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Dear Ambassadors and members of missions to the UN in Geneva,  

Dear speakers and participants,  

Good Morning. 

At the ILO we are very pleased of partnering with the Friedrich Ebert Foundation to 

organize this workshop on “Boosting economic dynamics and job growth: the 

potential of industrial policies”. Thank you, Matthes Buhbe for your interest in co-

organizing this session. 

The objective is to exchange information and share experiences on productive 

transformation, job generation and the potential and scope for industrial policies, and 

to do this with the Geneva community of Representatives from middle income 

countries from all developing regions, representatives of international organizations 

and researchers.  

We see this as an opportunity to improve understanding of the needs of middle 

income countries and about how international organizations can support 

Governments in accelerating the dynamics of productive transformation and job 

growth.  
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This is also an opportunity to identify joint interests and deepen collaboration 

between organizations on the related issues of productive transformation, trade, 

wages, jobs, industrial policies.   

 

I would like to thank in advance the list of distinguished speakers we have in the 

programme. Your presence here is surely a guarantee of a very high quality dialogue.  

 

Thanks to all of you. 

  
ILO motivation 

You might be asking yourselves what is the ILO’s entry point and approach on the 

subject of this workshop. Let me briefly explain. 

The work of the ILO on labour markets and on promoting employment and decent 

work has always been strongly anchored in the productive sectors and in 

understanding the processes of productive transformation. The ILO has for years 

been working on enterprise promotion, entrepreneurship, sectoral policies, value 

chain development, SMEs, improving working conditions in export and other sectors 

and supply chains, and related issues.  

More recently, we have been concerned with the employment content of growth, the 

need to make growth more inclusive and job-rich. We champion the criticism of GDP 

growth as a measure of success. Measures of success have to be broader. They have to 

include different aspects of wellbeing, living standards, the material as well as non-

material aspects of jobs. They also need to capture the distributional and social justice 

aspects, and how socially inclusive the patterns of growth are.  

For all these reasons, we have been looking at how industrial and sectoral policies 

influence the pattern of growth and jobs. We have done this by stepping up our 

research efforts in three related areas: 

1) A better understanding of the links between growth and job creation. 

 

2) The study of the impacts of trade policy changes on employment and labour 

markets, and the methodologies to measure such impacts. We have recently 

published 2 books in this area.  
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3) And, third, tackling the issue of industrial policy head on.  

We have put together a work plan on industrial policy that includes knowledge 

generation, case studies, policy advice and building partnerships.  

Irmgard Nubler, is our coordinator for the industrial policy work and has been at the 

center of the organization of this workshop. Irmgard has recently finished a book, 

that will soon be published, on “Capabilities for productive transformation and 

employment”. The capabilities approach frames the issues around the nature of the 

learning processes and the policy implications of focusing on learning at the 

individual, company, sectoral and national levels as the driver of productive 

transformation and catching up. In the first session of this Workshop Irmgard is 

going to present some of the concepts of the capabilities approach she has developed. 

I am pleased to inform you also that Richard Kozul, Irmgard and myself are editing a 

volume on productive transformation and industrial policies with a number of case 

studies. We are particularly interested in the practical questions of the operational 

principles for sound design of industrial policies, and in promoting a better 

understanding of the links between productive transformation policies and processes, 

on the one hand, and the quantity and quality of employment on the other. This link 

has not been made explicitly and systematically enough in much of the literature.  

Some substantive issues 

And this brings me to some of the more substantive questions about economic 

dynamics, job growth and industrial policies.  

We all know how industrial policies and related, so called, “dirigiste” approaches were 

at best discredited and at worst demonized by the Washington Consensus and much 

of mainstream economics.  

They were summarily dismissed as picking winners, and blamed for creating economic 

distortions, corruption, inefficiencies, for the state substituting the market and falling 

victim to capture by private sector interests.  The WB Growth Commission, was a 

major step in bringing a fresh look at industrial policies and questioned some of the 

conventional wisdom. To the sceptics who worry about government incompetence or 

capture by interest groups and prefer to do nothing, the Commission’s report replied 

that there are also risks of doing nothing, and argued that if an economy is failing to 
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diversify its exports or generate productive jobs in new industries, it is the 

governments’ responsibility to jump-start the process.  

The overwhelming evidence that most successful catching up countries, including 

China, have used proactive productive transformation policies, and the fresh 

intellectual climate after the crisis, have brought industrial policies back to the 

economic policy agenda.   

The question now is not so much whether to engage in them, but what types of 

interventions and institutional arrangements, and public-private partnerships can deal 

with market failures while minimizing the risk of government failure. 

Of course, industrial policies can vary greatly, and important distinctions have been 

made between “old industrial policy” and “new industrial policy”.  

Five distinctions are particularly important, but not without some controversy: 

1) Old industrial policy was comparative advantage defying, new industrial policy 

is, and should be, comparative advantage following. This is the essence of 

Justin Lin’s “new structural economics”. But, not everyone agrees with this, 

because once you recognize that industrial policy is about promoting and 

exploiting economies of scale, you are actually out of the traditional framework 

of comparative advantage. However, it is true that new industrial policy is more 

about building from existing clusters and activities, than about grand bets very 

distant from existing learning capabilities. 

