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Foreword

Bangladesh has enjoyed robust growth since the early 2000s—consistently greater than 6%—exceeding trends in
other similar developing countries. Yet, the impact on employment has been less positive. Instead, the economy
is still beset by underemployment, widespread informal employment, low productivity and earnings, and poor
working conditions. Taken together these factors, limit the impact that strong growth has had on poverty reduction.
Indeed, the proportion of workers employed in the informal sector—where high underemployment, low earnings,
and poor working conditions are common—actually rose to 87.1% in 2013, from 78.4% in 2005-2006, where they
experience high underemployment, low earnings, and poor working conditions. Meanwhile, gender disparities
persist and compound the situation.

While increasing employment opportunities alone benefits the poor, the nature and the challenges of the present
employment situation need to be carefully examined. In addition, it is essential to shift workers to more highly
productive sectors through structural economic transformation.

To address the challenges, this study argues for still stronger growth with more rapid industrialization. It stresses the
need for substantial diversification of production and employment within the manufacturing and agriculture sectors.
It examines the ongoing need for significant numbers of Bangladeshi workers to continue finding employment
overseas. It also underscores the importance of upgrading education and skills so that people can be productively
employed at home. Key challenges include raising the quality of all levels of education, increasing enrollment in
technical and vocational education and training, and addressing the issue of skills mismatch.

Ateam from the Economic Research and Regional Cooperation Department of the Asian Development Bank (ADB)
of the Asian Development Bank (ADB) under the supervision of Cyn-Young Park, and later Edimon Ginting, director,
Economic Analysis and Operational Support Division conducted the study, in collaboration with the International
Labour Organization (ILO), under the supervision of Panudda Boonpala, director, ILO Decent Work Team and
ILO Country Office, New Delhi. The team consisted of Sakiko Tanaka, Valerie Mercer-Blackman, and Lilibeth Poot
from ADB; Sher Verick and Catherine Saget from the ILO; and experts including Rizwanul Islam (Lead Consultant),
Ronald Miller, Sewin Chan, and Selim Raihan.

Sunhwa Lee, Tania Rajadel, Rudi Van Dael from ADB; Manas Bhattacharya, Gabriel Bordado, Paul Comyn, T..M.
Nurunnabi Khan, Rossana Merola, and Seeta Sharma from the ILO, Laurent Bossavie, Yoonyoung Cho, Simon
Davies, Thomas Farole, and Manjula Luthria from the World Bank provided useful inputs and valuable comments
in the report’s finalization. Research assistance was provided by Megan Thomas, with additional support provided
by Regina Baroma and Maricor Muzones. The report was edited by Eric Van Zant and proofreading was done by
Tuesday Soriano. Michael Cortes did the layout, cover design, and typesetting. Ricasol Cruz-Calaluan, Gee-Ann
Burac, and Maria Carmela Teves provided administrative support.




Foreword

We would also like to acknowledge the excellent support provided by the ADB Bangladesh Resident Mission led
by Kazuhiko Higuchi, country director, in facilitating dialogue and collaboration with the government. Md. Golam
Mortaza and Barun Dey of the resident mission provided tremendous support in the conduct of the study. We
would especially like to acknowledge the collaboration with the ILO Country Office for Bangladesh led by Srinivas
Reddy, director, ILO Country Office, Dhaka.

As part of its preparation, the study team conducted a number of ADB-ILO missions (from November 2014 to
May 2016) and undertook a series of consultations with key stakeholders, including government, employers’ and
workers’ organizations, leading academicians, and development partners on the study framework, approach, and
findings. Through the consultations a number of key employment challenges were identified and later became the
thematic areas the study covered, including (i) diversification of the economy, (i) skills development, (iii) women at
work, and, after later consultation, (iv) overseas employment. Feedback from the different sectors greatly benefited
the report, and enhanced its relevance and applicability to the development needs of the country.

