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Developing Asia is forecast to expand by 6.0% in 2018, and by
5.9% in 2019. Excluding Asia’s high-income newly industrialized
economies, growth should reach 6.5% in 2018 and 6.4% in 2019.

With oil prices edging up and robust consumer demand continuing,
inflation is poised to pick up after dipping slightly last year.

ASIAN DEVELOPMENT Consumer prices are projected to rise by 2.9% in both 2018 and

DUTLDDK 2018 2019, or 0.6 percentage points more than in 2017.

Though prospects are firm, risks are clearly to the downside.
— oo Protectionist measures and retaliation against them could
undermine the recent pickup in trade growth. In response to fiscal
stimulus, the United States Federal Reserve may need to raise interest rates faster than currently
expected, which could diminish capital flows to developing Asia.
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Outline

Rising concern over technology displacing jobs
Reasons for optimism on job prospects

Some worker concerns remain

What role for government and industry?



Technological advances drive higher productivity,
foundation for better-paid jobs and economic growth
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INn future ahead...

An uncerta




Compelling reasons to remain optimistic about
developing Asia’s job prospects
New technologies often automate only some tasks of
a job.

Technical feasibility does not guarantee economic
feasibility.

Rising income and demand.
New occupations and industries.



New technologies often involve automating specific
tasks associated with a job, not the job In its entirety
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Note: Percentages refer to Frey and Osborne (2017) estimates on probability of automation. Framework is

based on Acemoglu and Autor (2011).
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Industrial robots are concentrated in capital-intensive

sectors where employment shares are small
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Robot use Is associated with a reduction In
routine employment

Robot density and employment (routine versus nonroutine)

a. Routine employment

Change in routine employment share (%)

b. Nonroutine employment

Change in nonroutine employment share (%)
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Motes: Robot density is the number of robots per 10,000 workers. Routine and nonroutine classification is based on Autor and Dorn (2013).
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TECHNOLOGY AND EMPLOYMENT IN
GLOBAL VALUE CHAINS



Example: the GVC for garments

2 Spinning, Knitting, 3
or Weaving, Dyeing
Spinners use cotton from
a variety of origins to

produce yarn; fabric mills
produce cloth

1 Growing,
Ginning, Trading
Ginners receive cotton
from multiple growers

and sell to the global
market through traders.

oo~

Embroidery, Printing,
Washing

3a Cut-make-trim (CMT) factory
manufactures garments.

3b A CMT factory that lacks in-house
capacity for smaller processes
subcontracts them to another
facility, which then sends the ]
garments back to CMT factory. | |
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Warehouse, Shipping Retail

Brand distributes garments
globally to retail and online
stores.

CMT factory ships garments
wholesale to the brand that
placed the orders.
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Example: the GVC for garments

Task relocation

If the Chinese garments
manufacturers decide to outsource
some (routine) jobs to Cambodia,
then the number of (routine) jobs is
unchanged, but fewer workers are
employed in China, and more in
Thailand;

Spinning, Knitting, 3
or Weaving, Dyeing

Spinners use cotton from
a variety of origins to

-
produce yarn; fabric mills = — e
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Growing,

Ginning, Trading
Ginners receive cotton
from multiple growers
and sell to the global
market through traders.
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Embroidery, Printing,
Washing

3a Cut-make-trim (CMT) factory
manufactures garments.

3b A CMT factory that lacks in-house
capacity for smaller processes
subcontracts them to another
facility, which then sends the
garments back to CMT factory.

_______

CMT factory ships garments
wholesale to the brand that
placed the orders.

Brand distributes garments
globally to retail and online
stores.

Warehouse, Shipping 5 ‘ Retail
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Example: the GVC for garments

Task relocation

If the Chinese garments 9 | Spiming Knitting 3
manufacturers decide to outsource pitniiion T
some (routine) jobs to Cambodia, f;?;”:?;’?Jf;”?;”;.i"m.ns
then the number of (routine) jobs is producecloth
unchanged, but fewer workers are .
employed in China, and more in F i
Thailand;
. ﬁ’ - e
Technology within GVC 1 | Ginrim Trading - .
If machines replace workers in some | S 2 Moo i S - | e
of the production tasks in the supply bt i s ot

chain of garments made in China,
then this will lower the number of
routine jobs in the supply chain.
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Decomposition of labor demand shows that
employment increase from rising iIncomes
overshadow reduction from technology
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This countervailing force Is at work
across the region

Bl Technology within GVC

Bangladesh
India

Indonesia
Malaysia
Mongolia
Philippines

PRC

Republic of Korea
Sri Lanka
Taipei,China
Thailand

Viet Nam
Developing Asia

PRC = People’s Republic of China, GVC = global value chain.
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Source: ADB estimates using data from ADB Multi-Regional Input-Output Database (accessed 20 November 2017); Labor Force Surveys; and Socioeconomic
Accounts of the World Input-Output Database (accessed 30 August 2017).
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Technology also creates new occupations and

entirely new industries

Occupational categories with the highest proportions of new job titles

|CT operations and user support technician

Architect, planner, surveyor, and designer

Software and application developer, and analyst

Life science technician and related associate professional
Medical and pharmaceutical technician

Sales, marketing, and public relations professional

Electronics and telecommunication installer and repairer

Electrotechnology engineer
Paramedical practitioner
Database and network professional

Other health associate professional

ICT = information and communication technology.
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I Malaysia 2008
Ml Philippines 2012
[ India 2015

Most of the new
occupations
are nonroutine
cognitive!

