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Editorial: Sustainable Industrial
Transformation: mirage or miracle?

ARTHUR MULIRO

The articles in this journal issue explore the challenges and opportunity for a
sustainable industrial transformation taking place on the back of the newly minted
Sustainable Development Goals (SDGs). Indeed, SDG 9 calls for us to ‘build resilient
infrastructure, promote inclusive and sustainable industrialization and foster innova-
tion’. The global community therefore pins significant hope on this transformation
being critical to helping to narrow the development gap and to improve the lives and
livelihoods of the many millions of people around the world who still live in situations
of poverty. Many developing countries still consider industrialization a critical step in
their development trajectory. Whilst this remains a laudable goal, it is clear, as the
contributors to this journal issue indicate, arriving at the destination is easier said than
done.

Many countries have as a template for their industrialization process a catch-up
model that normally incorporates a combination of two key elements: policies that
promote/facilitate trade and industry as well as the adoption of imported technologies
to accelerate industrial development. The ‘economic backwardness’ theory of
Alexander Gerschenkron has often been cited in support of this catch-up model.
Simply put, this theory posits that industrially disadvantaged countries could choose to
apply the most modern and efficient techniques to jumpstart their industrialization
processes and leap-frog towards catching up with industrially superior countries. The
countries of the far-east have typically been cited as examples of having applied this
theory and leveraging their way to industrialization. Indeed, that the bulk of the
world’s manufacturing is today located in this part of the world is testimony to the
success of the strategy applied. Today, many developing countries operate in the hope
that they too could pull off a similar miracle and take the place of the far-east
countries, notably China as it begins to face the prospects of being caught in a ‘middle
income trap’. In short, as wages rise in China, it will lose its competitive edge, eroding
its capacity to compete with low-income countries on the one hand, and high-income
countries on the other hand for the mere reason that it has not shifted fully into
higher-value production. There are also those who suggest that the proliferation of
new technologies could offer significant opportunities for countries to leapfrog their
way into twenty-first century industrialization, embracing the latest technologies on
offer. It remains to be seen if there will be a fortuitous convergence of elements that
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will allow these countries to slide comfortably
into the niches that have hitherto been a boon to
the Asian tigers or to move directly to benefiting
from the latest in industrial innovations. Our
authors suggest that this might not be the case.

In his article looking at the countries of the East
African Community (EAC), Andrew Mold argues
that: ‘the manufacturing sector’s development is
stunted because of a common set of factors –
firstly, the international context is now extremely
difficult for new players to enter into global
manufacturing. Secondly, there has been a col-
lective failure to actively implement industrial-
ization policies’. He concludes suggesting that the
only realistic option for the development of
industry in the EAC member states is to focus
on ‘markets’ and simultaneously exploiting better
the potential of regional markets’. This message is
echoed by Kozul-Wright and Fortunato who state
that in order ‘[t]o find a path that is sustainable
and leads to economic convergence, developing
economies will need to forge a new and more
balanced development model in which they
increasingly draw on domestic sources of demand
as new engines of growth and promote structural
transformation through active industrial policies’.
Regarding technologies, Woodson argues that
‘very few technologies caused major sustainable
industrial transformation. Many technologies,
like space travel and nuclear technologies, were
hailed as revolutionary, but those technologies
never induced industrial transformation’. Citing
3D printing, he challenges governments to ‘study
the technology’s adoption to improve the tech-
nology and develop policies that make 3D print-
ing more equitable and sustainable’.

But is industrialization a must? Is it necessary
that all countries must pass through this stage of
development or are there options and opportuni-
ties to go beyond it? And why not? In the west,
people are increasingly confronted with terms
such as ‘post-industrial’ that suggest or paint an
imaginary picture of a world that has gone
beyond the industrial age. Smokestacks and
sweat shops are indeed no longer considered
‘cool’ and with most industrial production having
been outsourced to third countries, many (in the
west) do not think much of industrialization. The

disappearance of the blue-collar working cadre
(traditionally associated with industry) and the
feeble condition of the social and organizational
institutions that emerged in the wake of indus-
trialization – notably the trade union – have not
led to any significant pause for thought within
these societies. In recent years, deepening glob-
alization has been a powerful driver for the
decentralization of production and an increased
integration of markets across countries. This has
ensured that goods, services and production
factors can move easily from continent to conti-
nent, a key factor in situating the far-east as the
‘world’s factory’.

