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Abstract

In 2015, the United Nations agreed to pursue the Sustainable Development Goal #8 ‘To
promote inclusive and sustainable economic growth, employment and decent work for all’.
The paper argues that this goal will not be achieved. The abundance of persons offering
their labour power in relationship to the limited demand for their labour stems from the
insufficient absorption of peasants set free from their land. In many late industrialising
countries, most of those who are leaving agriculture do not find gainful employment even
at the current junction. In fact, many of the late industrialisers are prematurely de-industri-
alising. Explanations for the lack of absorption capacity of industries and productive ser-
vices range from overregulated labour markets to globalisation. On the basis of a compari-
son between the conditions prevalent among the early industrialisers and present-day late
comers to industry and advanced services, the paper highlights other factors: demographic
pressures, restrictions on migration, productivity differentials vis-a-vis the Global North
and the few successful late industrialisers, and the constraints on the promotion of industry
stemming from neoliberal globalisation.

Keywords Labour markets - Under-employment - Late industrializers - Sustainable
Development Goals - Global South

In 2015, the United Nations agreed to pursue many Sustainable Development Goals. Goal
number 8 reads like this: “To promote inclusive and sustainable economic growth, employ-
ment and decent work for all’. The Decent Work Agenda is the International Labour Organ-
ization’s strategic response to globalisation (ILO 1999). It highlights key dimensions of fair
globalisation in the world of work by grouping nearly 200 international labour conventions
under the following four headings: (1) full employment (including enterprise creation);
(2) respect for basic workers’ rights; (3) social protection; (4) social dialogue. The Decent
Work Agenda received a strong boost in 2005 when the UN World Summit proclaimed
decent work for all to be part of the Millennium Development Goals (MDGs). For the first
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Table 1 Unemployment, vulnerable employment and working poverty trends and projections, 2007—
2019. Source: ILO 2018, p. 8

County/region Unemployment rate 2007-2019 (percentages) Unemployment 2007-2019
(millions)

2007-2016 2017 2018 2019 2017 2018 2019

World —— 5.6 5.5 5.5 192.7 192.3 193.6

Developed countries T 5.7 5.5 54 34.1 32.8 324

Emerging countries e R 5.6 5.5 5.5 143.0 143.4 144.6

Developed countries e 53 53 53 15.6 16.1 16.6

Vulnerable employment rate 2007-2019 (percent-

Vulnerable employment

ages) 2007-2019 (millions)

2007-2016 2017 2018 2019 2017 2018 2019
World e 42.5 42.6 42.7 1391.3  1409.0  1426.4
Developed countries e | 10.0 9.9 9.9 56.7 56.5 56.3
Emerging countries e 46.2 46.2 46.3 1122.8 1134.0 1144.8
Developed countries T | 76.5 76.4 76.4 211.8 218.5 2253

Extreme working poverty rate 2007-2019 (per-

Extreme working poverty

centages) 2007-2019 (millions)
2007-2016 2017 2018 2019 2017 2018 2019
Total emerging and — | 11.2 10.7 10.2 300.9 290.8 281.2
developing countries
Emerging countries e | 7.7 72 6.7 186.8 176.2 166.4
Developing countries e ——— 412 40.1 38.9 114.1 114.6 114.9

Moderate working poverty rate 2007-2019

Moderate working poverty

(percentages) 2007-2019 (millions)
2007-2016 2017 2018 2019 2017 2018 2019
Total emerging and e — 16.0 15.5 15.1 430.2 421.8 414.0
developing countries
Emerging countries —— 14.7 14.1 13.6 357.5 346.9 336.7
Developing countries B 26.2 26.2 26.2 72.7 74.9 71.3

Figures for 2017 are preliminary estimates and figures for 2018 and 2019 are projections. Moderate and
extreme working poverty rates refer to the shares of workers living in households with income or consump-
tion per capita between US$1.90 and US$3.10 per day, in purchasing power parity (PPP), and less than
US$1.90 per day (PPP), respectively

time, governments formally recognised the achievement of full and productive employment
as a key instrument for breaking the cycle of poverty.

