosting the private 
school sector is not the only way to solve the 
problem of dissatisfaction with and lack of ac-
cess to quality public education in developing 
countries.

 “The problems of education in the sub-
continent (Bangladesh, India, and Pakistan) 
are the fact that the governing parties view 
teachers as key instruments of their hold on 
political power rather than as professionals 
who are responsible for educating the young,” 
he says.

The result is that two endemic problems 
face the children of the poor. The first is high 
teacher absenteeism with impunity “because 
it is sanctioned by the political parties as a 
benefit of employment.” Consequently, stu-
dents receive “very little regular, articulated, 
and quality instruction.” Second, even when 
they do teach, teachers do not cover the cur-
riculum to induce parents to pay for private 
tutoring to cover the material that will be in-
cluded in the examinations.

“The government could get these parents 
back to public schools if it could and would ad-
dress these issues,” Professor Levin says.

He cites an experiment in India where 
teachers in informal, one-
room, rural primary schools 
were given salary incentives 
for attendance with low-cost 
monitoring by a time-dated 
camera. A study conducted by 
the Massachusetts Institute 
of Technology and New York 

University shows that the teacher absence 
rate dropped from 42% to 22%, and a year af-
ter the study began, children were 40% more 
likely to be accepted at regular schools.

“Some advocates of the low-fee private 
schools see them as an alternative to stub-
born inequities in government schools and 
policies,” Professor Levin says.

 “For others, the movement to privati-
zation is the leading edge of an attempt to 
create a new area of investment and profit-
ability by privatizing one of the largest seg-
ments of the public sector.” •

SCORING A VICTORy Students celebrate the announcement of exam results at a private school in New Delhi. 
Traditionally reserved for wealthier students, private schools are increasingly available for families of all income levels.
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Poor families are turning to private 
schools,  long a privilege of the wealthy 
and middle class, in greater numbers
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Developing countries are turning over their 
agricultural land to other nations

THE  FOOD 
REVOLUTION
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A vast change is taking place in the way 
the world gets its food.  

According to analysts, more rich 
nations are seeking to increase their 

food security by outsourcing food production 
to places where it is cheaper and faster to grow 
food.

“If this is the beginning of a new glob-
al trend, then the implications are enor-
mous,” says David Hallam, chief of the 
trade policy service of the United Nations 
Food and Agriculture Organization (FAO) 
in Rome. “The political implications, the 
ethical implications—it is no surprise that 
it has captured attention. But there is no 
hard information about these things. It is 
even difficult to predict there is actually 
an upswing.”

Mr. Hallam is leading an FAO team 
attempting to determine just how big the 
movement is. “This is much more than con-
ventional foreign direct investment, which 
is motivated by profit. This is much more 
motivated by the idea of growing food over-
seas to bring it back home. This is for food 
security,” he says.

Overblown Stories

The phenomenon has been 
reported in the media as 
taking place in developing 
countries around the world, 
but analysts say the accura-
cy of the reports and extent of the phenom-
enon is not known. 

According to press reports, the Korean 
conglomerate Daewoo negotiated for 1.3 
million hectares of land in Madagascar—half 
of the country’s total arable land—to grow 
foodstuffs, but public outrage killed the 
deal. 

The People’s Republic of China (PRC) 
reportedly negotiated a lease of 1 million 
hectares of rice land in the Philippines before 
political pressure reversed the decision, not 
least because the Philippines itself is a major  
rice importer.

Nonetheless, a steady trickle of land 
purchases and leases is continuing across the 
world. The PRC, for instance, has moved 
steadily into Cambodia, Lao People’s Demo-
cratic Republic, and Myanmar. Arab coun-
tries have moved equally steadily into Africa. 

The wheat-growing areas of Kazakhstan, 

Russian Federation, and Ukraine, abandoned 
and allowed to go fallow with the collapse of the 
former Soviet Union, are being put back into 
production by such companies as Black Earth 
Farming, a Jersey Islands–domiciled company 
run by Russians that is now worth $1.2 billion, 
and the Kernel Group, with 84,500 hectares of 
land under cultivation in the Ukraine, accord-
ing to Richard Ferguson, a global agriculture 
analyst at Nomura in London. 

