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ASIAN DECENT WORK DECADE RESOURCE KIT:

COMPETITIVENESS, PRODUCTIVITY
AND JOBS



Introduction
Representatives of governments and employers’ and workers’ organizations committed 
themselves to an Asian Decent Work Decade (ADWD) during the 14th Asian Regional 
Meeting of the International Labour Organization (2006) – reaffirming their dedication to 
the goal of full, productive and decent employment for all by 2015. 

To inspire their efforts and provide easy access to the rich knowledge, information and  
services that the ILO offers, the Regional Office in Bangkok developed the Asian  
Decent Work Decade Resource Kit. This booklet is one of six parts to that kit, serving as a  
gateway into ILO expertise and knowledge on the regional priority area of  
competitiveness, productivity and jobs. It explains in a brief and user-friendly manner why 
this is a regional priority, the issues it addresses and how the ILO can help its social  
partners, detailing the available approaches, strategies and tools and possible  
partnerships. Where applicable, examples of good practices or adaptable projects are 
included.

If you are reading this as an electronic file on the CD-ROM, you will find hyperlinks to many  
associated publications. If your computer is connected to the Internet you can use  these 
hyperlinks to navigate to web sites. The links are both in the text and in boxes on the side 
margin marked “click here”.
 
If you are reading this as a printed booklet, you can find more information by visiting 
the website: www.ilo.org/asia/decentwork

www.ilo.org/asia/decentwork
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	 1. Competitiveness, productivity and jobs 
 
At the 2006 Asian Regional Meeting in 
2006, the ILO’s constituents concluded 
that decent work and reducing poverty 
across the region could be achieved by 
promoting growth in productivity, enhancing 
enterprise and national competitiveness 
and increasing the number of decent jobs. 
Many Asia–Pacific countries have already 
made considerable progress towards these 
goals. Since 2000, productivity, measured 
as output per worker, has grown by 30 
per cent in the region, compared with only 
8 per cent in the rest of the world. This 
has helped boost economic growth and 
competitiveness and reduce poverty.

 
Accelerating productivity growth will be even 
more important over the next 10 to 20 years 
if the Asia–Pacific region wants to maintain 
its recent gross domestic product (GDP) 
growth rates in the face of demographic 
and labour force trends. 

In East Asia, this would mean increasing 
annual labour productivity growth from 
7.6 to 8.1 per cent. In Asia’s developed 
economies, it would mean increasing it 
from 1.5 to 2.1 per cent.

Despite the region’s overall growth and 
improved competitiveness in the global 
economy, many workers have not benefited. 
Productivity gains have been distributed 
very unevenly. This is a troublesome trend. 
Indeed, in recent years most countries 
have seen a fall in labour income’s share 
of GDP. In China, for example, the wage 
share declined from 53 to 41 per cent 
between 1998 and 2005, and over the long 
term, other countries such as Malaysia, the 
Philippines and Thailand have also suffered 
a decline. 

 
The uneven distribution of productivity 
gains has also increased inequality across 
households and between regions. Incomes 
at the top of the distribution spectrum have 
grown faster than those in the middle or the 
bottom. 

The ILO’s database, Key Indicators 
of the Labour Market (KILM), reveals 
both the gains and the vast differences 
in labour productivity across Asia.

Click here for Labour and Social Trends in Asia and the 
Pacific, ILO 2006 

Click here for Key Indicators of the Labour Market 2007 

Click here for ADB’s Report on Inequality in Asia: Highlights 2007

http://www.ilo.org/asia/whatwedo/publications/lang--en/docName--WCMS_BK_PB_122_EN/index.htm
http://www.ilo.org/public/english/employment/strat/kilm/
http://www.adb.org/Documents/Books/Key_Indicators/2007/pdf/Inequality-in-Asia-Highlights.pdf
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More than 1 billion Asians and Pacific 
islanders still work in the informal economy. 
There are also persistent gaps in earnings 
between men and women, and between 
people in rural and urban areas. These 
gaps reflect social exclusion, lack of access 
to high-quality basic education and health 
care and the absence of employment 
opportunities – all of which serve to dampen 
the poverty-reducing impact of growth. 

