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CHAPTER 1 

A Life’s Journey    

            A VISIT TO HIGH-TECH CHINA 

   It is Christmas Day 2008. Th ree thousand workers are busily building 
Th inkpad computers at a Lenovo factory in Shenzhen, China. Th e factory 
is spotless, as are the people themselves. Th e color of their uniforms indi-
cates their responsibilities: light blue for assembly line workers, darker 
blue for team leaders, green for factory cleaners, and so on. In white lab 
coats with black pinstripes designating visitors, the manufacturing man-
ager, his assistant, and I follow the assembly line around, starting with 
workers collecting the various parts needed for each particular computer 
(a process called “kitting”) to assembly to testing through software instal-
lation through further testing to packaging and fi nally to shipping. 

 Th ese young men and women, all between the ages of eighteen and 
twenty-three, work extremely fast. At kitting, a bin with parts used by 
all Th inkpads arrives, a worker scans the order form indicating which 
specifi c additional parts are needed, and within fi ve seconds the parts 
have been added to the bin. About ten seconds later, another computer 
arrives and the task is repeated. Th e entire assembly line crew stand at 
their stations for two hours working nonstop, to be followed by a fi f-
teen-minute break during which they can sit on stools, go to the toilet, 
or socialize. Th ree more cycles follow until the nine-hour work day is 
completed. 

 Following the plant tour, I am taken to the dormitory where many of 
these workers live. Leading me are the labor supplier who recruits workers 
for the factory and two recent university graduates employed in entry-
level positions in Lenovo’s human resource function. Groups of young 
men live on the fourth fl oor of the concrete dormitory building, young 
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women on the fi fth fl oor. (It is strictly prohibited for men to enter the 
women’s rooms or women the men’s rooms.) Each dormitory room is long 
and narrow with two-story bunk beds placed adjacent to one another on 
each side. Th e fi rst room I see sleeps sixteen young women in a space that 
is said to be fi fty square meters—500 square feet—but looks smaller than 
that to me. Other rooms sleep ten, twelve, or fourteen workers. At the end 
of each room are two coldwater taps and a single toilet as well as some 
small windows. Th e room could be cross-ventilated by propping open the 
door opposite the windows, but this is manifestly unsafe as it would invite 
theft of the residents’ meager possessions. 

 My hosts and I then have the opportunity to sit down with the workers 
for a discussion. Dressed in blue jeans, T-shirts, and sneakers—quite like 
the more casual outfi ts worn by young Americans who attend my univer-
sity lectures—the workers tell us their stories. Th ey regard their work as 
demanding but also desirable. Nearly all have migrated from other prov-
inces of China. What attracted them to this work, they told us, was the 
prospect of steady employment, enabling them to earn more than they 
could have at home. One could have been a secretary at home, she says, 
but she has a desire for a better life and hopes to be promoted. Another 
dropped out of school and came to work in the factory because her family 
needs the income. Another says she left school because she was not a good 
student. A young man tells us he left his rural village because all the other 
guys at home had already left before him. 

 Th ese workers are paid 5.7 Chinese yuan per hour which, at the prevail-
ing exchange rate, is about US$0.80 per hour or $7.20 per nine-hour day. 
Each resident is charged an amount equal to 15% of his or her pay for 
dormitory rent. Much of the rest of their salary goes for food. Many send 
money home to their families. 

 It is helpful to put these workers’ earnings in perspective. Compared to 
the U.S. minimum wage, which now is $7.25  per hour , the Chinese workers 
are paid very little. But compared to Indian workers, the pay is very good: 
Kalavati, whom we will meet in Chapter 3, and hundreds of millions of 
others like her in India can earn no more than one U.S. dollar  per day.  

 Like half the world’s workers, the ones at Lenovo are working hard, and 
they are working poor.   1    

     GETTING TO TODAY 

   For me, the story of this book began with a phone call in 1970. My Ph.D. 
advisor was going to spend a year in Africa as a visiting professor and asked 
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if my wife and I wanted to go along We accepted and arrived in Nairobi, 
Kenya, a few months later. 