Among the implications are the pros-
pects for the conclusion of the Doha Round 
of agricultural trade negotiations under the 
World Trade Organization, which have been 

stalled for the better part of the decade. 
This is not to forecast an immediate solution 
to the long-paralyzed talks. But as corporate 
giants and sovereign nations find it in their 
interest to seek tariff cuts to move increasing 
amounts of foodstuffs around the world, pres-
sure can be expected to grow for a resolution 
of the impasse.  

Skyrocketing Commodities

Growing food overseas for import has been 
going on for generations. The Romans did it 
2,000 years ago, importing foodstuffs across 
the Mediterranean from North Africa. At the 
beginning of the 20th century, United Fruit, 
which made Chiquita Banana famous, was so 
influential in several Caribbean states that 
they could force changes in government—
and hence, the name “banana republic.”

But recently, there has been a sea 
change, wrought at least partly by grow-
ing populations but driven particularly by 
the skyrocketing prices of commodities 
of late 2007 and 2008 when, for instance, 

rice—perhaps the 
world’s most important 
cereal crop—went from 
$250 per metric ton to 
nearly $1,100 before 
slipping off again. This 
year, however, interna-
tional rice prices have 
followed a downward 
trend, says FAO, due to 

low import demand.  For instance, accord-
ing to the latest FAO Rice Price Update, 
the Thai white 100% B rice was quoted 
$559 per ton in May 2009, compared with 
$611 last January and $963 in May 2008. 

Rice prices, and those of other food 
stocks, drove importing nations to seek new 
ways of finding food security. They bought 
land in countries where it was plentiful, food 
prices were cheap, and growing seasons were 
long.

In the PRC and other countries, agri-
cultural land is disappearing at an alarming 

NEOCOLONIAL UN Food and Agriculture 
Organization (FAO) Director-General Jacques 
Diouf sees neocolonial elements to agricultural 
outsourcing.

PLANTING RICE  A farmer works in a paddy field in the Montali 
area of Agartala, India. Countries with large populations or food security 
concerns are buying land and investing in food production abroad.
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“If this is the beginning of a new global trend, 
then the implications are enormous.”

 
—David Hallam of the United Nations  

Food and Agriculture Organization
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rate. As economists have been pointing out 
for well over a decade, the PRC famously has 
20% of the world’s population and only 7% of 
its arable land, with erosion and conversion 
into urban uses eating into fertile land at a 
rate of 1% per year over the last 8 years.

There were other concerns as well. The 
PRC’s then-burgeoning economy meant the 
country’s 1.3 billion citizens were enriching 
their diet, requiring more protein and other 
foods than the once-ubiquitous rice and cab-
bage. 

Saudi Arabia abandoned its hugely ex-
pensive bid to grow wheat in the desert af-
ter spending more than $86 billion only to 
discover that it takes twice as much water 
to grow a hectare of wheat in the Arab king-
dom’s torrid desert as it does to grow it in 
Russia, for instance. 

The failed Saudi experiment largely 
drained the country’s underground aquifers, 
equal to 6 years of the flow of the Nile River, 
according to the doctoral dissertation of Elie 
Elhadaji, a former banker in Saudi Arabia.

Total world agricultural exports have 
soared upwards. Total grains are expected to 
hit a record 676.3 million tons in 2008–2009, 
according to the World Agricultural Outlook 
Board, with international agricultural sales 

probably even more interlocked than, say, 
electronics. 

In the last decade, according to the 
United States Department of Agriculture, 
global beef exports, crisscrossing the world 
from US, Brazil, Argentina, and other coun-
tries, have grown steadily if not spectacu-
larly from 55.6 billion to 59.3 billion tons. 
Pork exports have grown from 92.7 billion 
to 96.7 billion tons, and poultry, from 64.6 
billion to 77.0 billion tons.

A Shaky Proposition

Those steadily increasing figures, and the 
distinct prospect that they will grow even 
faster as the world’s rich but land- or cli-
mate-poor countries seek food security on 
the other side of the globe, appear to render 
moot the buy-local movement to cut green-
house gases. 