The study team would also like to thank the Government of Bangladesh for its invaluable support, without which
this study would not have been possible. In particular, we are grateful for the excellent collaboration and insights
from the Ministry of Finance Economic Relations Division, Ministry of Labour and Employment, Ministry of
Expatriates’ Welfare and Overseas Employment, Ministry of Education, Bangladesh Bureau of Statistics, National
Skills Development Council, and employers’ and workers’ organizations.
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INTRODUCTION

Economic growth in Bangladesh accelerated in the
1990s and has remained above 6% in most years since
the early 2000s. Not many developing countries have
been able to keep up such a robust pace for so long.
Moreover, macroeconomic stability as measured
by inflation and budget balance has improved (see
ADB 2016).

Driven by the growth of the ready-made garments
(RMG) industry, the share of employment in
Bangladesh’s manufacturing sector increased from
11% in 2005-2006 to 16% in 2013. The rate of open
unemployment in Bangladesh, which has remained
around 4.5%, does not accurately capture the labor
market challenges. The majority of workers are
employed in the informal sector (87.1% in 2013, up
from 78.4% in 2005-2006) where they suffer from
high underemployment, low earnings, and poor
working conditions. And gender disparities persist
despite a rise in women’s labor force participation.

Generating more productive employment needs
support from structural economic transformation.
More than just numbers, the employment challenge
needs to see a transfer of workers from sectors with

Chapter 1
Introduction and Highlights

low productivity to higher-productivity sectors,
an important part of economic development. As
productive employment plays a substantial role in
transmitting the benefits of economic growth to the
poor (reducing poverty and improving the distribution
of income), the study examines the nature, trends, and
magnitude of the employment challenges.

The new Sustainable Development Goals officially
adopted in 2015, emphasize that “transformative
agenda” of the Sustainable Development Goals needs
to be interpreted in terms of structural transformation
of the economy and employment. Goal 8 is set for
inclusive and sustainable economic growth with
employment and decent work for all.

This Employment Diagnostic Study highlights key
labor market trends and challenges in Bangladesh,
analyzes in depth the major issues relating to
employment, and makes recommendations for
government and stakeholder consideration. In

Chapter 2, the study broadly reviews and analyzes
labor market trends and challenges. Chapter 3 deals
with economic diversification and employment.
Chapter 4 is devoted to overseas employment and




Chapter 5 to skills development. Gender issues and
women’s employment are analyzed in Chapter 6, and
Chapter 7 presents key recommendations.

In the following paragraphs, we highlight some of the
main findings that are discussed in more detail in the
rest of the report.

Higher growth and economic diversification
are needed to cope with labor market
challenges.

While manufacturing will continue to be the engine of
growth and a major source of productive employment,
the manufacturing base will need to diversify, and the
sector will have to grow about 12%-15% over the next
15 years. Annual GDP growth would need to rise to
8% to fully absorb the available labor surplus. More
labor-intensive sectors, including garments will have
to continue to grow. Agriculture should also diversify
to create more productive employment. The policy
regime has to be neutral for non-garment industries
with the same growth potential. The construction
sector also has great potential for employment,
although in recent years the sector has shown some
degree of instability.

Using data from the 2013 Labour Force Survey, this
study finds that the unemployment rates for workers
at all education levels except for those who never
attended school have declined since 2010. The analysis
shows the gap in earnings between education levels
narrowing, with the exception of secondary education,
where graduates continue to earn increasingly more
than people with only primary education. This general
trend is positive in that the observed improvements
in education do not seem to contribute to income
inequality. In addition, greater access to education for
women leads to their finding better jobs, while their
rising employment in the garment sector has been
associated with reductions in poverty.

For the quality of employment to improve, this report
recommends that real wages need to rise in tandem
with increasing labor productivity. Other elements of
the work environment also have to improve, notably
safety. If the experience of the garment industry is
any indicator, minimum wages and improvements in
workplace safety do not seem to reduce employment
opportunities.

Supply-side factors may constrain the
transition into more productive jobs.

While  Bangladesh  has  successfully  created
manufacturing jobs particularly in textiles and
garments, it has been unable to create a large pool
of jobs in industries outside ready-made garments.
Jobs in the service sector are, for the most part,
informal (particularly wholesale and retail trade).
Nonetheless, the analysis in Chapter 3 of this report
shows that some areas of manufacturing as well as
some promising service sectors—such as information
technology, software, machinery repair, and tourism—
have potential to grow further if the right incentives are
set. Jobs in agriculture for the most part continue to
be informal and not very productive, yet Bangladesh
has the opportunity to invest more in agricultural value
chains, which would help to bring farmers to market
and raise their incomes.