 Th is trip produced a dramatic change in me. After spending a few weeks 
in Africa, I realized that the issues facing people there were far more 
urgent than the ones I had been examining for my thesis back home. I 
started then to work on employment and poverty in the developing world. 
It has been my life’s work. 

 I had never experienced mass poverty before, whether in terms of 
income, health, education, or standard of living. What I saw was some of 
the millions of Kenyans who eked out a living from day to day. One of 
them was Joseph Waweru who, with his family, farmed a plot of land in 
the beautiful Kikuyu highlands (see Figure 1.1). An exchange of visits to 
one another’s homes highlighted the enormous diff erences in our stan-
dards of living and, incidentally, in our food tastes. (Vivian and I did not 
fi nd a meal of six hard-boiled eggs and a slice of white bread to be a treat, 
nor did the Wawerus appreciate Vivian’s delicious (to me) spaghetti with 
meat sauce and garlic bread.) 

   Later, when I looked at fi gures from the United Nations and the World 
Bank, I realized the enormity of the world’s poverty problem. According to 
the initial fi gures, which have since been updated a number of times and 

 

   Figure 1.1 
Joseph Waweru and family, Kenya.   
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are presented below, around 1980, 1.3 billion of the world’s people lived 
on less than one U.S. dollar per person per day (adjusted for diff erences in 
purchasing power between their countries and ours) and another 1.7 bil-
lion lived on one to two U.S. dollars per person per day.   2    ,     3    

 In both the professional and the policy work being carried out in the 
fi eld of economic development at that time, much was being done about 
some important topics—chief among them, economic growth, interna-
tional trade, and agricultural development—but little attention was being 
given to labor markets. As a labor economist-in-training, I found the pos-
sibility of working on employment and poverty issues in the developing 
world to be fi rst an opportunity that later became a strong interest and 
for the last decades a passion and a calling. I have been privileged to teach 
and do research on these issues, mostly at Cornell University, and to have 
been able to engage actively and continuously in the policy world through 
the World Bank, the regional development banks, the International Labor 
Organization, and other governmental agencies and institutions.   4    

 Even now, labor markets and employment receive relatively little atten-
tion in the literature on combating global poverty. In 2000, the 189 coun-
tries of the United Nations adopted eight millennium development goals: 
eradicating extreme poverty and hunger; achieving universal primary edu-
cation; promoting gender equality and empowering women; reducing child 
mortality; improving maternal health; combating HIV/AIDS, malaria, and 
other diseases; ensuring environmental sustainability; and developing a 
global partnership for development. Employment is not one of the eight, 
though it is a means to many of them. Th ere also is a large literature on 
poverty traps—that is, any self-reinforcing mechanism causing poverty to 
persist—and policies to overcome them.   5    Excellent books on ending world 
poverty can be found, including those by Amartya Sen, Jeff rey Sachs, 
Stephen Smith, Paul Collier, Abhijit Banerjee and Esther Dufl o, Dean 
Karlan and Jacob Appel, and the staff  of the World Bank.   6    Th ese books go 
into depth on many important aspects of economic development but do 
not focus on wage employment and self-employment, work and nonwork. 
 Working Hard, Working Poor  starts where these others leave off . 

 Th e lack of attention to the labor market is unfortunate for two rea-
sons. First, most of the world’s poor are poor because they work hard but 
their work does not bring in enough income for them to be able to escape 
poverty. Second, experience around the world has shown that hundreds 
of millions of poor household have escaped poverty through increased 
labor earnings. Two broad means of raising labor earnings—pursuing 
new crop- and/or livestock-related strategies on the farm and engaging in 
petty trade, small businesses, or casual or temporary employment within 
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the informal sector in a city—accounted for 78% of all escapes from pov-
erty in Kenya, 70% in India, 69% in Peru, and 54% in Uganda.   7    Access to 
regular wage employment has proven to be the most secure route out of 
poverty in India, Chile, sub-Saharan Africa, and Vietnam.   8    

 According to the latest fi gures, today an estimated 3.1 billion people still 
live in absolute poverty, using an international poverty line of US$2.50 in 
purchasing power parity terms (abbreviated PPP$).   9    Given that the world 
population is 6.5 billion people, the absolutely poor comprise almost 
half the world’s people—ten times the population of the United States 
or six times the population of Europe. Essentially all those living below 
PPP$2.50 live in the low- and middle-income countries of Asia, Latin 
America, and Africa, and none of them in what are traditionally called the 
“developed economies” of North America, Europe, and selected parts of 
Asia and Oceania. 