In fact, it is already a shaky proposi-
tion. Emissions produced by growing food 
in Africa and other temperate zones where 
water and sunlight are plentiful are often a 
fraction of the emissions to produce food 
in a cold climate where fertilizer, fuel, and 
heated greenhouses may be necessary.  

Green beans from Kenya, for instance, 

World Food Changes to Come...
Richard Ferguson, a global agriculture analyst at Nomura in London,  predicted in a recent 
investment report, the coming changes in the nature and composition of agriculture. 
They included the following: 
• Russia, with its vast wheat lands, of which the government still owns 30%–40%, could well create an 

agricultural Gazprom. 
• There is no shortage of farmland, he writes, and the ability to increase production is obvious across 

all regions, although land is truly scalable in Latin America and sub-Saharan Africa.
• Vertical integration may well come to agriculture with giants like Cargill, but more likely with rising 

companies such as Black Earth Farming, Kernel Group, and others that have come into being and 
gone public in the last half-decade.

• Farms are about to get a lot bigger, more able to invest in logistics, communication, and information 
systems, with increasing economies of scale that will drive down costs. 

• A two-tier system in which agriculture will be dominated by smallholders over the next decade or 
so is developing, but many large-scale farming units will emerge, some with formidable operational 
and financial firepower. 

are grown under highly environment-favor-
able conditions. Kenyan farmers by and large 
do not use big carbon-producing machines 
such as diesel tractors. They use cattle ma-
nure instead of oil-based fertilizers. Their ir-
rigation systems are simply ditches flooding 
fields.

The greenhouse gases produced by a 
ship transporting a tin of beans to the Unit-
ed Kingdom from Kenya, for instance, are 
less per unit than those produced by driving 
10 kilometers to the supermarket. 

The organic farmer in the San Francis-
co Bay area may be doing everything right, 
but if she moves her heirloom tomatoes to 
a farmers’ market in her pickup truck every 
Saturday, she will produce far more carbon 
per unit of produce than either the airfreight 
747 from Kenya or a Burlington Northern 
train hauling produce 200 miles up the US 
east coast from fertile farm areas to Boston 
and Washington. 

Land Grabs

The sale or lease of farmland to sovereign 
countries, or companies that represent 
them, has spurred considerable alarm. A 
range of NGOs has called attention to the 
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THAT’S A LOT OF TOFU  Loading soybeans at a port in Brazil, where news reports say Japan has leased as much as 100,000 hectares for soybean production.
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phenomenon, raising concerns over what 
many call “land grabs” by rich nations taking 
advantage of poor ones. Jacques Diouf, the 
director general of FAO, has warned of the 
risk “of creating a neocolonial pact for the 
provision of non-value-added raw materials 
in the producing countries, and unaccept-
able work conditions for agricultural work-
ers.”

“We are, along with UNCTAD [United 
Nations Conference on Trade and Devel-
opment], trying to pin down a little more 
clearly what is happening as opposed to 
what is being talked about,” says Mr. Hal-
lam. “Take Sudan, for example—how much 
land is being handed over, what it is be-
ing used for, who is coming in, [and] what 
are the circumstances surrounding these 
deals?” FAO, he says, has started a series of 
case studies in individual countries to at-
tempt to get a handle on the magnitude of 
outsourcing.

A number of NGOs, such as the Wash-
ington, DC-based International Food Poli-
cy Research Institute, have been building 
matrices of what countries are going where 
to do what. Most of them rely on hearsay. 
Citing media reports, the institute says the 
Japanese has leased as much as 100,000 
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hectares in Brazil for soybean production, 
and the Republic of Korea has secured 
690,000 hectares of land in Sudan to grow 
wheat.

“One of the clear consequences of the 
global land grab is that workers, farmers, 
and local communities will inevitably lose 
access to land for their food production,” 
says GRAIN in the Barcelona-based NGO’s 
quarterly magazine, Seedling, in January. 
“The very basis on which to build food sov-
ereignty is simply being bartered away. And 
it is not only the questionable issue of giv-
ing foreigners control of domestic farmland 
but also the restructuring of the farming 
sector that this process entails. For these 
lands will be transformed from smallhold-
ings or forests or whatever they may be into 
large industrial estates connected to far-off 
markets. Farmers will never be real farmers 
again, job or no job.”

