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ABSTRACT

Yarious faciors have mitigated agoinsi indusirial
progress in developing couplries, resulting inan in-
creasing ridge between the Advanced North and the
Less Developed South.  Convernional veenomic fae-
tors aside, the histoncal legacies of colonial rdle 1n-
cluding enhanced neo-colomial wndencies of the re-
ceni decades have become the antithesiy of industricl
achancement in the developing world

This paper has identified some of the consiraiving
Jactors and the challenges they pose to the indusiri-
alizalion process in Developing Countries. The pa-
per submiiy that a siraiegy of flexible bui approprt-
ate indusirialization enshrined in time and size di-
mensions is ene of the greatest tndurtrial challenges
for the Developing Countries. Regional and global
palicy and insiittional commitment are alse consid-
ered exsential for a successful industrialization.

KEYWORDS: Froto-industrialization; Colonial fac-
tor, infrastructure and input resources, markel size,
appropriaie induserfalization policy commitment

l. GENERAL ISSUES

Industrialization is the process of building a country's
infrastructure, raw matenal and allied rescurce ca-
pacity with the intent to manufacture goods for final
consumption and also to facilitate further production

Throughout fustory, industrialization has been ge-
cepled as the most expedient means of achieving eco-
nomic growth and development (2)  The cconomic
history of the Advanced Countries of today provides
a clear evidence of the transizion frem and the link-
ages between rural agranan socictics and e highly
ndustnal ceonomies The experience of Gireat Brit-
am, specifically England wnd Wales, wloch pionecred

ECONOMICS

the industrial revolution, gave credence to the con-
cept of “proto-industrialization” which Mendal (12)
has described as industrialization before industnal-
izaion.  In Britain, the pre-industrial revolution’s
industrialization was basically agro-basad. It rallied
around England’s cotton and textile operation with
mw materials drawn from the rural areas where pro-
duction techniques, the form of cnergy used, and the
wleas and concepts employed were traditional and
charactenistically crude. This situation prevailed in
England for a greater part of the sightzenth cenpury
witil 1760 when cotton spinning was developed and
mills were revolutionalised to utilise the new spin-
ning machines. In other words, the cotten industry in
Britain during the industriaf revolution caly pionscred
ncw ways of doing the old and traditional things un-
der the proto-industrialization era.

The post proto-indusinalised order was ooe of ma-
chine manufacturing with the focus on the develop-
ment and production of small-scale machinery and
equipment, Finally, subsequent developments in sci-
ence aud technology including state craft induced an
authentic state of mass industrial production.

It is in the light of the historical experience, as per
the industrial revolution of Britain, that the Develop-
ing Couniries of Asia, Africa and Latin America have
come to consider industrialization as the main engine -
of growth and devefopment.  Not only are they
saddled with low living standards, higher rates of
population growth; but also Developing Countries,
generally, experience unstable governmests, The
regime of political nsiability created by dictatonal
military and regimented governments in Developing
Countries often tends 1o hinder 3 smooth industrial
process and economic development

Because they are politically unstable and economi-
cally wezk, Developing Countries have tended to
depend on the advanced industrialised world economi-
cally and technologically (7) despite the growth
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awareess in the developing world that industrializa
tion of “modem economic growth,” a term preferred
by Kuanets (10}, is the sure way of increasing pro-
duction, fashioning new and quality products as we/l
as increasing the relative ratios of expenditurcs on
capital formation and consumption, iater aha

One major compeling reason for Developing Coun-
tries o industrialise is due 1 the fact that manufac-
turing activities redress the problem of uncmploy-
ment, be it general. seasonal or disguise uncmploy-
ment, As employment morcases, incomes risc, and
this creates an sxpansion of the market which in turn
allows for further processing of a vanety of manu
facturing activitics.

Indusirialization also provides the impetus for devel-
oping economies to achizve diversification  This 15
particubarly true for those countries which tradition-
ally depend on single or very namow range of ox-
ports such as cocoa in Ghana, coffee in Kenya and,
until recently, rubber and palm oil in Malaysia  In-
dustrialization allows these traditional export com-
modities Lo be processed into various products in or-
der 1o add greater value to exports

Indusérialization also provides the stimuli for promat-
ing son-iraditional goods and services.  In West Af-
nica, for example, non-traditional export crops like
pneapples, green peas and a vaneties of okro have
been promoeed; and in Kenya, and Zimbabwe, cul-
flowers are now air-freighted to European supermar-
kets on daily basis.  Allied services like tovrism have
ako flourished in developing countrics which have
stepped-up manufactuning and industrial activitics

Itis also true that the performance of macio-cecnamic
vanabies like income. investment, emplovment and
prices are much better in the ndustrially develaped
economics of the North than in the Developing Coun-
tnes. In fact, continuous price instability and double
digited inflation raies are wsually associated moee with
Developing Countries than the developed ones.  Be-
tween 1963 and 1980, for example, the inflation rate
i the industrially advanced world was 7 7%, and
during the 1980-1950 period the rate fell to 4 4% (19)
In contrast, the rate of inflation i the developing
world grew from 16.7% for the 1963-19%0 periad to
61.8% during | 980-1990 period.