While this mainstreaming of labour concerns into the United Nations’ agenda can be
attributed to the ILO’s strategic focus on decent work, the world has not moved closer to
the fulfilment of the Decent Work Agenda. Not only has unemployment remained high,
but also vulnerable (i.e. own-account work and contributing family work) and informal
employment (ILO 2018, see Table 1).
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Vulnerable employment rates by sex and region, 2016
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Fig.1 Vulnerable employment rates, by sex and regions, 2016 (percentages). Source: ILO’s Trends Econo-
metric Models, May 2018

Since the decent work deficit is more pronounced in the Global South (see Fig. 1), this
article will focus on the factors responsible for this prevalent deficit among late industrial-
ising countries.! I will argue that it is mainly the result of a structural oversupply of labour
power. The abundance of persons offering their labour power in relationship to the limited
demand for their labour in ‘modern’ industries and services stems from the insufficient
absorption of peasants set free from their land. The term ‘modern’ stands here for labour
productivity levels at companies with a competitive edge in world markets. Therefore, ‘sur-
plus labour’ equals neither unemployed persons nor the ‘industrial reserve army’. Without
state-sponsored social protection, most outside of ‘modern’ industry have to work some-
how and somewhere for survival. And many of these workers may not be employed by
‘modern’ industry in an upswing of the business cycle. In my use, the term ‘surplus labour’
encompasses both ‘latent’” and ‘consolidated’ relative surplus population. Karl Marx
counted those who were expelled from subsistence and marginal agriculture under ‘latent’
and those who might not be needed at all for capitalist accumulation ‘consolidated relative
surplus population’ (Quijano 1983: 84).

Given the low-income elasticity of demand for agricultural products, increases in
material wealth (a necessary but not sufficient condition for ‘decent work’) require the
movement of labour out of agriculture. This process has reached a point in the USA
where presently only about 2.1% of the male and 0.8% of the female working popula-
tion is engaged in agriculture. This compares to about 40.1% male and 60.6% female
employment in India and 46.6% and 39.2% in Ghana in 2016 (World Bank 2018). How-
ever, in many late industrialising countries most of those who are leaving agriculture

' The term “late industrialising countries” might not fit all countries in the Global South, either because
they started industrialisation quite early or because they are already de-industrialising. Nevertheless, on the
whole they started later than the core capitalist states and catching-up seems to be a widespread official
doctrine.
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do not find gainful employment even at the current junction. In fact, many of the late
industrialisers are prematurely de-industrialising without moving into high value-added
service segments. So quite a few of the rural migrants end up in low-productivity, low
value-added personal services sectors such as petty trade in the informal economy (Das-
gupta and Singh 2006; Breman 2013: 5). The bleak prospects outside of agriculture
keep other people in the rural areas where they are part of a large reservoir of underem-
ployed workers (McCullough 2015).

Recent explanations for the lack of absorption capacity of industries and productive
services range from overregulated labour markets (World Bank 2012) to globalisation
(Rodrik 2016; his argument will be elaborated below). However, authors participating in
the debates under the labels of Dependency or World System theory as well as authors
focusing on capitalist development in general have provided theoretically founded pre-
dictions of persistent labour surplus already decades ago (for an overview, see Sanyal
2014). Among other factors, they pointed to the legacy of violently enforced global divi-
sion of labour under colonialism (Wallerstein 1974), the value transfer from South to
North (Amin 1976), the concentration tendencies of capitalism leading to an increase in
the organic composition of capital leading to a replacement of ‘living labour’ by ‘con-
stant capital’ (Quijano 1983), and political interventions by ‘core’ countries’ organisa-
tions in the form of structural adjustment programs (Nun 2000). However, the economic
success of East Asian countries, especially China, has undermined their arguments in
the eyes of many members of the ‘development community’. Yet, the rise of a new area
in the world economy does not contradict the most general concept behind Dependency
and World System, namely the uneven and combined development of capitalism.

With this article, I want to show that the general gist of the critical development
arguments can be complemented by taking up the challenge of the doyen of the study of
labour market informality, Jan Breman:

the research promoted on the informal sector of developing countries from the
early 1970s onwards is hampered by the virtual lack of comparison with the pro-
found restructuring from an agrarian-rural to an industrial-urban workforce that
went on in the western part of the world at an earlier stage. (Breman 2013: 27)

I will carry out a similar comparison between the conditions prevalent among the early
industrialisers and present-day late comers to industry and advanced services. This
comparison will add to the structural accounts of the above-mentioned schools on the
one hand the constraints the more successful late industrialisers exercise on the less suc-
cessful industrialisers and on the other hand agency dimensions such as demographic
dynamics, migration policies, and global economic governance. Ghana and India will be
my prime examples on the assumption that their neighbours’ labour market challenges
are even more pronounced.