The Global Search for Food

Some of the vast agricultural outsourcing 
plans are falling prey to global economics. 
Last August, for instance, according to 
Jakarta newspapers, officials of Indone-
sia’s agriculture ministry announced that 

the Saudi Binladin Group, owned by the 
Bin Laden family of Saudi Arabia, would 
invest $4.3 billion in 1.6 million hectares 
in Papua province, which is covered by 
primary forest and known as the Merauke 
Integrated Food and Energy Estate. The 
project is expected to involve a wide range 
of investors. 

However, falling food prices and the 
Middle East’s diminishing oil revenues ap-
pear to have put paid to the project, at least 
for now. At the recent World Islamic Eco-
nomic Forum in Jakarta, government offi-
cials said the project has been frozen.

Many others continue, however. The 
International Food Policy Research Institute 
says Bahrain has secured 10,000 hectares in 
the Philippines for a joint agro-fishery proj-
ect. And the Republic of Korea’s Hyundai 
Heavy Industries is buying large tracts of  
farmland in Russia.

Such deals indicate that the search 
for food across the world, far from home, is 
going to continue, say analysts. The local 
food movement may wish for an eggplant 
grown just down the road. But the chances 
are increasing that it will be grown on an-
other continent, in a more temperate cli-
mate. •

BALINESE RICE TERRACES  The People’s Republic of China and Indonesia have reportedly entered into agricultural outsourcing partnerships. 



K
ing Louis XIII didn’t like his 
important meetings to be 
interrupted by personal in-
testinal requirements. The 
solution: a toilet fitted under 

his throne. This allowed the 17th century 
French king to grant audiences and conduct 
the important business of state, while simul-
taneously attending to his personal needs.  

“While the king preferred to eat in pri-
vacy, he chose to ease himself in public,” 
noted a member of his court. 

A replica of Louis XIII’s specially out-
fitted throne is just one of the many quirky 
and amusing lavatory-related exhibits at the 
Sulabh International Museum of Toilets on 
the outskirts of 
New Delhi. 

The museum is a lot of fun, but its mes-
sage is serious. Founder Bindeshwar Pathak 
has been working to improve sanitation 
in India for more than four decades. The 
65-year-old Indian social activist is a scholar 
and a consultant of the United Nations Edu-
cation, Scientific and Cultural Organization 
(UNESCO).

Mr. Pathak’s nongovernment organi-
zation—Sulabh International, which he 
founded in 1970—has taken a leading role 
in addressing sanitation-related issues across 
India. He is this year’s Stockholm Water 
Prize Laureate, a prestigious global award 
that recognizes outstanding achievements 
in water-related activities. 

Dignified Work

Inspired by the ideals of Mahatma Gandhi, 
Mr. Pathak’s social reform and environmen-
tal movement addresses sanitation-related 
issues related to defecation in the open and 
the use of bucket toilets in India.

Mr. Pathak has established clean toi-

FROM THE FIELD

India’s Toilet King
By Neeta Lal
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FIT FOR A KING  Bindeshwar Pathak, founder of the Sulabh Sanitation 
Movement, sits on a toilet designed as a replica of the throne of Louis XIII 
at the Sulabh International Museum of Toilets in New Delhi.
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let complexes across the country, and has 
worked extensively to help the “scaven-
gers,” as they are known, who have done 
the degrading work of emptying house-
hold toilets in the country for years. His 
vocational training institutes help former 
scavengers learn skills that can bring them 
dignified work. 

“The idea is to mainstream these un-
derprivileged people by giving them a liveli-
hood and a life of dignity,” says Mr. Pathak, 
who adds that his group’s efforts target “the 
worst victims of institutionalized caste dis-
crimination.”

