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What Explains the Job Creating Potential of

Industrialisation in the Developing World?
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<712l2: What explains the rightward shift (Increase) in the demand for labour curve?>
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M=ol dxtg] g0 it Mstel S it= Scale(rt2), Labor intensity(t= S &Y E) &
Composition(7+d 21he| =go|tt. M= F=Zo w27t HXH LX) =0 &
2 DIEX Of= 371X 2otet 1 2ut50| &2 Aoz Jh=X 20 ULt
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(2) Labor intensity effect (=S&AZ0 [E D EXEF

MAro| wETOE T 2a1ZOR QI8 DIMO| X502 0|5(=37} 8f0] 180| Z7}E
Ch (5, M2tz QI5t0 HS0| nEotxd 1HO| Witd HEF S 20| YiktozM 1
o Z7hglch

(3) Composition effect (70 2 D8EH=G )

MZ0| AIME|(sectono] Hi3tZ QI8 DRMO| 2% 0|5(=37hH0| 189 72 ots
OjhCh MZEQOls wEFOHR AQut RHE(Z|ANEN AQo| UCkD JPHUS 0f 7
O Aeloz ATl IO, NEARI SOLHs BIHE o|O|sct

Mz=g 189 HatE =M M 37tX 21 & StLt

(a) Scale effect : MAI2FO| =
(b) Labor intensity effect : MAtEtAIO] L S RIOFL
= 4

(c) Composition effect : =
0. HlOjEf X 24

(@) RAASSUNLZ|FH(UNIDO) d4itak S g GO H|o|A
Nominal output and employment data for 23 International Standard Industrial
Classification (ISIC) two digit industries

(b) A S| ZIAE, HAEZIIZ 5 (World Bank, 1990)

(c) SHCHR| o] Aupgf WA X| (1970-1975, 2005-2010/ 2000-2004, 2005-2010)

=
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L, =@, [Eth(LZt/ ta)]

where % is industry/sector, t is time, w is the share of industry %'s output in totla

manufacturing output. We denote Li,t/ Q;; as A737t' the labor-intensity.
ALy gy = AQtlftQ[Zwi,tl*Ai,tl] + G [Zwi,tl*AAi,tlfﬁ] + G [ZAwi,tlftQ* A I

Calculating delta (change in employment from period t1 to period t2)
1 term: scale effect, 2" term: labor-intensity effect, 3" term: composition effect

1 =Yg H3l 232 M 1970-2010

22|= WA 1970-1975 HOjA 2005-2010 H Ao|o| 1274=o| KM= 18 H3lo| 2 A
s 2 20 (& 1)

<H1l H=Xgng H3Is0| Cfst Esj&M 1970-19750{|Af 2005-2010>

Table 1. Decomposition of change in manufacturing employment, 1970-2010 (in 1000s)

Country Scale Effect Labour Intensity Effect Composition Effect Total Change
Colombia 221 34 —39 216
Ecuador 421 —32 -6 383
Fiji 12 0 2 13
India 55,503 —3971 -1015 50,517
Iran 5779 214 —106 5458
Iraq 7224 21 —88 7157
Korea 26213 —932 —281 25,000
Malaysia 5792 -179 —110 5503
Philippines 619 0 —125 494
South Africa 2013 —599 -161 1253
Sri Lanka 1639 =73 38 1604
Turkey 2964 —258 68 2774

Source: Our calculations, from UNIDO 2 digit ISIC Indstat2 and World Development Indicators data-bases.
Notes: Here, we decompose the change in employment from 1970-1975 to 2005-2010.

OlE =0 92 BOIM HYSIX0| Q= MAF2 ZO (Scale effect)E Sl 2 58 584
ItEo| Z22XE FIIMX| T = SE AL (Labor intensity effect)= SOFX[A| E|0f 2f 4840t
Fo| ZEXE AU YT -H(Composition effect) Q| HotZ Of 1HMDIHS QUIRALCH

=9 49 AL MYFHEo Bt RitE QISte] oA A2 1:28 138 FHO|
A MM SHE Sl 262138 79| UXj2(7t HEE0 & 1SS 20 5HT
O] E|ALCt.

OOz, 2 7|7t 52 BE 70| ME n8V0| F7tt Aoz LIERCH BE 42
OlM O] “Hit2kol FIto| ME JHZEQl Scale effect (+)0f 2|t Ziojn Y& =79
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dL2, Labor intensity effect(-) 7} Scale effect 8! Composition effecte} BtCjEtztoz 22
Ag =l =RUCE O] A7] 12 J|=0jM Z2 WHFCE TAHE|= 37tX| 21| Atz
2. f=Yne w3l 25 2000-2010
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<H2: qEZQ1E BIE0 Cfst 2824 2000-20040 A 2005-2010>