I will start with outlining underemployment and vulnerable employment in the
Global South. I will move on to develop a framework for explaining these challenges
starting with the differentiating factors between early and late industrialisers outlined
by Kitching (2001). Based on this framework, I will first elaborate on the demographic
pressures on the labour markets followed by a discussion of the factors that limit the
capacity of late industrialising countries to accommodate the demand for employment
opportunities outside agriculture: restrictions on migration, productivity differentials
vis-a-vis the Global North and the few successful late industrialisers, and the constraints
on the promotion of industry stemming from neoliberal globalisation.
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Decent work deficits

In most countries of the Global South, the labour force moving out of agriculture is not
absorbed into formal employment in industrial and service sectors. Instead, they move
mostly into the informal service sector (Newman et al. 2016: 13). In Africa, only about one
in five workers has found employment in industry after leaving agriculture (McMillan and
Harttgen 2014: 2). Overall only 3.2% of the total sub-Saharan workforce was employed in
the formal industry in the early 2010s (Losch 2016: 15). Many of those who stay behind in
rural areas face harsh livelihood conditions (FAO 2016: 14) and widespread underemploy-
ment (McCullough 2015). Overall, staying behind as well as moving out resulted in high
rates of vulnerable employment, especially in southern Asia and sub-Saharan Africa (see
Fig. 1).

This is even true for countries which have seen accelerated economic growth in the
first decade of the third millennium. The growth champions in Latin America experi-
enced premature deindustrialisation; the ones in Africa barely maintained their earlier low
level of manufacturing activities. That these countries were nevertheless growing fast was
explained by a team led by Dani Rodrik (Diao et al. 2017). In the Latin American case,
growth was driven by an international commodity boom and manufacturing employment
was hit on the one hand by overvalued exchange rates and on the other hand by manufac-
turing’s labour productivity increases. A significant amount of workers were forced out
from high-productivity sectors into low-productivity activities. The African growth cham-
pions profited from the same commodity boom, remittances, and productivity increases
in agriculture. In Ghana, for example, the boom in mining and oil extraction created only
a few more jobs in these sectors (Baah-Boateng 2015). The labour force shifting out of
agriculture, however, was not absorbed in an expanding sector with globally competitive
productivity levels; hence, the overall labour productivity in the non-agricultural sector
declined (Diao et al. 2017). India reached its peak manufacturing level in 2006 at 17.4% of
GDP. By 2016, it had fallen to 15% (Marlow and Beniwal 2018; for a general discussion of
its manufacturing sector, see Jha 2018).2

The recent growth champions’ experiences differ from the rapid export-oriented indus-
trialisation of East Asian countries such as South Korea, Taiwan, and China. They are,
therefore, considered to be less sustainable. If productivity does not increase in the non-
agricultural sectors of the economy, then overall growth will be limited (Diao et al. 2017).
As the service sector in Africa has absorbed workers faster than the rate of increase in its
output, its relative productivity advantage vis-a-vis the rest of the economy has diminished
(Newman et al. 2016: 11). Manufacturing seems to be better suited to stimulate productiv-
ity increases rather than the service sector for catching-up economies. The formal sector
manufacturing can absorb large number of relatively unskilled workers (i.e. those coming
out of agriculture), allows for learning by doing, and provides for spillover effects into the
rest of the economy (Rodrik 2013).

However, even successful catching-up countries like China have reached their key share
of manufacturing employment at much lower levels of GDP per capita than the early indus-
trialisers (see Fig. 2). In addition, the share of low-skilled workers employed in manufac-
turing has decreased across countries of the Global North and South since the late 1990s

2 The shares of manufacturing in GDP of most sub-Saharan countries displaying rapid economic growth in
recent times, e.g. Ethiopia, Ghana, Kenya, Tanzania, and Uganda, are well below the predicted values for
these countries’ levels of income (Newman et al. 2016: 9).
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Fig.2 Peak manufacturing levels, selected countries. Source: Rodrik (2016:25). Legend: BRA =Brazil,
CHN=China, COL=Columbia, GER=Germany, IND=India, KOR=South Korea, MEX=Mexico,
SWE =Sweden

(Rodrik 2016: 36). A recent report on the impact of automation underlines the threat of
unemployment in the manufacturing sector in developing countries (Oxford Martin School
and Citi 2016). Therefore, the capacity for manufacturing to absorb the rural surplus popu-
lation seems to be limited. Why is this the case?