The widespread problem of open def-
ecation in India, says the reformer, remains 
a grim one even after six decades of the 
country’s independence from British rul-
ers. “Women, especially,” he says, “have 
to suffer a lot due to nonavailability of toi-
lets.” 

Currently, says Mr. Pathak, 110 million 
Indian households have no toilets, while 10 
million houses have bucket toilets, which 
trigger diseases. “The situation is so ap-
palling that about half a million children 
die every year due to dehydration caused 
by open defecation,” he says. “It is here 
that our movement to build public toilets 
accessible to all serves a social purpose.” 

A Movement Without Resistance

Mr. Pathak’s team has developed a twin-
pit composting pour-flush toilet for indi-
vidual households as an alternative to the 
cost-prohibitive sewerage or septic tank-
based systems. This works well for a coun-
try like India as the Sulabh technology is 
affordable, eco-friendly, and culturally ac-
ceptable. 

This technology, he says, operates an 
on-site human waste disposal facility that 

Behind an unusual museum is a social reformer 
tackling a fundamental problem

requires minimal water for flushing and 
does not need to be emptied by scavengers. 
“We have converted more than a million 
household toilets into Sulabh Shauchalayas, 
liberating nearly 120,000 scavengers,” says 
Mr. Pathak.  

Sulabh’s technology has been de-
clared as one of the global best practices by 
UN-HABITAT/UNCHS (United Nations 
Center for Human Settlements) and rec-
ognized by various national and interna-
tional agencies. The United Nations De-
velopment Programme’s (UNDP) Human 
Development Report has recommended its 
use for the 2.6 billion people worldwide 
who have no access to an improved sanita-
tion facility. 

Mr. Pathak has also developed a unique 
technology for recycling human excreta 
from public toilets that is maintained on a 
pay-and-use basis by Sulabh. In this tech-
nology, biogas is produced and channeled for 
cooking and light and electricity generation. 
Biogas plant effluent is treated by a simple 
method to make it colorless, odorless, and 
pathogen-free, making it safe for reuse or 
discharge into rivers or any water body. 

The biogas plants can be installed in 
housing areas and high-rise buildings, as 
well as other areas not served by sewers. 
These facilities—used daily by 10 million 
people—have substantially improved the 
environment both in the urban and rural 
areas of India. 

Mr. Pathak has also developed a tech-
nology that allows biodegradable organic 
waste to degrade in 10 days. The income 
generated by the public toilets is used for 
socially useful activities like running Su-
labh’s vocational training centers, which 
cater to the needs of scavengers. It is also 
used to promote health awareness among 
slum dwellers.

Explains Mr. Pathak: “We have com-
bined technology with a social purpose 
and a human face. As a result, our crusade 
of sanitation has been converted into a 
movement without social resistance. It 
has helped to enrich and empower the un-
derprivileged, improve community health, 
and the environment.” 

A Labor of Love

Sulabh International has been asked to 
share its expertise in sanitation with coun-
tries in Africa, Asia, the Caribbean, and 
Latin America. The group coordinates 
with international agencies such as the 
British Council, United States Agency for 
International Development (USAID), and 
the European Union. The United Nations 
has granted Special Consultative Status to 
Sulabh in recognition of its work on human 
waste disposal and social reforms that pro-
vide jobs directly to 35,000 people. 

However, Mr. Pathak’s most vital con-
tribution remains his relentless campaign 
to abolish the abhorrent practice of manual 
scavenging of human waste in India. As a 
champion of the rights of former scaven-
gers, he has introduced them to a life of 
economic opportunity and social dignity. 
In India’s caste-ridden social framework, 
this is no mean feat. 

The establishment of the Sulabh In-
ternational Museum of Toilets in 1992 has 
been a sideline activity to this important 
work. The museum—possibly the only 
one of its kind in the world—has emerged 
as a magnet for tourists, researchers, and 
visiting foreign dignitaries. It has been an 
important tool in highlighting sanitation 
issues in India and around the world. 