 Th is book is about how the poor live and work and what actions the 
world community could take to improve poor people’s earning opportuni-
ties as a central component of a multifaceted program aimed at ending the 
scourge of absolute economic misery. 

     PUTTING OURSELVES IN THEIR SHOES  

   Suppose you are one of these more than 3 billion poor people. You are try-
ing to do the best you can for yourself and your family. If you are lucky, you 
can aff ord to live in a one-room shack without electricity, running water, 
or sanitation. If not, you and your family live on the street; you become 
what in India are called “pavement dwellers” (Figure 1.2). You try to earn 
enough to be able to put very basic food on the table two or three times a 
day. Leisure is of little value to you—you want work and the money that 
comes with it so that you can buy the things you and your family need. 

   You consider working for a daily wage. Th e best available jobs in your 
community pay your country’s equivalent of one or at most a few U.S. dol-
lars per day. On a good day, you can get work; on a bad day, there is no work 
to be had. Th e country in which you live is too poor to have established 
an unemployment insurance system. Assistance from family members is 
sometimes available, but the amounts they are able to give are minimal 
because they are as poor as you are. (See Figures 1.3 and 1.4 for inadequate 
housing.) 

     You consider farming. Your parents and those before them were farm-
ers, you grew up on a farm and worked there as a child, and so you too are 
knowledgeable about farming. You have no land because the family land 



 

   Figure 1.2 
Pavement dwellers, India.   

 

   Figure 1.3 
Homes of migrant construction workers, India.   
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was inherited by your older brother. You try to fi nd an unused plot of land 
that you could cultivate, enabling you to earn a subsistence livelihood. 
However, the great majority of others around you are landless as well, and 
so no land is unused. 

 You consider setting up your own business. Th is would be diffi  cult 
because the authorities extort bribes and hassle street vendors and 
craftspeople who don’t have licenses, confi scating their merchandise, 
arresting them, throwing them into jail, and making them pay impos-
sibly heavy fi nes. Because you are so poor, you cannot build up enough 
working capital to stock a small shop adequately and meet day-to-day 
expenses. 

 You consider moving to a faraway city where jobs are more plentiful and 
the pay is better. However, many others like you wish to do the same, so 
that each time a job vacancy arises, tens, hundreds, or even thousands of 
other workers try to get the same job that you would be trying for. 

 You even consider moving to a distant country in which people like you 
earn more in a day than you could earn at home in a month. Sadly for 
you, the rich countries try hard to control their borders and keep people 
like you out. Some people you know have drowned or suff ocated trying to 
make their way to other countries. Others saved for years to pay a fee to 

 

   Figure 1.4 
Homes of migrant construction workers, India.   
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a “helper,” only to have their money stolen and be left penniless. And of 
those who made it, many face an enormous debt to those who paid their 
way, working in what is essentially indentured servitude until the debt 
can be repaid. 

 So what do you do? You make the best of a bad situation, eke out an exis-
tence, and do all that you can to increase your earnings. You work hard, 
but you still work poor. 

 And what should we do? Blame you for your poverty, because if only 
you tried even harder, you wouldn’t be in poverty in the fi rst place? Ignore 
your poverty, because you are one of “them” and not one of “us”? Exploit 
your poverty, pitting you against others who are as desperate for jobs as 
you are? 

 Th e premise of this book is that none of these is the answer. Th e reason 
is because help can come from many sources including home country gov-
ernments, the private sector, and the international community. 

 Companies and workers each have their own interests. While private 
sector fi rms do not necessarily need the workers of any given developing 
country, the workers in each poor country desperately need the private 
sector. Th ere are those who see anything that benefi ts one side as hurt-
ing the other. I believe the opposite: that win-win solutions are possible 
from which both sides benefi t. But to create the opportunity for such 
solutions, each side must understand what the other wants and accept its 
legitimacy. 