Several supply-side factors have contributed to
constraining economic diversification, some of
which relate to employment: (i) a shortage of
skilled workers, (ii) technological bottlenecks, and
(ii) lack of entrepreneurship and management
skills. Although labor in Bangladesh is abundant,
a shortage in skilled workers is perceived to be a
major constraint on manufacturing production. The
shortage is particularly acute for medium-scale,
export-oriented enterprises. Manufacturing goods
now overwhelmingly dominate Bangladesh’s export
basket, but a significant proportion of it comprises a
very low domestic value addition because of limited
backward linkages. Upgrading technology, adopting
superior technology, and effective learning in the
workplace are important to improve productivity as



well as competitiveness. However, the manufacturing
sector is critically dependent on imported technology,
while the capacity to operate and maintain machinery
often does not exist. Moreover, although a good
entrepreneur recognizes the need for training staff and
acts accordingly, because of various reasons discussed
in Chapter 5, opportunities for training workers
and managers—even in large firms—are limited in
Bangladesh.

Though the government’s latest 5-year plan identifies
a number of priority sectors, several factors have
held back their development in the last 1-2 decades.
Some factors are sector-specific, while others are
more general, affecting the overall economy. Chapter
3 discusses the problems of some of these sectors.
Further research is needed to understand each of
these sectors comprehensively, but lack of data is an
issue. More general problems affecting all sectors are
poor physical infrastructure, weak institutions, and the
invisible costs of doing business.

Jobs abroad help provide more employment
opportunities but migrant rights need to be
enhanced.

Bangladesh has done well in maintaining a steady
outflow of migrant workers. But this study finds
potential for raising this number and changing the
skills and occupational composition of workers. For
Bangladesh workers to find more jobs abroad, it would
be necessary to tap both existing destinations (such as
Bahrain, Oman Qatar, and Singapore) and new ones
(such as Jordan, Lebanon, and the Republic of Korea).
Different destinations and their prospects can be
studied by employing various means such as analysis
of the economies and their business prospects and
intensifying bilateral contacts.

The high cost of international migration from
Bangladesh is a major issue. This cost not only includes
the costs of air tickets, visas, and so on, but also fees
paid to recruiting agencies and to intermediaries.
Apart from financial cost, common problems include
fraudulent practices, substitution of contracts in
destination countries (for ones with much worse terms

and conditions than promised), and unacceptable
conditions of work and living. Importantly, a very high
proportion of this cost (around 88%) is accounted for
by so-called facilitators. Any effort at reducing the cost
of migration and addressing the issue of exploitation
would have to focus primarily on this issue.

This study offers a number of recommendations
covering several stages of the migration cycle. At the
grassroots level, district employment and manpower
offices could work together with nongovernment
organizations and community-based organizations
to provide alternative sources of information and
raise awareness about various issues relating to
overseas employment. At a higher level, the Bureau
of Manpower, Employment and Training could work
together with recruitment agencies to develop a
system of recruitment that would minimize and
eventually eliminate the role of subagents. The role
and functioning of the Labour Wings in countries
of destination need to be made stronger and
more effective in dealing with the implementation
of contracts. Last, given the spread of relevant
actors over different countries and the number of
government agencies involved, a strong mechanism
for coordination is critical for increasing efficiency in
the governance of migration.

Relevant skills and quality education are
urgently required as the economy modernizes.

While Bangladesh has made notable progress in raising
enrollmentin primary education, significant challenges
remain in education and skills development. Better
education and quality in the workforce is crucial,
with large numbers of young people entering the job
market just as the country is looking to diversify and
modernize its economy.