To go back to the initial question as to whether
a rite of passage through industrialization is
obligatory, particularly for those countries yet to
get to this stage, it is important to note that the
imperative of job creation and livelihood improve-
ment is a critical challenge that needs to be
managed well. In his article, Li Yong tells us that
‘history shows that only those economies that are
characterized by structural transformation – i.e.
those exhibiting the ability to generate new
activities based on upgrading to higher levels of
value-addition and productivity – are able to
increase prosperity for a growing share of the
population. The transformation typically occurs
when economies move from a high dependency
on agricultural activities and natural resource
extraction to more diversified and productive
undertakings, including industry, that foster local
value addition and eventually stimulate eco-
nomic development and growth’.

Industrialization, and the promise of jobs
therefore becomes an imperative. In most of these
countries, the idea is that of working towards
manufacturing that can lead to import-substitu-
tion and then expanding outwards and compet-
ing on the export market. Thus, an initial starting
point of labour-intensive industries that gradually
shift towards capital and technology intensive
industries over time as a patrimony of skills,
capital and technology is built. In this cycle, we
cannot ignore the critical facilitative role that
governments must play at all stages. At the same
time, we cannot avoid to note that if we are today
in a period of economic and ecological crisis, it is
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because the current business model that we
pursue has brought us here. The success of the
present industrial model was built on the back of
a competitive wedge that was skillfully applied by
exploiting both labour and natural resources.
Now we are at that juncture where employment
– with all its full rights – and the health of the
environment have been stretched to the limits,
we can – and should – challenge the past notions
of competitiveness. Industrialization cannot be
delinked from human and labour rights and
sustainability in all its dimensions – a point that
Rosemberg makes forcefully in her article.

The ILO, in its most recent ‘Global Wage
Report’ remarking on the downward wages trend
notes (ILO, 2016):

• There is now a large literature showing that in
a majority of countries across the world wage
growth in recent decades has lagged behind the
growth of labour productivity, leading to a fall
in the labour share of GDP.

• This is likely due to a combination of factors
including globalization, skills-biased technol-
ogy, the weakening of labour market institu-
tions, and the growing pressure from financial
markets to shift surpluses generated by large
businesses towards investors.

This decline in wages is largely responsible for the
growth in the size of those considered the
‘working poor’, whose incomes are barely ade-
quate for them to sustain dignified lives.

If we were to look more closely at the sustain-
ability dimension, we would discover that the most
successful industrial sectors today, none would be
profitable if the full cost of their environmental
impact was to be factored in. This simply means
that for industry to be truly sustainable, it will
increasingly have to pay the full cost of its
operations – something it has so far managed to
avoid doing. According to Roberts (2013),

The distance between today’s industrial systems and
truly sustainable industrial systems – systems that
do not spend down stored natural capital but instead
integrate into current energy and material flows – is
not one of degree, but one of kind. What’s needed is
not just better accounting but a new global

industrial system, a new way of providing for human
wellbeing, and fast. That means a revolution.

Historically, there has never been a universal
path towards industrialization. Indeed, as Harry
Wu states, ‘one of the factors that make countries
significantly diverge in their paths of industrial-
ization is the role of state, that is, how and to
what extent the government has influenced or
intervened in the allocation of resources through
policy instruments and hence has transformed
and shaped the course of economic development’
(Wu, 2013). Understanding why these govern-
ments never made industrialization a key policy
priority in previous decades is equally important
as this could shed light on some of the challenges
that need to be overcome.