Early versus late industrialisation

To explain the difficulties that countries in sub-Saharan Africa and South Asia experience
while moving their agricultural workforce into modern productive sectors, Kitching (2001:
150-52) compares present-day conditions with those when the capitalist core and the
Soviet Union had moved from agriculture-based economies to that based on manufactur-
ing. This comparison leads him to highlight a few factors that differentiate past experiences
from the present ones. His first factor is scale. The rural population of China and India is
much larger than what it had been even in the Soviet Union in the 1920s: ‘India and China
are each faced with a peasant elimination task that is seven to eight times larger than has
ever been achieved in human history’ (Kitching 2001: 150). I find this reference to absolute
numbers not so convincing; it has to be qualified in terms of geographical size of the coun-
try. From an ecological perspective, however, the absolute size of the population could be a
limiting factor. The ecological footprint of workers in productive employment is consider-
ably larger than of persons employed in small-scale agriculture or in low-productivity non-
farm informal sectors (http://www.footprintnetwork.org/). Kitching’s other population fac-
tor, namely its growth rate, is more convincing. At the time of industrialisation, in Europe
and Japan population growth rates were lower than they are now, especially in sub-Saharan
Africa. The early industrialisers ‘had proportionately fewer people to absorb’ (ibid. 151).
Kitching’s next factor relates to labour productivity differentials between agriculture
and industry. The early industries were much more labour intensive than today’s indus-
tries. With a few exceptions such as the garment industry, they require substantial capital
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investments per workplace. Thus, the industry could employ workers in greater numbers
in relation to invested capital (Kitching 2001: 151). Terms of trade are a further factor.
He points out that agricultural commodities enjoyed better terms of trade vis-a-vis non-
agricultural commodities, i.e. prices for agricultural products went up in relation to prices
for industrial goods. These better terms of trade were slowing down the process of ‘peasant
elimination’ because ‘those who chose to stay on the land can earn a reasonable living just
because prices for the produce are good’ (ibid. 152). In contrast, during most of the post-
war period, prices for agricultural goods declined in relationship to manufactured goods;
therefore, earning a living in small-scale agriculture was difficult. Outmigration becomes
more likely and the non-farm labour market has to absorb proportionately more persons
looking for employment (ibid. 152).

Kitching sums up his argument: ‘neither the contemporary industrial technology con-
text, nor the population growth context, nor the price or terms of trade context, is anywhere
near as conducive to peasant elimination as it was when the European world accomplished
its (demographically much smaller) transformation’ (Kitching 2001: 152).

While Kitching focuses more on the labour supply side, Dani Rodrik (2016) analyses
the demand conditions for labour, i.e. the limits of employment growth in manufacturing
and high value-added service sectors in many of the late industrialising countries, espe-
cially in Latin America and Africa. He argues on the basis of extensive analytical statistics
that manufacturing employment and output stagnated or even declined once these coun-
tries liberalised their trade policies. According to him, ‘those without a strong comparative
advantage in manufacturing became net importers of manufacturing, reversing a long pro-
cess of import-substitution’ (Rodrik 2016: 4). In addition, they were exposed to the decline
in relative price of manufacturing caused by technological progress and the rise of Asian
exporters. The latter’s success came mostly at the expense of other late industrialisers (ibid.
13). Particularly hard-hit were the low skilled workers (ibid. 14), i.e. those who are most
likely from the rural background.

Rodrik also speculates about the political ramifications of premature deindustrialisa-
tion. The lack of mass manufacturing comes with a fragmented workforce that is not able
to extract from the countries’ elites political participation and welfare measures (Rodrik
2016: 25; Breman 2013: 7).

My approach builds on the insights of Kitching and Rodrik. It provides further evidence
for the arguments concerning population pressure and productivity differential. It also goes
beyond the two authors and takes a leaf from the pages of critical development studies. In
particular, I will highlight the constraints on the manufacturing sector, especially in sub-
Saharan Africa, stemming from colonial heritage and current global economic governance.