The evidence presented in Chapter 5 clearly indicates
that the skills of the workforce are not meeting
the demands of emerging or, indeed, established
industries. Many employers state that the difficulty of
finding appropriately skilled workers is a substantial
constraint to growth. At the same time, private
economic returns to education remain fairly modest,



though this may be in part due to the huge expansion
in the number of workers with at least basic education.
As the economy grows and modernizes, it is likely that
the lifetime rewards to education will be significant.

While provision of basic general education has
expanded greatly, some areas of the country and
population remain underserved, especially among
the poorest. Efforts to bring all children into the
educational system should continue. Perhaps because
of the rapid expansion of the general education
system and because of a tradition of rote learning,
average educational quality remains low and many
students are not reaching achievement targets. Better
enforcement of standards for teaching and a policy to
discourage side employment of teachers, along with
attempts to improve the status of teachers, will help.
Modernization of curriculums to make them more
flexible and relevant and less memorization focused
will be helpful, along with potential de-emphasis of
high-stakes testing. Finally, private tertiary institutions
have proliferated extremely quickly and it is not clear
that adequate quality standards are in place. High
unemployment rates among young graduates suggest
that the skills being obtained are not those required by
the marketplace. A more careful program of oversight
of such institutions may help to improve educational
quality.

Technical and vocational education and training
(TVET) is a key area of concern. Many of the rapidly
developing countries and recently developed countries
of Asia made TVET a central focus of their education
systems as away of preparing for rapid industrialization.
In Bangladesh, formal TVET education makes up only
a tiny portion of secondary education, and evidence
suggests that some TVET resources are underutilized
because of low demand from students. A unified and
simplified system of TVET management and provision,
promotional efforts to students and their families, and,
perhaps most importantly, a continuous system of
communication, coordination, and cooperation with
employers and their representatives could help make
TVET an important element of development.

Improving employment policies and women-
focused programs will further enhance
outcomes for women in workforce.

This study finds that the expansion of microcredit
created opportunities for self-employment, and the
huge growth of the ready-made garment industry
provided the first mass formal employment for
women. Growth in the sector is expected to continue
to provide jobs. The number of women in regular paid
employment hasalsoincreased tremendouslyin recent
years, although it remains a small proportion of women
overall. Nonetheless, female labor force participation
(FLFP) remains very low by international standards
and while women’s education to higher secondary level
and above is now widespread, highly educated women
face frighteningly high unemployment rates, much
higher than those for comparably educated men.

As discussed in Chapter 6, providing full legal
economic rights to women and fully enforcing those
rights is a critical step—it provides a strong signal of
the direction of the country and may help to make
discrimination against women less socially acceptable.
Protection of women’s employment rights with
respect to changes in family status, such as a provision
of maternity and parental leave, is important. The
Government of Bangladesh has attempted to take a
lead position in the employment of women from the
beginning. However, the reservation of positions for
women has been maintained at the same low level,
even as the number of women in the workforce and,
in particular, the number of well-educated women
has increased tremendously. Increasing employment
of women in government should be nearly costless;
indeed, there may be an increase in efficiency gained
through the reduction of discrimination.

Experience in other countries with guaranteed work
programs has found important effects of FLFP. The
Employment Generation Program for the Poorest
(EGPP) is a powerful tool both to improve the welfare
of the poorest and to integrate women more fully into
the working world. The EGPP should, for this reason,



be maintained, or expanded, if possible, with additional
focus on the needs of women. Improved transportation
and infrastructure will benefit all Bangladeshis, and will
help in economic transformation, but they may be
especially valuable for working women.

Introduction and Highlights




Chapter 2

Employment and the Labor Market:

Trends and Challenges

2.1. Introduction

In recent years, a number of studies have dealt
with various aspects of employment and the labor
market in Bangladesh. While some are descriptive
and broad reviews (such as ILO 20133, IILS 2013,
CPD 20171), others deal with specific groups, such
as women (Rahman and Islam 2013 for example)
and youth (such as Toufique 2014). In their data,
2010 is the latest year in these studies. But issues
such as the quantitative dimension of the medium-
and longer-term employment challenge, structural
transformation, real wages, and the quality of
employment, have not received due attention in
recent research.