 As for the international community, I fi rmly believe that we citizens 
of the richer countries of the world, in addition to helping our own peo-
ple, have a moral obligation to help the less fortunate global citizens earn 
their way out of poverty. Since 1970, the United States and many other 
countries have pledged repeatedly in the United Nations and other bod-
ies to contribute 0.7% of our Gross Domestic Product to help improve the 
lives of people in the poorest countries of the world. But what the devel-
oped countries have delivered—0.19% in the case of the United States, 
0.45% overall—falls woefully short of what we have promised. It is time 
to deliver on those promises. 

 Th ose of us who are policy makers, businesspeople, and researchers 
know a great deal about how the world’s poor work and what has improved 
conditions for them, at least in broad outline. (One qualifi er: without care-
ful investigation, we cannot tell you what specifi cally should or should not 
be done to deal with a particular problem in a particular country any more 
than a medical doctor could prescribe a specifi c remedy without carefully 
examining an individual patient.) We know how the poor have managed 
to invest in improving their own self-employment earning opportunities. 
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We know what it takes for the private sector to want to set up operations 
in a developing country, thereby creating jobs and paying the taxes that 
can be used to build roads and schools and fund social programs. We know 
how poor-country governments can stimulate economic growth and make 
that growth more inclusive of the poor. And we know how the develop-
ment banks, the rich-country governments, and other development orga-
nizations can help poor-country governments and other organizations 
do what they lack the means to do on their own: create more good jobs, 
improve earnings levels in the poorer jobs, and enhance the skills and pro-
ductivity of their working people. 

 Th is book shares those lessons with you. 



            CHAPTER 2

 A Problem of Enormous Proportions    

             THE MAGNITUDE OF WORLD POVERTY AND 

THE IMPORTANCE OF WORK 

   Th e latest fi gures show that more than 3 billion people in the world—nearly 
half of humanity and more than half of the developing world’s population—
are poor in income terms.   1    Of these, 1.4 billion consume less than US$1.25 
of goods and services per person per day. Another 1.7 billion consume 
between $1.25 and $2.50 per person per day. Here and throughout this 
book, incomes and expenditures are converted to US dollars adjusted for 
what money will buy in diff erent countries and at diff erent times and 
are called purchasing power parity dollars, or PPP$. Likewise, the global 
income-poverty fi gures presented in this book are all PPP-adjusted. 

 Poverty is multidimensional; in addition to income, it includes health, 
education, and standard of living dimensions. In 2010, the United Nations 
began publishing a Multidimensional Poverty Index (MPI) that weights 
ten indicators: child mortality, nutrition, years of schooling, child school 
enrollment, electricity, drinking water, sanitation, fl ooring, cooking fuel, 
and assets.   2    As important as these other indicators are, they are not the 
focus of this book; income poverty is. 

 Th e poor are geographically concentrated. Using the $1.25 line, the 
latest data show that half the world’s poor are concentrated in just two 
countries: India (456 million) and China (208 million). Another fourth 
of the world’s poor are in sub-Saharan Africa (391 million). Th e remain-
ing fourth are in the rest of South Asia excluding India (140 million), the 
rest of East Asia excluding China (108 million), Latin America and the 
Caribbean (46 million), Eastern Europe and Central Asia (17 million), and 
the Middle East and North Africa (11 million). 
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 Th e world has made signifi cant progress in reducing the number who are 
poor: despite the addition of 2 billion people to the world’s population since 
1981, the number in poverty in the world has fallen by more than half a bil-
lion people using a poverty line of $1.25 per person per day. All the progress in 
reducing the absolute numbers in poverty has been made in just one country, 
China. Th rough the 1980s and 1990s, the numbers of poor were rising in sub-
Saharan Africa, Latin America, Eastern Europe, Central Asia, and South Asia. 
Happily, the poverty headcount fell in most regions of the world during the 
fi rst half-decade of the 2000s. Since the sharp increase in world food prices 
between 2006 and 2008 and the Great Recession of 2008–09, during which 
world gross domestic product fell by 2.2%, poverty is thought to have risen 
signifi cantly, but hard data are not yet available.   3    Overall, the percentage of 
the world’s people in poverty, known in the literature as the “poverty head-
count ratio,” has fallen dramatically for all poverty lines used—for example, 
using the $1.25 poverty line, from 51.8% of the developing world population 
in 1981 to 25.2% in 2005.   4    