Says Mr. Pathak: “The toilet museum 
has truly been a labor of love for me.” •

India’s Toilet King
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FOOL’S GOLD
How Unrestrained Greed Corrupted a 
Dream, Shattered Global Markets and 
Unleashed a Catastrophe

By Gillian Tett 
Little, Brown Book Group

$26.00 

F ool ’s Gold tells the story of how a 
group of bankers from JP Morgan 
invented the credit derivatives 

business and how their innovations spread 
unchecked throughout the market and 

eventually snowballed into the financial 
crisis.

The book’s author Gillian Tett is 
assistant editor for the Financial Times of 
London. She was among the first to predict 
the credit crunch. In 2008 she won the 
British Press Award for Financial Journalist 
of the Year. 

“Most readable is Gillian Tett, 
one of few correspondents to bring the 
human dimension to financial journalism. 
With her much-vaunted PhD in social 
anthropology, Tett looks at financiers as if 
at a strange Tajikistan tribe with curious 
rites and beliefs. In Fool’s Gold, she follows 
the fortunes of a small, hermetically sealed 
team at JP Morgan whom she credits for 
inventing the ‘financial Latin’ that not even 
their own bosses could understand.”—
Nicholas Shakespeare, Telegraph

“The thesis of Fool’s Gold is that a 
small group of clever quants at JPMorgan 
invented credit derivatives, all those 
dangerous acronymic creatures—CDOs, 
CLOs and the like—that we have come 
to know as the crisis has evolved. But it 
was other, greater fools, in other banks, 
who misunderstood and misused them.”—
Howard Davies, Financial Times •

MUST-READ BOOKS

FALSE ECONOMY
A Surprising Economic History  
of the World

By Alan Beattie 
Riverhead

$26.95

In False Economy, Financial Times editor 
Alan Beattie looks into why some 
countries have achieved economic success 

while others have failed to move forward. He 
argues that fate, geography, religion or natural 
resources does not dictate economic history. 
Nations rise and fall due to the choices that 
people make. 

Mr. Beattie holds a Master’s degree in 
Economics from Cambridge and a Bachelor 
of Arts degree from Oxford in Modern 
History. Before joining the Financial Times in 
1998, he worked as an economist at the Bank 
of England.

“A lover of Adam Smith’s invisible hand, 
Beattie criticizes protectionist mollycoddling 
of inefficient industries. But despite his 
generally conservative outlook, his far-
reaching history is grounded in a curiously 
Obama-esque, populist belief that open 
markets guided by modest, business-friendly 
policies can guide us through the current 
economic downturn—that, as Shakespeare 
put it, “our remedies oft in ourselves do 
lie.’”—The Washington Post

“False Economy isn’t really a history 
book; instead, each chapter is an attempt by 
the author to debunk what he considers to 
be ‘fatalistic myths’ about the economies of 
different counties and societies.”—Devin 
Leonard, The New York Times

“The book is rife with interesting 
conundrums: the Nile river valley is one of the 
most fertile places on earth, yet Egypt imports 
half of its wheat; Peru rather than California 
has captured the US asparagus market; West 
Africa is the perfect location and climate 
to produce cocaine for Europe, but coke is 
instead made in distant Colombia—then 
routed through West Africa.”—William 
Easterly, Financial Times •

A KIND OF GENIUS
Herb Sturz and Society’s Toughest 
Problems

By Sam Roberts 
PublicAffairs
 
$27.95 

Herb Sturz served as New York City’s 
deputy mayor for criminal justice 
under Mayor Ed Koch in the late 

1970s and then as chairman of the City 
Planning Commission. His little-known 
career as a social entrepreneur, however, gets 
the top billing in A Kind of Genius.

New York Times journalist Sam Roberts 
writes about the man who reformed the bail 
system, began the Vera Institute of Justice, 
established affordable inner-city housing, 
and provided innovative solutions to social 
problems. 

Mr. Roberts is urban affairs 
correspondent of the New York Times. He 
has also written for the New York Times 
Magazine, Daily News, New Republic, and 
New York Magazine. He has authored 
several books.