Country Scale Effect Labour Intensity Effect Composition Effieet Total Effect
Albania 25 —4 0 21
Azerbagan =11 3 29 22
Botswana 5 ] 0 6
Braal —156 1932 47 1729
China 120,333 =29,035 —3581 87.717
Colombia 9 121 -13 117
Cyprus 0 1 2 3
Czech Republic 675 —385 —108 182
Ecuador 84 32 —2 49
Entrea —f 7 3 4
Estonia 55 —34 —5 17
Ethiopia 117 —32 0 85
Fiji 0 6 -1 6
Hungary 156 =T —54 =25
Indsa 6921 —1824 —414 4683
Indonesia o8 440 33T 715
Iran 1148 —333 —-169 6ty
Jordan 119 -31 =1 B7
Korea 1487 —747 16 756
Kyrgyzstan = 1 5 5
Latvia 87 —62 —4 22
Lithuania 221 —107 —27 87
Malawi —27 17 = =13
Malaysia 367 —149 =N 413
Mauntius 21 =10 -3 —=12
Maoldova 4 =1 -8 b
Mongoha 64 —-18 -9 38
Mormeco 216 —82 =57 77
Peru 439 77 —141 221
Poland 1213 —612 —36 566
Portugal 21 —44 —42 —64
Romania —542 518 154 160
Singapore L6 —45 —]J 112
Slovakia 490 —199 —10 281
Slovenia 19 —23 —6 -11
South Africa 135 —-132 —28 —25
Turkey —486 1857 5 1376
Ukrame 2826 —1683 —58 1086
Uruguay a8 3 ] 41
Viet Nam 4138 —860 -26 3252

Source: Our calculations, from UNIDO 2 digit 1SIC Indstat? and World Development Indicators database. Notes:
Manufacturmg price deflator for China 18 obtained from China Staristical Yearbooks. Here, we decompose the
change m employment from 2000-2004 to 2005-2010.

of7|Zh M= g2l 7tg 2

1) ¢ ®9] Scale effect + Labour Intesity Effect + Composition effect = Total Change (Rl&21&

A7 %)

7t =0 A=W, of= oF 8% 8T FHo| Z2Xtof S

SiCt gLt 242 7|7t &=L Labor Intensity effect 2 Composition effect o] 2™ X(-)
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1. M| A|3}H(Globalization)

Moz ye oima|rtet BtElotH|a|Fte EEXIY0| 20 1K AES $231 LEY
(Labor)0| B£S OFA[ORE ATjMoZ L SR oMl JZHAES 43817 ot Wety 2
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(2) Labor Intensity effect : AMHASIHE

SEE 9
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2. - 311 H|(Labor regulation)
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(1) Scale effect : 7| EXF ZA ()

(2) Labor intensivity : =S 3HE CHSl= X=2(Eex?|H) £ (-)
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(3) Composition effect :7|®0| =5 TIAHOl MEO|A XEEIAMOl MEHE ML E(-)
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(1) Scale effect : Q™A 20| x5k et~ AHMXZ0| oloh WAt SO (+)
(2) Labor Intensity effect : %
IS O0/X|=X| OFAIIHK|=

E +0+ rlo
of
X

o o =

QIR F7t - 7/Y0] 04% UEMOE WRWAS KHY(+), T AHRYYH A
OZO| M3H-) (At2t ™Kl M=ol E2kxj(Complementary)0|22)

(3) Composition effect : g QlH1} wHE 7|=0| F7I— =sTAHQ ThEMz=0|AM 7|
STOH0|D AR REo2 YO Bst — 18O0| AA()

V. 5|2y 2

0. tH=(Variables)

(@) MIAlI3t (Globalization): KOF Index of Globalisation, measures actual flows of trade and
investment, and by restrictions on trade and investment, such as tariff rates.

(b) ==X (Labour Regulation): Workers' rights, from Cingranelli-Richards (CIRI) Human
Rights data-base, 202 countries, 1981-2011.

(c) @I™X}E (Human Capital): Years of schooling, 25+ age group, Barro-Lee data.

1. =8 gid Al

Scaley = ag + a1* Ty + a2* Ly + aaHy + s PDy + asPDy* Ty + a5 + €air (3)
.L(-{bf.i'irﬂr = -E?u + b| *Tj: -+ bj *Lj'r . ijI: + b4Z."{ T € (4)

Compy = ¢y + 1% + 2Ly + ealH i + caPDy + s PDy Ty + 620 + e (5)

2. Aq}

A2 MARKSE, 79 7 Hx= 280 38X ekt f8He &S SA[0| DjEICh
= AS AASHC) Wit 2 SCOHO| e 18 FCZf(Scale effect(+)Qt =& AH AAT
ZA20o| Hatof| 2 D EF Lz (Composition effect)E 7tX|0 2X|2t L& 4H Ol HHA
2 &%t 1&(Labor intensity)2 ZAdts FMAS oLl EDH 37t NEEEI3ItE
H-O ZHEo| ofsf o= & HieP 20|, =a-EX| H&0| =2 I7t0M MADS Hitnz



ZrOjo) W2 DS ZUUF O ZES YHNUCH g0, ANAIEo HEe HEY 18
of FstH =88 IS DLk =sMe E7(UtE S=20 58 = Us At &
HHO| 2Ae ST UAKIEL HYHQ A HOY +E QUL
<372 A Hap
(1) (2) (3)
Scale Labour Intensity Composition
Trade Integration 0.014%* =0 279%* 0.002 %%
(0.006) (0.141) (0.0009)
Labour Regulations —0.006 0.050 0.0003
(0.007) (0.134) (0.0009)
Human Capital 0.001 0.119* —0.0003
(0.003) (0.068) (0.0004)
Population Density —0.007* — —0.0003
(0.004) (0.0005)
Trade Integration*Population Density 0.00001* — 0.0001
(0.00001) (0.0002)
GDP per capita 0.002 —0.025 —0.0008
(0.002) (0.115) (0.0007)
Natural Resource Intensity 0.002 - -
(0.002)
Period Dummies? Yes Yes Yes
‘R square’ 0.05 0.05 0.06
Number of Observations 267

Notes: standard errors are in parentheses; *,** and *** denote statistical significance at 10, 5 and 1 per cent levels
respectively, the estimator is SURE.
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