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diverse and complex, it will not be possible to examine all of them in a paper like this.
Consequently the paper aims at examining three elements of industrial development
strategies which, in our opinion, are relevant to the conditions of a less developed
country like Ethiopia.

Accordingly, in the second part of the paper conceptual issues on three elements of
industrialisation strategies, namely inward versus outward orientation, large or small-
scale industry and labour or capital intensive technology have been briefly outlined. In
the third section an overview of the industrial sector in Ethiopia is discussed followed
by a concluding remark in the fourth section.

2. ISSUES ON INDUSTRIALISATION STRATEGY

Defining the concept of industrialisation is a difficult task as it is a multifaceted
phenomenon, the approach of which is different in different countries and in different
socio-economic and political conditions. In 1963, after long discussion, the UN
committee on Industrial Development defined industrialisation as follows:

Industrialisation is a process of economic development in which a growing part
of the national resources is mobilised to develop a technically up-to-date,
diversified, domestic economic structure characterised by dynamic
manufacturing sector having and producing means of production and consumer
goods and capable of assuring a high rate of growth for the economy as a
whole and of achieving economic and social progress (Tyagunenko 1973).

This definition seems to be very broad as it does not provide a clear-cut answer to the
problem of defining industrialisation. Nevertheless, it emphasises the fact that
industrialisation is a phenomenon, which is not an end but a means towards economic
development. And industrialisation can apply to the product, the transformation
process or to a country as a whole. In this regard, some economists argued that
industrialisation is an outcome or accompaniment of economic development. It
denotes a set of policies, which may be seen as a means towards economic

development (Sutcliffe 1971).

Whatever definition is given to it, one thing is evident, that is, in our opinion,
industrialisation is a dynamic process through which man has attained, in a short span
of historical period, the present stage of scientific and technological development.

The experience of the now industrialised countries has demonstrated the critical role
industrialisation, particularly manufacturing industry, plays in the process of economic
development. Industry is considered as the vehicle for the development of their
economies, particularly agriculture, faster than any other economic sector. It is argued
that, industry can draw the hidden unemployment off the land and thereby increase
agricultural efficiency. Moreover, farmers would be stimulated to produce more only

70

~.
~~ -



Some Issues on Industrialisation Strategy
...

when industry provides enlarged markets and better prices for their produce. VVIIQ, ,-
more, manufacturing industry, and especially large scale and heavy industries, can
save foreign exchange, raise output per head and create investment capital much
faster than any other economic sector, And the growth of industry will spread modern
attitudes and enterprises in a country (Robinson 1965).

I

The notion that manufacturing industry plays a key role in the process of economic
development and growth has been a popular view among economists such as Kaldor,
Ghenery, Weiss and others. Those who stress the importance of manufacturing
industry in the overall growth of the economy argue that the growth of the
manufacturing sector not only stimulates productivity in manufacturing sector but also
stimulates productivity in the other sectors of the economy. For example, a study
carried out by Ghenery and others based on international cross sectional analysis
indicated that there is a strong association between the size of GOP and of the
manufacturing sector, the assumption being that causation ran from the growth of the
latter to that of the former. Moreover, some economists attribute the role of
manufacturing as an engine of growth to what they term the "dynamic increasing
returns in manufacturing" resulting from the dynamic relationship between the growth
of output and the growth of productivity, which is attributable to greater skill and
development or "learning by doing" and to technological development (Weiss 1984).

The uniqueness of manufacturing industry is that in the first place unlike the other
major sectors, (i.e. agriculture and services), manufacturing is characterised by
potentially much higher inter-sectoral linkages because, "when its aggregate output
expands there is a far greater scope for the division of labour and specialisation within
the sector itself." Secondly",... manufacturing sector produces the capital equipment
used by all sectors. Indigenous technical progress within manufacturing, induced
either by its own expansion or by the expansion of other parts of the economy, will
feed back to all users of capital equipment and thus raise the technical level of all
sectors of the economy" (Weiss ibid).

Although the view "manufacturing as engine of growth" has much relevance in the
context of the industrialised countries, its relevance to the developing economies is
yet to be seen. There are few works carried out on this issue. One study undertaken
by Vladimir Brailvsky based on a regression analysis on the role of industrialisation in

I Mexico, for example, showed a high correlation coefficient as well as high long term
output elasticity for the industrial sector than other sectors of the economy, except
commerce which according to him is ancillary to the general behaviour of industry

(Brailovsky 1980).

It is true that many LOGs have made substantial effort to develop their industries. But
the question is to what extent their efforts have resulted in the creation of a
manufacturing sector that so far has become an engine of growth. This question is
valid for most LOGs because, in spite of their effort to establish industries and the fact
that some growth rate of industrial output was registered, their industrialisation
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process has remained a far cry. What is more, the development gap. between LOCs
and the industrialised countries is widening rather that narrowing.

Such state of affairs may signify the fact that industrialisation cannot come about by a
simple increase in the number of industrial establishments. The industrialisation of a
country involves development of ability to master the whole industrial production
process not only in terms of producing finished goods but also fabrication of
machinery and equipment, skill to operate and maintain machines and ability to
organise, administer and manage factories as well as marketing of outputs.

Consequently, industrialisation requires focused approach, which is based on sound
economic policy and strategy. The formulation of explicit industrialisation strategy
therefore becomes an important component of the industrialisation process. The
formulation of industrial development strategy depends on the objective conditions of
a given country. Size of domestic market, natural resource potential, availability of
skilled manpower and finance, among others, may influence the development of

strategies.

The problem is that the formulation of industrialisation strategy is not an easy task.
Since some elements of industrialisation strategy are not independent of each other,
they cannot be chosen freely. For example, for a predominantly agricultural country,
the development of agriculture or industry cannot be viewed as alternative
development strategy. Both must develop. The question is how to develop them. Even
within the industrial sector it is difficult to develop heavy industry like iron ore smelting
based on small scale or labour intensive process. Moreover, since elements of
strategy are many and diverse it becomes impossible to discuss them all in this paper.
Consequently three elements, among others, of industrialisation strategies are
discussed in the remaining part of this section.

2.1. Inward Versus Outward Orientation

The issues of adopting inward- or outward-oriented industrialisation process have
been of the problems of industrial development strategy. Historically, with the
exception of Britain which oriented its industries to export markets-basically its
colonial markets, for most of the industrialised countries, including the USA and
Germany, the development of light industry, especially textile industry, had been the
basis of industrialisation. Through time, as demand for equipment grew, other
industries like heavy and engineering industries emerged. In the case of Britain, the
first country to industrialise, for example, thanks to its colonial empire was able to
orient its light industries toward export markets. On the other hand, in countries like
USA and Germany industrialisation was based on the domestic market, i.e., light
industries. In the first half of the 19th century, this historical pattern of industrial
development was reversed in the U. S.S.R. as this country was able to industrialise
through the initial development of heavy industries.
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