Note: These are new occupation groups with the highest proportion of new job titles. Calculations are based on comparisons made between national classification

of occupations (NCO) 2004 (based on International Standard Classification of Occupations 1988 [ISCO-88]) and NCO 2015 (ISCO-08) for India, PSOC 1990
(ISCO-88) and PSOC 2012 (ISCO-08) for the Philippines, and MASC0O-1998 (ISCO-88) and MASCO-2008 (ISCO-08) for Malaysia. As a robustness check, the
1970 US Index of Occupations was used as proxy for a comprehensive list of occupations in the base year of the economies studied.

Source: Flaminiano et al. (forthcoming).
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SOME WORKER CONCERNS REMAIN



Increase In non-routine cognitive jobs Is evident
across Asia

Annual growth in employment of wage workers by job type (%)
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Note: The time frames vary across countries, with Viet Nam the shortest (2007-2015), followed by Thailand

(2000-2010), India (2000-2012), and Indonesia (2000-2014). Developing Asia refers to the five countries included in ADB

this analysis. Source: Asian Development Outlook 2018: How Technology Affects Jobs
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Wages have also grown more for these
workers, leaving low-skill workers behind

Change in average monthly wages, constant prices (in US$)

US$
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Non- | Manual Non- | Manual Non- | Manual Non- | Manual

routine routine routine routine
cognitive cognitive cognitive cognitive

INDONESIA THAILAND VIET NAM

Note: The time frames vary across countries, with Viet Nam the shortest (2007-2015), followed by Thailand
(2000-2010), India (2000-2012), and Indonesia (2000-2014). Developing Asia refers to the five countries included in
this analysis. Source: Asian Development Outlook 2018: How Technology Affects Jobs
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In preparing for the future of work, Asia needs
to Invest In education and training

Difference in the employment distribution with respect to the OECD by task
intensity (in percentage points)

Manual ® Non-routine cognitive

Developing Asia -23 29
Philippines 00 L s
Indonesia -21 _
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India 27 .
Viet Nam 29 < .
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Source: ADB. 2018. Asian Development Outlook: How Technology Affects Jobs. Manila. 20



Talent shortages are a growing problem globally and
the Asia Pacific region is suffering the most acutely

% of employers having difficulty filling jobs
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Source: Manpower Group, 2016 Talent Shortage Survey
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...But public spending on worker training and
labor markets has been decreasing globally...

Total public spending on worker training Total public spending on labor markets’
% of GDP, Difference, 2015 - 1993 % of GDP, Difference, 2015 - 1993
2015 Percentage points 2015 Percentage points
Germany Denmark 600 -7.59
Canada Germany
Australia Canada
United ;
Kingdom? Spain 4.92
France Australia
United United
States Kingdom?
Spain -0.02 Japan
United
Japan -0.02 States
ltaly 0 France 5.59 042
Denmark . 0.10 Italy 344 225

1 Public spending on employment incentives; startup incentives; direct job creation; out-of-work income maintenance and support, early retirement; public
employment services and administration; and sheltered and supported employment and rehabilitation (excluding worker training).

2 2011 data used for United Kingdom.

NOTE: Countries where 1593 data was not available omitted. Not to scale.

SOURCE: OECD; Labour market policy expendifure and the structure of unemployment, Eurostat, 2013; McKinsey Global Institute analysis



...And employer-sponsored or on-the-job
training Is decreasing, too...

Share of US workers receiving 20
employer-sponsored or

on-the-job training, 1996-2008
Fraction of workers ages 18-85 =

receiving training of any duration Employer paid
in the last year 10 | for training
Yo

On-the-job training

ﬂ 1 1 1 1 1 |
1996 98 2000 02 04 06 2008

SOURCE: 2015 Economic Report of the President, S Council of Economic Advisors; Census Bureau; Survey of Income and Program Participation
{(Employment and Training Topical Module); CEA calculations; McKinsey Global Institute analysis
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In a technology-driven economy, It is more
Important than ever to learn how to relearn

* Acquired through TVET, higher education and
lifelong learning
* Relate to a specific job, task, academic discipline
- or knowledge area
SPEClalIZEd * Can depreciate with technological change and/or
skills lack of practice, need regular upgrading

* Acquired throughout education and life
experience

* Include a range of skills, including critical thinking,
creativity, and inter-personal skills
(e.g. communication skills)

* Are transferrable across occupations and sectors

Foundational Transversal * Acquired through basic education
il Al * Include reading, writing, numeracy,
skills skills social-emotional skills, and digital literacy

* Are astepping stone to further education and full
participation in society

Source: ADB. 2018. Asian Development Outlook: How Technology Affects Jobs. Manila.
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Government has an important role to play In
leveraging technology for inclusive growth...

Response to
T Use of technology Support for technology

e Education and e Facilitate skill e Investments in ICT
training development and job infrastructure

e Favorable labor matching e Antitrust and
regulation e Provision of public consumer protection

e Social protection goods and services e Innovation and

e Tax policies technology adoption
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...But so do Iindustry and business!

* Institutionalized private sector participation in skill
development has the potential to:
— minimize the lag between demand for new skills and their
supply
— optimize resource allocation

— operationalize skill mobility within the ASEAN Economic
Community and beyond

— customize programs and modules for foster lifelong learning
— And so much more...
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Conclusion

It Is simplistic at best to say that “technology Is displacing
jobs:”

— Productivity gains and strong consumer demand in developing Asia
are creating many more jobs than are being directly displaced by
technology.

But the new jobs created require different skill sets than those
displaced.

Government alone cannot face this challenge: industry and
business have an important role to play.

The timing of this symposium could not be more appropriate!
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THE END
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