Rising inequality is not inevitable. It will 
reflect, to some extent, returns to effort, 

skills, investment and entrepreneurship. 
But the experience of countries, such as 
the Republic of Korea, has shown that high 
economic growth need not lead to higher 
inequality. Indeed, at some point, rising 
inequality becomes counterproductive, 
leading to instability and reducing  
the prospects for future growth and 
development. 

While rapid economic growth has created 
dynamism and wealth, the Asia–Pacific 
region has at the same time become  
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dirtier, less ecologically diverse and more 
environmentally vulnerable. Increases in 
production, urbanization and population 
are changing the consumption patterns 
of resources at an unprecedented rate. 
Climate change will affect labour markets. 
Global warming, as well as measures for 
adaptation and mitigation, will lead to 
profound shifts and transitions in the way 
people earn their livings. In addition to 
efforts to increase labour productivity, there 
also will be efforts to improve resource 
productivity in order to reduce emissions.

 
 
Over the next decade, Asia and the Pacific 
face a two-fold challenge: The first is to 
accelerate productivity growth within 
responsible stewardship of the environment. 
The second is to distribute productivity 

gains more evenly. Both are essential for 
ensuring decent work and sustainable 
development. 

 

 
Competitiveness and productivity are 
closely related. The World Economic 
Forum defines competitiveness as 
the collection of factors, policies and 
institutions that determine an economy’s 
productivity and thus its level of prosperity. 
The factors affecting productivity will differ 
from one country to another depending 
on their starting conditions or stages of 

More than 1 billion Asians and Pacific islanders work 
in the informal economy. ©ILO/M.Crozet, 2002.

Jointly with the United Nations 
Environment Programme and 
the International Trade Union 
Confederation, the ILO has launched 
a Green Jobs Initiative to highlight 
the potential benefits for employment, 
income and poverty reduction through 
decent, green jobs. Workers’ and 
employers’ organizations can help 
bring about a swift and equitable 
transition to green growth and  
eco-effectiveness.

Competitiveness and 
productivity

Click here for Decent Work for Sustainable Development: The 
Challenge of Climate Change

Click here for Green Jobs in Asia and the Pacific 

http://www.ilo.org/wcmsp5/groups/public/---ed_norm/---relconf/documents/meetingdocument/wcms_084890.pdf
http://www.ilo.org/asia/whatwedo/events/lang--en/WCMS_092015/index.htm
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development. The World Economic Forum’s Global Competitiveness Report suggests that 
a nation’s competitiveness rests on ten pillars:

Basic requirements
 
Institutions

Infrastructure

Macro economy

Health and primary 
education

Innovation factors
 
Business sophistication

Innovation

Efficiency enhancers
 
Higher education and training

Market efficiency (goods, 
financial and labour markets)

Technological readiness

Market size

Competitiveness can be analysed at the 
regional, industry or enterprise levels in 
addition to nationally. For enterprises, the 
aim is to produce products and services 

effectively and efficiently and exceed the 
performance of competitors.
 
Productivity is a measure of the efficient 
and effective use of inputs, such as labour, 
capital, materials, energy or information. 
Of particular interest to policy-makers, 
economists, managers and the ILO is 
labour productivity, measured as output per 
worker or per hours worked. This directly 
relates to the returns to labour input, such 
as wages and income, and raises questions 
on how enterprises should share gains in 
productivity with employees. 

Productivity growth is an essential 
contributor to competitiveness at all levels. 
It is also the ultimate source of growth in 
living standards and offers a sustainable 
route out of poverty, making more goods 

Productive enterprises can  
create more jobs. 
©ILO/A.Mirza, 2007.

Click here for World 
Economic Forum: 
The Global Com-
petitiveness Report 
2007-2008

Click here for ILO 
World Employment 
Report 2004/05: 
Employment, Pro-
ductivity and Poverty 
Reduction

http://www.weforum.org/en/initiatives/gcp/Global%20Competitiveness%20Report/index.htm
http://www.ilo.org/public/english/employment/strat/wer2004.htm
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and services available at affordable prices 
to more people. 
 
Productivity gains can be distributed to 
workers in the form of higher earnings or 
shorter working time and improved working 
conditions, or both. 