Increased life expectancy

As I argued earlier, the absolute size of rural population is of less concern as it needs to be
seen in relation to the size of the territory. What matters, however, is growth rate. A higher
population growth rate requires a faster absorption capacity of manufacturing and higher
value-added services.

Some development economists have called high growth rates a blessing for respective
countries as they would reap a so-called demographic dividend. The dividend would result
from a favourable ratio of working age population to children and retired persons, that is,
savings from having few dependents would allow for higher capital investments (e.g. Lee
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Fig.3 Population growth in Germany and India, 1500-2000. Source: Clio-Infra’s data estimates are used
for the period 1500-1950 (https://www.clio-infra.eu/Countries/Germany.html). For the period 1950-2000,
the data were retrieved from ‘UN Population Division and the UN population projections’: https://esa.
un.org/unpd/wpp/Download/Standard/Population/ (08.09.2018)

and Mason 2006). Of greater importance may be the lower reproduction costs of labour
because of fewer dependents to be cared for. Under specific circumstances, the resulting
lower wages would allow for investments in modern infrastructure and for undercutting
international competitors. That specific institutions are required to reap this ‘demographic
dividend’ has been acknowledged by the authors who have coined the term (Bloom and
Williamson 1998; Bloom et al. 2003). Among these circumstances, they list an effective
industrial policy. As not all countries have the capacity to pursue an effective industrial
policy (Whitfield et al. 2015), the ones which can do so will limit the industrial success of
the others (see below). Another prerequisite for the ‘demographic dividend’ is a simultane-
ous significant fall in fertility. Otherwise, the working population has to take care of too
many children (Turner 2017).

Unfortunately for Africa, its high population growth rates are not accompanied with
significantly fewer children per woman. Rural fertility rates controlled for population den-
sity are on an average two children higher than other countries of the Global South. In the
1980s and 1990s, China benefited from having two economically active persons for every
one inactive person, while sub-Saharan Africa had a ratio of one for one. With the com-
bination of higher fertility rates and an ageing population (though slower than in Asia),
Bruno Losch is sceptical whether sub-Saharan Africa will even come close to the previous
Chinese ratio (Losch 2016: 18).

Despite the one-child policy, rapid population increase remains a major labour market
challenge for China (Chen and Hamori 2014). How does it compare to the experience of
the early industrialisers? Kitching puts the population growth rate for Europe and Japan
during their industrialisation phase at roughly 1.5-2% per annum (at the peak), while for
the developing countries in the 1990s at 2.5% or 3% and over (Kitching 2001: 151). Fig-
ure 3 visualises different population dynamics during Germany’s industrialisation phase
(ca. 1850-1900) and present-day India.

The birth rate in Germany per 1000 people in the population was on average about
38 in the years between 1850 and 1900; India reached almost a similar rate in 1971, but
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Fig.4 Comparison of life expectancy at birth, Germany and India, 1875-2011. Source: Roser (2018)

thereafter moved down to approximately 22 in 2010. As at the time, a high birth rate went
along with a higher rate of infancy mortality (Roser 2016), the higher birth rate in industri-
alising Germany did not lead to a population growth higher than that in independent India.

Next to a higher birth rate, an increase in life expectancy drives population growth.
Higher nutritional standards and medical progress have led to a quicker increase in life
expectancy in the last decades in comparison with the nineteenth century (Das and Pathak
2012: 3). In Germany, life expectancy increased from 41 to 47 years between 1820 and
1900; in India from 32 to 60 years between 1950 and 1999 (Maddison 2001: 30; see
Fig. 4), and in Africa from 36 to 53 years (Riley 2005: 538)

Women’s lack of employment in manufacturing has been a cause for high fertility rates.
As the experiences in Bangladesh and Lesotho demonstrate, employment of young women
in the garment industry makes them more likely to enter school, to stay in school longer,
and to postpone marriage and childbirth (Newman et al. 2016: 19-20). The insufficient
growth in manufacturing employment aggravates the labour market absorption challenge.