According to Acemoglu and Robinson, the role
of political elites in blocking (or promoting)
progress is fundamental. Innovation – read
industrialization in this case – can erode the
advantages of incumbency and severely diminish
rents as well as create new competitors who
might eventually replace them. As such, it is in
the interests of the elites to delay industrialization
for as long as they can, or as they theorize, in the
case of South Korea and Taiwan – two countries
that industrialized rapidly after the Second World
War – powerful external threats (communism in
this case) became strong drivers for innovation
and industrial transformation (Acemoglu and
Robinson, 2006). Thus, we can conclude that
any efforts to put in place a sustainable industrial
transformation effort in those countries where it
is needed will first and foremost be a function of
the extent to which political elites are convinced
that it is in their interests to do so and support the
institutions charged with leading this transfor-
mative effort. Indeed, as Kozul-Wright and For-
tunato tell us in their article, success in this
regard is dependent on ‘the presence of institu-
tions that can fashion a vision of the national
interest that is not limited to those with privileges
and vested positions in the status quo. Political
leadership and effective governance structures to
build and sustain support for inclusive develop-
ment paths are therefore, consequently, crucial
ingredients for the prospects of their success’.
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But even if the political goodwill for transfor-
mation exists, there are several uphill challenges
that will need to be tackled. As intimated earlier,
globalization is a two-way street: one that bring
with it opportunities, but also significant risks.
The game in town today is that of seeking to
offer capital the highest returns at the lowest
cost. This has a direct impact on the quality of
employment that is offered and the safety nets
that workers in the nascent industries are
provided. In her article, Rosemberg reminds us
that the quest to minimize costs and to prioritize
shareholder benefits is squeezing out whatever
benefits might still be left. She states that ‘it is
hard to realize benefits for working people, even
in developed countries. Most of companies have
made the choice of reducing their investment in
innovation and long-term sustainability to pri-
oritize short-term shareholder benefits. This is
impacting on wages, employment and making
work more precarious, while also having detri-
mental effects on the environment. Companies
are ‘externalizing’ bad social and environmental
impacts and asking the public to pay for them all
while absorbing vast amounts of wealth often
redirected through complex operations to tax
havens’.

So, we must not only avoid a race to the
bottom, in which poor countries are competing
to offer cheaper wages to investors, but also
juggle the environmental impact that industry
inevitably has. This is where the element of
sustainability comes in. As Li Yong remarked in
his article, ‘any progress in reaching higher
levels of prosperity is short-lived if the necessary
economic growth is not achieved within an
environmentally sustainable framework. The
primary issue is not choosing between industrial
growth and sustainability. It is the need to bring
about a transformation in production processes,
infrastructure, and business models – going
hand-in-hand with innovation and appropriate
technologies – that will present the solutions to
the pressing environmental challenges of our
times and enable the simultaneous achievement
of both economic growth and environmental
sustainability’.

The big question is whether the transforma-
tional process towards increased sustainable
industrialization mooted is actually feasible
within the constraints of cut-throat global com-
petition. At one level, there is a growing consen-
sus that this is necessary and inevitable.
However, it is not clear that there is a critical
mass and alignment to ensure that the industri-
alization models being pursued are sustainable.
As such there is work to be done in this regard
and changes are likely to be slow. Even if
countries do industrialize, they will need to
ensure sufficient demand for whatever is being
produced and it is for this reason that several
authors have argued that there is a need to look
inwards and ensure that their domestic markets
support the industrial push. Clearly some clever
policy thinking will be necessary to ensure that
there is a favorable balance between growing
domestic demand whilst not running afoul of the
restrictions imposed by the international trade
regimes that they might be signatory to. Whilst
there is the promise of a miracle that could be
delivered by a sustainable industrial transforma-
tion process, there is the risk that it remains a
mirage if only for the fact that the room for
maneuver is very limited given the depth of
globalization and competition that countries
engaging in this process are likely to face. Yet,
in view of the alternatives, perhaps we should be
reminded that failure is not an option. As
Rosemberg put it: ‘Sustainable industrial trans-
formation is not a single, straightforward process.
Rather, it needs to be a democratic, forward
looking, and collective endeavor, built in close
cooperation with all relevant stakeholders. Its
success depends very much on its goals, the
coherence of policy measures taken to achieve
them and public support through community
engagement. Decent work, fairness and zero-
carbon economies are the imperative and central
to the attainment of the SDGs’. At the end of the
day, as Li Yong states in his article ‘only
inclusive, sustainable and resilient economic
and industrial growth can elevate those in
extreme poverty to higher standards of living,
and achieve higher levels of prosperity for all.
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Industrialization and structural transformation,
when they are inclusive and sustainable in the
terms described in this contribution, can help
create, sustain and support peaceful and more
prosperous societies’.

As Chaim Weizmann said, ‘Miracles sometimes
occur, but one has to work terribly hard for
them’. The miracle of sustainable industrial
transformation is yet possible.
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