 Th e world community has declared such severe poverty to be unaccept-
able. All the nations of the world have pledged themselves to the United 
Nations’ Millennium Development Goals, foremost among which is cut-
ting poverty in half by the year 2015.   5    

 How is halving poverty to be done? Much has been written about how 
poor people  live .   6    In this book, I approach their poverty from the point of 
view of how poor people  work.    7    To what extent do they work? How much 
do they earn for the work they do? What will their earnings buy? What 
can be done to increase the number of good jobs in the economies in which 
they live? What happens to those who are excluded from getting jobs in 
the better parts of the economy because of the lack of such jobs for all who 
want them and are capable of doing them? How can earning opportunities 
be improved for those who have no choice but to work in the relatively 
poor parts of their economies? 

 In Chapter 3, you will learn the stories of four poor people whom I have 
been privileged to know, whose photos appear on the cover of this book.  
 Angela makes fi reworks in Oaxaca, Mexico. Kalavati hand-rolls cigarettes 
in Ahmedabad, India. Masibisi makes handicrafts in a village outside 
Durban, South Africa. Wang is a farmer in Yunnan Province, China. 

 A mistaken idea, one that I had before working on poverty in the devel-
oping world, is that the poor are poor because they are unemployed. Th is is 
wrong. Rather, as will be detailed in Chapter 4, for the most part, the poor 
are in the labor market; they are working, they work long hours, and they 
want  more  work. Unemployment rates are often very low in the poorest 
countries. Th e low earnings of the poor are not their fault.   8    
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 Central to understanding work is the idea of a labor market. As used 
throughout this book, the “labor market” is the place where labor services are 
bought and sold. Some people work in paid employment, whereby they sell 
their labor services to employers and in exchange are paid a wage or a salary. 
Others—and the poorer the country, the larger the proportion of workers in 
this category—are self-employed, selling their labor services to themselves. 
Diff erent kinds of labor markets are discussed in detail in Chapter 5. 

 Th ere are both economic and policy reasons for focusing on work and 
labor markets. 

 Th e  economic  reason is the crucial importance of labor earnings. 
National economic accounts show that the incomes received from labor 
(that is, the amount earned from wage and salaried employment and self-
employment) are greater than the incomes received from all other sources 
combined. As a result, most of the inequality of total income found within 
a country is due to the inequality of labor earnings.   9    As for the poor, their 
main asset, often their only asset, is their labor. 

 Some people are well-to-do either because they are large landlords 
and receive substantial rental income, because they live in wealthy fami-
lies and so receive substantial transfers from other family members, or 
because at some point they had large sums to invest and invested well and 
so receive substantial capital income. However, most people receive little 
or no income from sources other than labor market earnings, from either 
wage-employment or self-employment. It is not that the typical well-edu-
cated professional has so much more income from capital or land than the 
typical tenant farmer—neither has much income from any source other 
than his or her labor. What primarily diff erentiates their economic posi-
tions is how much they earn for the work they do. 

 Th ere are two main  policy  reasons for focusing on work and labor mar-
kets. One is that poor people themselves believe that to get ahead, income 
from wages or salaries and from self-employment activities are most 
important, above family and kin, education and skill acquisition, migra-
tion, saving, and relief aid and donations.   10    Another is that the world com-
munity may be more sympathetic to the plight of the world’s poor if they 
know that the poor are working hard, working poor, and doing all they can 
do earn their way out of poverty. Consider the alternatives. 

     FIVE WAYS OUT OF POVERTY 

   One way out of poverty is public transfers. Ours is a world of nation-
states, and so our fi rst inclination may be to think that “our” people’s 