Limits to migration

The labour markets of early industrialising countries were relieved from population
pressure partly due to massive outflow of people to areas which were less populated in
temperate climate zones. After 1815, around 70 million Europeans settled overseas and
in Siberia under the umbrella of the military might of the colonial powers or the newly
independent white settler republics. On the British Isles and in Norway, mass emigration
amounted to more than 30% of their respective populations (Stalker 1994: 16). According
to Hirst, Thompson, and Bromley, this migration was three times as high as in the 1990s
when measured as a portion of the world’s population (Hirst et al. 2009: 24).> Even if these

3 Currently, international migrants are 3.3% of the world population. In comparison with the European
industrialisation phase is outmigration in todays’ most populous nations minimal: 0.7% originating from the
Peoples Republic of China, 1.3% from India, and 4.6% from Bangladesh (2017). The only African nation
among the 20 countries with the largest diaspora communities was Egypt in 2017 in place 18 (own cal-
culation based on http://www.un.org/en/development/desa/population/migration/data/estimates2/estimatesg
raphs.shtml1?0g0).
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authors might have undercounted the internal migration within large countries such as Bra-
zil, China, and India, the numbers show that for countries which underwent industrialisa-
tion later, the outmigration safety valve was and still is much narrower. Most importantly,
the migrants have currently to rely on the goodwill of the receiving countries or have to
live there on the margins as persons who have violated the migration laws. Unlike the nine-
teenth-century predecessors, they cannot force their way into other territories.

Because of the selectivity of the host countries in contemporary times, emigration is
biased towards more qualified persons. Hence, 60% of immigrants from Egypt, Ghana, and
South Africa to the USA had a tertiary education in 1990 (Carrington and Detragiache
1998: 14). This means for many countries in the Global South there has been a drain of
educated people. It is estimated that in recent decades a third of Africa’s skilled profession-
als emigrated (Tanner 2005: 3). While this outmigration reduces the pressure on the labour
market on the one hand, the loss of so many qualified people, on the other hand, limits the
capacity to build a modern economy. It amounts to an educational subsidy for the employ-
ers in rich countries.

The productivity differentials

The labour market for late industrialisers face challenges stemming from three productivity
gaps—between the smallholder farmers and modern manufacturing; between smallholders
and modern agriculture; and between informal manufacturing and formal manufacturing
sectors.

The early industrialisers benefited from more or less simultaneous productivity
advances in agriculture and manufacturing. As industrial technologies were much more
labour intensive than today, the industry had a great demand for labour in agriculture. Even
in many countries of Asia and Latin America, productivity advances in agriculture were
followed by employment increases in manufacturing until the point at which manufactur-
ing’s share of total employment reached its peak (Diao et al. 2018: 29). However, as the
relative importance of manufacturing reached its zenith in these countries at a much ear-
lier date than the early industrialisers (see Fig. 2), the absorption powers of manufacturing
were exhausted before the process of ‘peasant elimination’ had run its course.

In Africa, the productivity gap is even more pronounced (Diao et al. 2018: 29). Brazil
and China have increased land and labour productivity, but the total factor productivity for
agriculture in sub-Saharan Africa was stagnant between 1961 and 1985 and then increased
at about 1% per annum until 2008 (Fuglie and Rada 2013: iv). Among the reasons for the
laggard productivity is the diminishing responsiveness to fertiliser use due to over exploi-
tation of land, less use of fertilisers, less conducive conditions for irrigation (in compar-
ison to Asia), greater diversity of crops, underinvestment in crop research (Headey and
Jayne 2014: 20), and the relative neglect of aid to agriculture over the last three decades by
donors and governments (Addison 2017: 133).

The large gap between productivity levels of smallholders in Africa and modern man-
ufacturing not only results in a massive labour surplus, but also perpetuates low rural
income levels. Low incomes mean low levels of consumption power for industrial products
which in turn retard the development of manufacturing. At the time of industrialisation of
the North, the smaller gap in productivity advances between agriculture and manufacturing
translated into better terms of trade for agricultural products vis-a-vis industrial goods. The
relatively higher prices for agricultural goods made the population living off agriculture
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consumers of industrial products and, thereby, stimulated industrial development. In addi-
tion, as agriculture was relatively lucrative and industry developed dynamically, ‘peasant
elimination’ proceeded at a comparatively ‘moderate pace’ (Kitching 2001: 151).