This chapteraims forabroad and deep understanding
of the employment and labor market challenges in
Bangladesh. It is distinct from the studies above in
several ways, including (i) a more up-to-date picture
by using data from the Labour Force Survey 2013, (ii)
a good analysis of the basic demographic and labor
force data to provide a picture of the supply side,
and (iii) projections of employment for the medium
term that provide a quantitative indicator of the
employment challenge. The chapter also looks at
qualitative aspects of employment.

A basic question in employment is the magnitude
of the challenge given labor supply and the speed of
employment growth in the medium term. This can be
examined using labor force projections and projections
of employment (total as well as sectoral) likely to be
generated in a given period. The latter exercise uses
the observed elasticity of employment with respect
to output growth and the projected rate of economic
growth.

Notably, a full-fledged diagnostic analysis of
employment has to include in-depth analysis of the
issue of structural transformation, mentioned above,
as well as the qualitative dimension of labor supply,
focusing on education and training. Secondly, overseas
jobs have emerged as a major source of employment
for the growing Bangladeshi labor force and a major
source of foreign exchange earnings. Detailed
analysis is also needed of the gender dimension given
significant variation in employment characteristics
between men and women. Subsequent chapters
devote particularattention to the four topics: structural
transformation, overseas employment, education and
skill development, and gender.

Section 2 provides a basic picture of the demographic
and labor force situation in the country. Section 3




reviews the employment situation.! Section 4 deals
with employment of youth and the educated. Section
5 presents data on the use of child labor. Trends in
real wages—overall as well as for major sectors—
are examined in section 6, which also addresses
whether differences in wages and earnings by levels of
education are adding to income inequality. Section 7
focuses on labor policy relating to minimum wages and
workplace safety and their impact on employment. In
section 8, projections of employment are carried out
for 2016-2020. Section 9 summarizes major findings
and concludes.

2.2. Demographic and Labor Force
Situation

2.2.1. Demographic characteristics

During the 2000s, population growth in Bangladesh
was around 1.5% a year, as confirmed by the growth
of population recorded by the labor force surveys of
1999-2000 and 2010 (Table 2.1, last row). Surprising
anddifficult to explainis the big differencein the growth
of the male and female population in the successive
surveys. Also notable is high urban population growth,
pointing to rapid urbanization.

Table 2.1: Growth of Population, 2000 to 2013

(million)
Item Total Male Female Urban Rural
2000 12750 66.60 60.90 27.30 100.20
2006 137.30 70.00 67.30 32.30 105.00

Annual growth (%), 124 0.83 1.68 2.84 0.78
2000-2006

2010 148.70 7420 73.60 34.00 114.70

Annual growth (%), 201 147 226 1.29 2.23
2006-2010

2013 15420 76.60 77.50 43.20 110.90

Annual growth (%), 122 1.07 174 831 (1.12)
2010-2013

Annual growth (%), 147 1.08 1.87 3.59 0.78
2000-2013

() = negative.
Source: Calculated from Labor Force Survey data.

' Theissue of overseas employment is dealt with in Chapter 4.
2 Key definitions and methods used in the Bangladesh labor force surveys are described in Appendix 2.
3 See Chapter 6 for a detailed analysis of this issue.
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The third notable demographic feature is the increase
in the share of working-age population from 2000
to 2013 (Table 2.2), which applies to both men and
women and rural and urban areas. This implies the
oft-mentioned possibility of reaping the so-called
“demographic dividend”—if of course the people of
working age can be converted to human capital and
utilized productively.

Table 2.2: Working-Age Population, 2000-2013

Item 2000 2006 2010 2013

Total population (million) ~ 127.5 137.3 148.7 154.2
Working-age population 74.2 84.6 95.6 106.3
(million)

Working-age population, 15 and above (% of total)

Total 58.2 61.6 64.3 68.9
Male 57.5 61.4 64.5 68.0
Female 58.9 61.8 64.8 69.9
Urban 60.8 65.3 68.2 70.1
Rural 57.6 60.5 63.1 68.5

Source: Bangladesh Bureau of Statistics. Various years. Labour Force Survey.
Dhaka.

2.2.2. Labor force?

Data in Table 2.3 on labor force growth during 2002