Recent ILO analysis has brought new 
insights on how employment growth 
connects to competitiveness and 
productivity. Productivity improvements 
may in some sectors lead to a loss of 
jobs, for example due to labour-saving 
technological changes. However, in the 
longer term, there is no necessary trade-
off between productivity growth and job 
creation. Enterprises that become more 
competitive by increasing productivity 

Increasing productivity is not an end in 
itself. If achieved through exploitation 
of the environment and unfairness to 
workers, it does not lead to sustainable 
improvements in welfare or the quality 
of life. It is important to take into 
account the means used to achieve 
the end. Efforts to increase productivity 
and competitiveness must go hand in 
hand with social and environmental 
responsibility.

are also in a better position to create new 
jobs. Productivity gains can also work their 
way through the macro economy, as job 
creation in one sector offsets job losses in 
declining sectors. Whether this is the case 
or not depends largely on the environment 
in which enterprises operate.

Accelerating productivity 
growth 
 
There is no simple formula for enhancing 
competitiveness, productivity and job 
creation. Many factors shape the outcomes. 
Moreover, previous strategies might not work 
in the future: Asian and Pacific economies 
wanting to ensure competitiveness can no 
longer count on low-cost production and 
cheap exchange rates. Many have benefited 
from high levels of foreign and domestic 
investment, which have increased sector 
productivity. This strategy, too, may be 
reaching its limits. Compared with other parts 
of the world, many countries in the region 
already have very high investment shares.  
 
Still, there are countries with lower rates 
of investment, such as Bangladesh, 
Cambodia, India, Indonesia, Pakistan and 
the Philippines.
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For some countries, the rise of major 
Asian trading nations, notably China and 
India, may put entire industries under 
strong adjustment pressures, particularly 
in manufacturing. These pressures could 
outweigh the economic benefits of larger 
markets and cheaper imports.

Productivity levels in agriculture tend to be 
much lower than in industry and services, 
so the re-allocation of workers from 
agriculture to industry and services has 
had a large and positive effect on overall 
labour productivity growth. Between 2000 
and 2006, it accounted for nearly 30 per 
cent of developing the Asia–Pacific region’s 
productivity growth. 

Structural shifts in employment will continue 
to play an important role in increasing 
labour productivity, especially in East Asia 
and South-East Asia and possibly in South 
Asia. However, this will largely depend 
on whether the new jobs are in the lower-
productivity informal sectors or in formal 
high-value-added services and industry.

How Asian and Pacific enterprises improve 
their competitiveness and productivity 
depends on how successfully they 
integrate into national and global value 
chains. Enterprises need to make use of the 
technology, innovation and other new ideas 

Consumer markets worldwide are 
increasingly demanding products 
and services that comply with 
international social and environ-
mental standards. As part of their 
business strategies, many enterprises 
are increasingly adopting corporate 
social responsibility through 
business-driven voluntary activities 
that exceed compliance with the law. 
There is solid evidence to suggest 
that enterprises that take action on 
the environmental and social impact 
of their operations enhance their 
reputations, reduce the additional 
costs of doing business and improve 
competitiveness. 

Productivity growth will require a more skilled
workforce. ©ILO/A.Mirza, 2007.
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contained in these value chains and clusters 
as a way of reducing costs and adding 
value. By upgrading their operations, they 
can become more productive and create a 
higher share of value locally – generating 
more jobs and income.

A key factor for accelerating productivity 
growth in Asia has been the availability 
of workers with the appropriate skills, 
including those in technology and 
language. Countries need to reform and 
re-orient national training policies and 
systems because the impact of education 
and training on productivity depends on 
their quality and relevance to labour market 
needs and their accessibility to all workers.  
 

This is also important for increasing 
productivity in the informal economy. It will 
mean linking informal with formal training, 
recognizing acquired skills and finding new 
ways to expand skills and entrepreneurship 
training.
 
In addition to improving human capital, it 
is also important to institute progressive 
workplace practices based on good working 
conditions, innovations in work organization, 
continuous workplace learning, good 
labour–management relations and respect 
for workers’ rights. 

At the enterprise level, innovation depends 
on managerial competence and on 
employee involvement. As greater regional 
integration reduces the influence of national 
macroeconomic policy, these micro sources 
of competitiveness are likely to increase in 
importance.