The regions of the world differ greatly in terms of land and labour productivity. African
agriculture, still dominated by more or less self-sufficient smallholders, lags way behind in
agricultural output per hectare and worker. While land productivity increased somewhat,
labour productivity hardly increased between 1961 and 2009. This gap leaves African agri-
culture vulnerable to global competition, causes low prices for land, and thereby makes
smallholders’ land attractive targets for agricultural investors operating on a large scale,
what David Harvey subsumes under ‘accumulation by dispossession’ (2004). In addition,
the resulting low incomes make farm labour unattractive for the rural youth (Losch 2016:
46). While these factors lead rural residents to consider moving into the cities, many remain
in the country side because few African cities offer good job opportunities (de Brauw et al.
2014). Those who move to the cities take on mostly low-productivity, low-paid occupations
including urban farming (Potts 2018).

To the extent that the surplus labour is absorbed in manufacturing, it mostly ends up in
the informal sector. One of the reasons for this tendency is that while productivity differ-
entials remain high between countries in the agricultural and service sectors, productivity
levels converge in formal manufacturing across countries irrespective of ‘geographical dis-
advantages, lousy institutions or bad policies’ (Rodrik 2018: 17). In other words, agricul-
ture and formal manufacturing are increasing their productivity at different speeds. Higher
speed of manufacturing means much less absorption of rural surplus population than at the
time of early industrialisation, when productivity in manufacturing was much lower and
more in line with agriculture in their specific countries.

The undercapitalised small, informal firms in manufacturing are also lagging much
behind in productivity. Even in high-growth years, productivity levels in African manufac-
turing did not shrink the gap to the US level (Rodrik 2018: 21-23). While the low produc-
tivity of the small, informal firms is absorbing labour power, these firms are unable to scale
up and, therefore, their absorption capacity is limited. Higher productivity levels of formal
manufacturing imply that investment in manufacturing and output of manufacturing need
to grow fast to be able to compensate employment losses in the much less productive infor-
mal manufacturing sector in case if formal replaces informal manufacturing in the mar-
ket place. This investment, however, is lacking. In other words, employment is currently
achieved only at the expense of decent work.

Neoliberal globalisation’s constraints

The crisis of Fordism in the Global North led to an ever-increasing outsourcing of routine
industrial tasks to the Global South since the 1970s. The recipients of outsourcing are une-
venly distributed. While over time many, but certainly not all, countries became integrated
into global production systems, only a few managed to capture more of the value produced
in these so-called global value chains. The low margins of the factories producing for the
world market and the frequent tax avoidance strategies limit also domestic market growth.
The few countries which have increased their value capture share a certain characteristic:
the capacity of the state and its leading industrial elites to pursue an industrialisation strat-
egy that makes use of foreign financial resources and industrial know-how more or less on
their own terms (Azarhoushang et al. 2015).
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The great mass of countries was less successful in managing the interface with domi-
nant Northern governments and transnational corporations. Under the dictates of structural
adjustment policies, they prematurely opened their markets to not only Northern competi-
tors (Addison 2017: 123-130) but, over time, also to their more successful neighbours in
Southeast Asia.

A classic example is Ghana. Its nascent textile industry of the 1970s was reduced to four
major textile companies in Ghana employing less than 3000 persons in 2005. It became the
victim of imports of second-hand clothing from the North and new cheap clothing from
Asia (Ackah et al. 2016: 63). While the few successful countries moved into the production
of more sophisticated products, many of the other countries, especially in Africa, remained
stuck in low-sophistication products which even became less sophisticated (Newman et al.
2016: 23-25). According to Adrian Wood, Chinese exporters lowered the ratio of labour-
intensive manufacturing to primary output in other countries by 7-10% and the ratio of
exports by 10-15% (Wood and Mayer 2009). Only neighbours close to China are integrated
in its manufacturing production chains. They benefit in terms of manufacturing employ-
ment from the Chinese success in displacing other countries’ exports (Jenkins 2016).

While many countries of the Global South opened their borders for Northern products,
Northern countries were slow in reducing the subsidies for their agriculture. It is estimated
that US subsidies reduce West Africa’s annual revenue from cotton exports by $250 mil-
lion a year (Fairtrade Foundation 2015).

As tariffs have been reduced in most countries, the level of protection for enterprises
from the early industrialised countries has gone up. This is especially true for the increased
protection of intellectual property rights. Intellectual property rights, i.e. patents, trade-
marks, and copyrights, are predominantly held by corporations residing in the early indus-
trialised countries (OECD 2008). Catching up becomes more difficult, if royalties need to
be paid for patents.