 

2) Secondly, old industrial policy was about nurturing infant industries via tariff 

protection, new industrial policy is about nurturing infant industries and 

supporting the private sector via a variety of supports to discover 

opportunities, engage with global production chains and world networks, 

promote learning and upgrading, accelerate the development of critical skills 

and solve skills bottlenecks, and diversify production and exports. From this 

point of view, sectoral targeting is unavoidable. The question is not whether to 

target or not, because there are practically no neutral interventions, but how to 

attain the best possible degree of targeting? 

 

3) Third, old industrial policy was very top down, while new industrial policy is 

about mobilizing the participation of all relevant actors, business, academia, 
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trade unions, local political leaders, at different levels: national, departmental, 

regional and even municipal level. The role of coordination mechanisms is 

crucial, such as National Competitiveness Councils, sectoral councils or 

committees, informal networks of communities of practice, and public-private 

partnerships. The role of disciplines and rules to govern the interaction 

between the different players is also key. So while the old IP debate engaged in 

a rather misconceived and sterile debate about whether governments or 

markets knew best, the new industrial policies focus on the question of what 

types of institutions for coordination and cooperation between the public and 

private sectors work well, and the associated incentive policies.  

 

4) Fourth, old industrial policy assumed high levels of bureaucratic capabilities. 

The experiences of Japan and Korea come to mind. Enlightened and powerful 

bureaucrats were necessary for successful industrial policy. So critics of IP have 

argued that IP should not be tried because it is exceptionally difficult to get 

right, because it requires sophisticated knowledge of economics and because 

high-quality bureaucracies capable of getting it right are very difficult to build. 

But new industrial policy recognizes that while high bureaucratic capabilities are 

always a good asset for public policy, IP is no more difficult than many other 

areas of policy.   

 

5) Fifth, one of the most difficult areas of distinction between old and new IP is 

the role of trade policy. For years developing countries have understood that 

deep and fast trade liberalization to follow static comparative advantage could 

kill their prospects of industrialization and decimate local industry. Most tiger 

or dragon economies used smart combinations of export promotion and infant 

industry protection, and many channels of support to infant export industries. 

These are not simple free trade stories. Therefore, a key concern is the degree 

of policy space that trade agreements, particularly bilateral deep integration 

agreements between developed and developing countries, leave for Developing 

Countries have to engage in desirable proactive productive transformation 

policies.  

We must recognize that there is now a huge stock of experience on transformational 

policies, catching-up growth and development success. Singapore, Taiwan, Ireland, 

the Republic of Korea, Brasil, Costa Rica, a number of African countries.  This is an 
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area where practice has been far richer than theories. Theories have in fact often 

blinded economists to have a good understanding of what works in the practice of 

successful catching up countries.  

So one can argue that understanding the practice is more important than 

understanding the theories, and this is a reason why dialogues like the one we are 

promoting today are so important.  

If the successful countries had applied the prevailing theories, they would not be 

success stories. They were successful because they were unorthodox and pragmatic, 

because they experimented. They certainly did not rely on simplistic free market 

recipes, they used state guidance heavily but wisely, from finance, to education, to 

infrastructure, to inclusive social policies, to building strong coordination and 

monitoring mechanisms.   

They applied the principle that “the market is a good servant but a bad master”, and 

in Robert Wade’s great phrase, they engaged in institutional mechanisms and policies 

to “govern the market”. 

There are two additional issues that are important to frame our discussions today. 

One is the insight, quite well developed in the World Bank’s World Development 

Report on Jobs, that different jobs have different developmental value. Jobs with high 

technology and skills content enhance opportunities for workers to acquire new 

knowledge and technological competences which helps to increase the dynamics of 

catching up.  Jobs in value chains, jobs in the informal and formal economy, and in 

rural or urban regions have different impact on employment opportunities for 

women, for young people, for rural workers or for workers in cities. This challenges 

policy makers with understanding the impact of different productive transformation 

pathways on the nature and structure of jobs. Of particular importance is the 

challenge of youth unemployment. Sectoral and trade policies can fast track job 

creation for young people and doing this is a high policy priority in many countries. 

The other issue is what has become known as the middle income trap. This refers to 

the fact that since the 1950s rapid growth has allowed many countries to reach middle 

income status, but very few have made the additional leap to transition into high 

income. Instead, most countries experience a sharp growth slowdown. A number of 

research papers have looked into this, and attribute the slowdown to a number of 
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challenges:  deficiencies in education and skills, skills bottlenecks and mismatches, 

deficiencies in infrastructure, in particular advanced infrastructure such as broadband 

internet; incapacity to promote innovation.  

Many Latin American countries today seem to be at risk of being caught in this trap. 

They can no longer compete with low-wage countries in standardized products, and 

they cannot compete with countries with greater capabilities in more technology- 

intensive goods and services. As a result, continued poverty reduction and growth of 

productivity, good jobs and living standards become difficult.  

 

A main hypothesis to explain the middle income trap is that those countries trapped 

in it have not developed the policies and institutional environment to make the leap to 

high technology, innovation driven, industrial development. In other words, they 

abandoned intelligent industrial policies.  

 

Understanding this phenomena and how policies can support countries in escaping 

the trap presents a major challenge to the research and development community. This 

is an emerging issue in ILO research.  

 

Let me stop here, and I look forward to the presentations and discussion today and 

tomorrow.  

 
 


