Labor productivity in manufacturing industries rose much faster
than in the rest of the economy: The same or higher quantity of
steel, cars, and electronics could be produced with far fewer
workers. So the “excess” workers moved to service industries —
education, health, finance, entertainment, and public
administration, for example. Thus was born the post-industrial
economy.

Work became more pleasant for some, but not for all. For those
with the skills, capital, and savvy to prosper in the post-industrial
age, services offered inordinate opportunities. Bankers,
consultants, and engineers earned much higher wages than their
industrial-age forebears.

Equally important, office work allowed a degree of freedom and
personal autonomy that factory work never provided.
Notwithstanding long hours (perhaps longer than in factory jobs),
service professionals enjoyed much greater control over their daily
lives and workplace decisions. Teachers, nurses, and waiters were
not paid nearly as well, but they, too, were released from the
humdrum mechanical drudgery of the shop floor.

For less skilled workers, however, service-sector jobs meant giving
up the negotiated benefits of industrial capitalism. The transition to
a service economy often went hand in hand with the decline of
unions, employment protections, and norms of pay equity, greatly
weakening workers’ bargaining power and job security.

So the post-industrial economy opened up a new chasm in the
labor market, between those with stable, high-paid, and fulfilling
services jobs and those with fleeting, low-paid, and unsatisfying
jobs. Two factors determined the share of each type of job — and
thus the extent of inequality produced by the post-industrial
transition: the education and skill level of the workforce, and the
degree of institutionalization of labor markets in services (in
addition to manufacturing).

Inequality, exclusion, and duality became more marked in
countries where skills were poorly distributed and many services
approximated the textbook “ideal” of spot markets. The United



States, where many workers are forced to hold multiple jobs in
order to make an adequate living, remains the canonical example
of this model.

The vast majority of workers still live in low- and middle-income
countries and have yet to go through these transformations. There
are two reasons to believe that their future path will (or need) not
unfold in quite the same way.

First, there is no reason that safe working conditions, freedom of
association, and collective bargaining cannot be introduced at
earlier stages of development than has occurred historically. Just
as political democracy need not wait for incomes to rise, strong
labor standards need not lag behind economic development.
Workers in low-income countries should not be deprived of
fundamental rights for the sake of industrial development and
export performance.

Second, the forces of globalization and technological progress
have combined to alter the nature of manufacturing work in a way
that makes it very difficult, if not impossible, for newcomers to
emulate the industrialization experience of the Four Asian Tigers, or
the European and North American economies before them. Many
(if not most) developing countries are becoming service economies
without having developed a large manufacturing sector — a
process | have called “premature de-industrialization.”

Could premature de-industrialization be a blessing in disguise,
enabling workers in the developing world to bypass the drudgery
of manufacturing?

If so, how such a future could be constructed is not at all clear. A
society in which most workers are self-proprietors — shopkeepers,
independent professionals, or artists — and set their own terms of
employment while making an adequate living is feasible only when
economy-wide productivity is already very high. High-productivity
services — such as IT or finance — require well-trained workers, not
the unskilled kind that poor countries have in abundance.

So there is both good and bad news for the future of work in
developing countries. Thanks to social policy and labor rights,



workers can become full stakeholders in the economy much earlier
in the process of development. At the same time, the traditional
engine of economic development — industrialization — is likely to
operate at much lower capacity. The resulting combination of high
public expectations and low income-producing capacity will be a
major challenge for developing economies everywhere.