Besides the protection of intellectual property rights, branding allows corporations from
the Global North to dominate global production networks. Without a large customer base
in the Global North and the necessary financial resources for advertising, most southern
manufacturers have to accept the lower returns for suppliers. The brands use their con-
trol over access to the final consumer to force suppliers to lower their prices year by year
(Anner 2015).

Besides the liberalisation of cross-border trade, the liberalisation of financial flows
limits the policy space necessary for an industrial catch-up. The liberalisation of capital
accounts left many countries vulnerable to currency crises and capital flight (Herr and
Priewe 2005).

Conclusion: decent work remains elusive

The extent of vulnerable employment in the Global South is disturbing. But even more
disturbing is the prospect that it is likely here to stay if no drastic change happens in the
governance of the world economy and modes of production as well as consumption. The
reason is that the labour market dynamics of the early industrialised countries and the
few successful imitators are not easily replicable for all countries. Before I summarise
the limiting factors for the large-scale absorption in modern industry of people who are
no longer securing a sustainable livelihood in agriculture, let me state a rather obvi-
ous fact which, however, is hardly mentioned in development literature. The industrial
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development in today’s capitalist centres did not only rest on colonial violence but also
produced ferocious class struggles and even more devastating wars among the leading
industrialisers.

The analysis of the current labour market challenges of late industrialising coun-
tries has shown that their industrialisation process takes place under different circum-
stances. The demographic pressure is significantly more pronounced since fertility rates
are not falling quickly enough to compensate for the speedier increases in life expec-
tancy compared with early industrialisers. The rapid productivity increases in the formal
manufacturing sector across the globe limit its absorption powers. Even successful late
industrialisers reach the peak of manufacturing’s share in total employment much ear-
lier than the first movers of industrialisation. The labour market relief available to these
first movers, i.e. outmigration into less densely populated areas, is no longer accessible.
Today, migrants cannot overrun indigenous populations with a colonial power backing
them up; they have to ask for permission or, if denied, their unlawful presence has at
least to be tolerated.

Some countries, especially in Southeast Asia, have partially succeeded in overcom-
ing these constraints. In contrast to many African nations, they had paid more attention
to increasing income in agriculture and to overcome infrastructural bottlenecks (Addison
2017). These different strategies have to be seen in the context of diverse colonial and Cold
War legacies. The success of some of the Southeast Asian countries, however, restricts the
opportunities for industrialisation for most countries of the Global South. It is a success
that rests on massive export surpluses in goods. Yet, the rules governing the world markets
limit the value capture also of these successful countries. By strengthening the protection
of intellectual property rights and liberalising financial flows across borders, these rules
buttress the power of corporations mainly domiciled in the Global North. In competition
with each other and faced with high profit expectations from the financial markets, these
corporations are dictating the prices of the goods they source from their suppliers.

While rather successful late industrialisers were able to impose some conditions on the
business operations of transnational corporations (such as local content requirements and
knowledge transfer; Azarhoushang et al. 2015), many other countries lack this capacity.
The logic of uneven and combined capitalist development comes to bear.

So what are the ramifications of the limited absorption capacity of the modern sector?
They boil down to surplus labour. The oversupply of the working age population severely
limits the possibilities for reaching the Sustainable Development Goal number 8: Decent
Work. Thus, the question arises: Do we have to accept these dire circumstances? Since the
above arguments have not only highlighted structural constraints of capitalist accumulation
for providing employment under decent conditions for all, but also some factors shaped by
political struggles such as demographic dynamics, rules for cross-border migration, indus-
trial policy capabilities and global economic governance, some measures might be possible
short of overthrowing capitalism. While requiring large-scale collective action, some ame-
liorating strategies could be pursued in the Global South, for example, agricultural policies
that increase rural household income, industrial policies that facilitate diversified econo-
mies, and the removal of infrastructural bottlenecks. Other solutions are the responsibility
of the Global North, for example, restraining the exploitative behaviour of its transnational
corporations, changing the rules of global trade and finance in favour of more policy space
in the countries of the Global South, and, most important, moving to more sustainable pro-
duction modes and lifestyles. All countries should strive to distribute work more evenly
among the population, thereby making good on the promises of the industrial age: more
free time for everyone.
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