“Yet the most important point of his 
[Sturz’s] life—and of this admirable book—is 
that lasting social change can be achieved 
by demonstrating how everyone benefits 

when we improve the lives of those at the 
bottom. Radical rhetoric and the pressure of 
protest can push the world forward, but so do 
nudging, persuading and, yes, manipulating 
the establishment into accepting reforms 
that are efficient as well as humane.” — Joe 
Conason, The New York Times

“Roberts does a fine job of showing 
how Sturz succeeded not only by having 
good ideas but also by appealing to 
‘government’s enlightened self-interest.’ 
Systems change when systems see a selfish 
reason to change. In our time of national 
transformation, it’s a valuable lesson.” — 
Liam Julian, The Denver Post •



AUGUST 2009  •  Development Asia  49

HOUSE OF CARDS 
A Tale of Hubris and Wretched 
Excess on Wall Street 

By William D. Cohan
Doubleday  

$27.95 

The author, an investigative 
journalist who later worked on 
Wall Street, chronicles the fall 

of Bear Stearns and how the financial 
meltdown of 2008 started.

THE GLOBAL DEAL
Climate Change and the Creation 
of a New Era of Progress and Prosperity

By Nicholas Stern
PublicAffairs 

$26.95

Former World Bank Chief Economist 
Nicholas Stern transforms the Stern 
Review into a book for general 

readers. 
The Stern Review on the Economics 

of Climate Change is an independent and 
comprehensive analysis of the impact of 
global warming on growth and development. 
The report was compiled by Lord Stern and 
his team at the Office of Climate Change for 
the UK government in 2006.

The Global Deal prescribes the measures 
that must be taken to arrest the effects of 
climate change and promote economic 
growth.

Lord Stern is the IG Patel Chair and 
chairman of the Grantham Institute on 
Climate Change and the Environment, and 
Director of the India Observatory at the 
London School of Economics and Political 
Science. As Baron Stern of Brentford, 

he is a member of the UK House of 
Lords. He was chief economist and senior 
vice president of the World Bank from 
2000-2003, head of the UK Government 
Economic Service from 2003-2007, and 
head of the Stern Review on the Economics 
of Climate Change from 2005-2007. 

“His book addresses the argument 
in cost-benefit terms, and concludes that 
spending 1-2% of global output to avoid 
a significant temperature rise is a bargain 
worth taking—a similar conclusion to that 
in his original 2006 study. But the book 
is written for a wider audience than the 
official report, and incorporates some more 

William D. Cohan gives a minute-
by-minute account of those ten days in 
March when bankers at Bear Stearns 
struggled to keep the company from 
going bankrupt. 

Mr. Cohan worked on Wall Street for 
17 years. He spent six years at Lazard Frères 
in New York and later became a managing 
director at JP Morgan Chase.  He also 
wrote The Last Tycoons: The Secret History 
of Lazard Frères & Co., which won the 
2007 Financial Times and Goldman Sachs 
Business Book of the Year Award.

“Two things stand out in Mr. Cohan’s 
narrative. The first has to do with just 
how worried some Wall Street analysts 
and the federal government were about 
the liquidity crisis and the possibility 
of a domino-like collapse in the world 
financial markets in March 2008, six 
months before things really began to slide 
out of control in the fall, and just how 
many earlier warning signs there were 
in 2007, 2006 and even 2005 about the 
housing bubble and sub-prime mortgages. 
The second has to do with the power of 
the so-called butterfly effect (in which 
the flapping of a tiny butterfly’s wings can 
lead to a gigantic storm) in a globalized, 
interconnected world, where rumors fly 
around the planet by television and the 
Internet, where automated computer 

programs can magnify or speed up trends, 
where bad decisions made by a handful 
of powerful people can ricochet through 
a company or industry.”—Michiko 
Kakutani, The New York Times

“… meticulous piece of reporting. 
Drawing on interviews with bank 
executives, central bankers, government 
officials, investors and analysts, he weaves 
a narrative from published accounts, 
e-mail exchanges, court documents and 
direct quotations from the likes of Cayne, 
Dimon and Timothy Geithner, then head 
of the Federal Reserve Bank of New York 
and now U.S. Treasury secretary.”—James 
Pressley, Bloomberg