Policies to enhance productivity and 
competitiveness need to recognize the 
Asia–Pacific region’s diversity and reflect 
the country’s level of development, available 
resources and institutional capacity. 
 
Accelerating productive growth requires a 
country-specific mix of policies aimed at:

• creating an environment conducive to     
   sustainable enterprises;

• building   human  capital  in   basic  
   education, as well as in technical and  
   core skills;

• encouraging the application of decent  
   and productive workplace practices;

• addressing sector-specific challenges  
   through   value   chain  and   cluster  
   upgrading; 

• promoting  technology and ways of  
   doing business that are environmentally  
   friendly.
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To address the challenges confronting 
competitiveness, productivity and creating 
new jobs, the ILO’s social partners in Asia 
and the Pacific need to include sustained 
improvements in their Decent Work Country 
Programmes – the main mechanisms for ILO 
cooperation with constituents throughout 
the world. The following illustrates the 
range and types of intervention that the ILO 
supports.

 

 
In mid 2007, the ILO’s tripartite constituency 
concluded at the International Labour 
Conference that “the promotion of 
sustainable enterprises is a major tool 
for achieving decent work, sustainable 
development and innovation that improves 
standards of living and social conditions 
over time.” Two months later, at the Asian 
Employment Forum, the constituents re-
emphasized the importance of promoting 
sustainable enterprises in Asia and the 
Pacific and the ILO’s vital role.

	 2. The ILO response 

 
The ILO’s point of departure is the 
sustainable enterprise, which goes beyond 
narrow input-output analysis in terms of 
minimizing costs and maximizing value. A 
sustainable enterprise operates a business 
to be viable and to earn profits; thus, it is 
constantly keen to raise productivity and 
ensure competitiveness. In addition, it 
recognizes the social aspirations of the 
people on whom it depends, both inside 
and outside the organization, as well as 
the impact of its operations, products and 
services on the natural environment.

The International Labour Conference 
recognized the ILO as uniquely placed 
to promote sustainable enterprises and 

Sustainable enterprises earn profits and meet 
social aspirations. ©ILO/M.Crozet, 2005.

Point of departure – the 
sustainable enterprise

Click here for Report and Conclusions concerning the promotion 
of sustainable enterprises, International Labour Conference, 2007

http://www.ilo.org/dyn/empent/docs/F1377429635/ILCSustainableEnterprises.pdf
http://www.ilo.org/dyn/empent/docs/F836599903/ILC96-VI-2007-06-0147-2-En.pdf
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	 2. The ILO response decent work. This is because the social, 
economic and environmental dimensions of 
development come together in workplaces. 
Through its tripartite constituency, the ILO is 
in direct contact with employers and workers 
in enterprises and with the government 
officials who set the rules of the game. With 
its demonstrated technical competence, 
the ILO has the means and experience to 
advise and assist countries in Asia and the 
Pacific in their efforts to sustain productivity 
growth and competitiveness.

 
 
 

A conducive environment 
 
To be sustainable and competitive, 
enterprises need certain conducive and 
enabling conditions that allow them 
to engage in strategies for enhancing 
productivity and innovation. Policies, 
institutions and regulations that provide 

An important ILO instrument for 
enterprise creation and development 
is the Job Creation in Small and  
Medium-sized Enterprises Recom-
mendation, which aims to create a 
supportive environment conducive to 
the growth and development of SMEs.

such an environment can make a substantial 
contribution to employment creation.

The ILO’s tripartite constituency 
agreed on basic conditions for 
a conducive environment for 
sustainable enterprises:

• Peace and political stability 
• Good governance 
• Social dialogue 
• Respect for universal human rights 
• Entrepreneurial culture 
• Sound and stable macroeconomic     
   policy 
• Trade and sustainable economic  
   integration 
• Enabling legal and regulatory  
   environment 
• Rule of law and secure property  
   rights 
• Fair competition 
• Access to financial services 
• Physical infrastructure 
• Information and communication  
   technology 
• Education, training and lifelong  
   learning 
• Social justice and social inclusion 
• Adequate social protection 
• Responsible stewardship of the  
   environment

Click here for ILO Recommendation No.189 on job creationin SMEs

http://www.ilo.org/ilolex/cgi-lex/convde.pl?R189
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