“… a riveting, blow-by-blow account 
of the days leading up to the government-
backed shotgun wedding [with JP 
Morgan], based on interviews with more 
than 120 of those who lived through it… 
Mr. Cohan handles his material deftly, 
portraying Bear as symptomatic of an 
industry that had come to believe its own 
hype and had lost sight of how inherently 
unstable it really was.”—The Economist

“It’s a page-turner in the tradition of 
the 1990 Barbarians at the Gate by Bryan 
Burrough and John Helyar, offering both 
a seemingly comprehensive understanding 
of the business and wide access to 
insiders.”—Roben Farzad, BusinessWeek  •

recent (and worrying) findings from climate 
science.”—The Economist

“In a new book, The Global Deal, 
Stern builds on his earlier work to offer 
a blueprint for a safer planet, laying 
out the specific steps that individuals, 
communities, companies, and nations 
need to take—without delay—to reduce 
emissions and head off the very worst 
consequences of catastrophic climate 
change. As the title suggests, the challenge 
demands international cooperation on 
a scale rarely, if ever before, achieved, 
but he’s optimistic a global deal can be 
reached, if only because the stakes are 
so high, the alternative so grim, and the 
prize—a secure planet on a sustainable 
path to prosperity—so great.”—Julian 
Brookes, The Huffington Post

“The British economist Stern, noted 
for his leadership of a major report on 
climate change for then Chancellor of 
the Exchequer (and now Prime Minister) 
Gordon Brown, draws on that and 
more recent material to argue for global 
action to avert severe and, in Stern’s 
view, severely dangerous climate change 
and, in the process, lay the technological 
and economic foundations for new 
industries.”—Foreign Affair •
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Fan Gang
Renowned economist and advisor to the Central Bank of the People’s Republic 
of China, speaking recently regarding the country’s economic recovery

“I believe the current recovery has been 
confirmed and can be sustained.”

Lord Nicholas Stern
Former Chief Economist of the World Bank, and author of the Stern 

Review on the Economics of Climate Change, in a lecture in April

“What’s the alternative to optimism? Unless we act as if we can sort this out, 
you might as well just get a hat and some suntan lotion and write a letter of 

apology to your grandchildren. The only way we can think of going forward is 
to try to make the best of a bad starting point.”

“Donorland is not Disneyland.... Donors are willing to put 
more money on the table... but more money means that 

parliaments—and taxpayers in general—have become more 
and more interested in seeing tangible results.”

Koos Richelle
Director General of the EuropeAid  

Co-operation Office in April

“I am known as ‘Invisible Man.’ I am troubled. How much visible is invisible 
and how much invisible is visible? you have not seen me closely... I have not 
been dealing only in private diplomacy. Most of my diplomacy has been on 
the record, publicly.”
Ban Ki-moon 
UN Secretary General
in an interview with the Wall Street Journal in June

“Too many models of development have assumed that living conditions and 
health status would somehow automatically improve as countries modernized, 

liberalized their trade, and improved their economies. This did not happen. In 
fact, some would argue that the rise of chronic diseases is an indication that a 

country has successfully liberalized its trade and modernized its economy.”

Margaret Chan
Director-General of the World 

Health Organization, in  April

US President Barack Obama 
speaking to reporters about the 
bankruptcy of General Motors in June

“I will not pretend that the bad times are over.”

Stuart Beck
Permanent Representative for Palau at the United 
Nations, in May regarding the dangers posed to island 
nations by climate change and rising sea levels

ON THE RECORD

“For the first time in history, you could actually lose 
countries off the face of the globe.”
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ADB funds development projects in Asia and the Paci�c. 
In 2008, ADB provided US$10.5 billion in loans and US$1.2 billion in grants and technical assistance. 

ADB projects generate contracts.
And now our 1st-ever Business Opportunity Fair o�ers a one-stop forum for consultants, contractors, 

manufacturers, suppliers and investors from ADB member countries looking to do business under our projects. 

ADB Headquarters, Manila, Philippines
Seats are limited. Register now.

ADB's 1st-ever 
Business Opportunity Fair 

16–17 November 2009

www.adb.org/adbbo-fair
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