Given that dustrialization 15 the propulsion of
growth in the developed economies of the Morth, and
given the benefits that can acerue from increased
manufactunng activity in the Developing Countrags,
it 15 pertinent (o question Developing Country’s in-
ability to achieve grealer strides towards industrial-
ization. Several consideratiung and constraints

fovema! of the Universily 1.

abound

For the rest of tug pagopr. tao mam oljectives are
addressed  Frest the Koy lmitations o 3 meaingful
indugtnabization i the Doveiopae Countres are iden-
tfied  The sveond aun s w assesy the chalionges
thal the wentificd constraas pose to e mdustial-
ization precess i the Deseloping ©ounmres

L IDENTIFYING THE LIMITATIONS TO
INDUSTRIALIZATION

some of the factors whieh have constraned the
smanlh process of idestralization in Deseloping
Countrics ane dentified below

L1 The Colonial Legacy

it is perinent to conténd that the histoncal kgacics
of the colonal rule in most Descloping Countries,
have been antithetical to the wdustnal advancement
of these countrwes,  The imperialists or colomal mas-
ters like Britan, France, Belgium and Germny whe
alsg sitiaded and nurtured the industnal revoiuiion
during the eighteenth and mneteenth centurics, de-
pended large'y on the so called “overscas colonics”
for basic raw malerials and tropical produce.  Basi-
cally, these were processed and refined for cod use in
the “muster” countrics 2 generate and sustain their
advanced economic and social standards

The colonics alse served as ready markets for Eure-
pean manufactured goods.  Thus, the trade relation-
ship between the colonics and their colonial master
at the time, was designed, purposcfully o serve the
dorminant, 1f rol the exciustve, interest of the latter,
Uinder the policy of asstinilation endorsed by France,
for example, it became ecgy for France to convert her
coionics o matural, easy and chesp macke! reser-
voirs for French manufactured and industnial prod-
uct.

It is true thai in most Developing Countries today,
some negative colonial structures and super-struciures
have been shed away, and that continuous insoads arc
being made to promots industrialization on the fast
lane, as evident by the “tiger” economics of South-
East Asiz, Bui it 1s also very true that in ecent times
the advanced industrial econsomies of the North have
turned their developing counlerparts mio dumping
grounds for cheap and shoddy products in addition to
healih hazard-proae contaminated as well as waste
prodducts. The colonist kegnew of the very past has
this orchestrated itself 1 rew wavs 1o 2ifle indus-
ot progress in Desclap ug Counlrics
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1.1 Poor and Inadequate [nfrastructure

One of the problematic factors of plant location in
the industrialisation process is inadequate infrastruc-

ture. The initial provisions of infrastructure includ-

mng commuuication and transport ietworks in Devel-
oping Countries were designed to salisfy the exploit-
ative goals of the colonial powers, The provision of
infrastructure facilities were non-comprehensive and
inadequate; and those that were available were built
at strategic locations and regions to facilitate the re-
patriation of precious minerals and other valuable re-
sources. The absence of adegauate infrastructure
facilities since colomal times has undoubtedly exeried
a heavy toll on the industrialization efforts of Devel-
oping Countries, Because of inadequate and poor
roads, for exampie, distribution, transportation as well
as marketing costs tend to be prohibitively high w
the extent that expansion and new investment in plant,
machincry and factories often become unprofitable.
Whilst countries like Nigeria, Brazil and India enjoy
comparatively better developed transportation and
communication systems than other countries like
Liberia or Ghana, for example, one must however
hesitate to conclude that the relatively better ifra-
structure facilities in the former are necessanly ser-
viced and sustained properly, cfficiently and timely.

Motably n India, the Nehru-Mahalanobis long term
policy model for industrialization, for the (195 ] -1956)
and (1056-196 1) periods identified and recommended
the establishment of an infrastructure base for power
and transport as an integral parl of & modemization
strategy.  But power and transport are nod exhaustive
requirsments.  Jain Ashot [1]  has indeed pointed
out that the sub-continent (India) would need inves:-
ments ia Science and Technology (S&T) and Research
and Comsubancy (R&C) capabilitics in order to
achsove mn industrialisation strategy capable of main-
taining & self-reliant and sustainable development,

In Ghans, the much publicised Economic Recovery
Programune (ERF} of the Imlmmmtuﬂyaﬂd
mpiﬂli}- sct at rehabilitating the country’s deteric-

rated infragtructure.  Instead of embarking on new
investments ventures therefive, the government of
Ghana found it expedient, at the initial stages of the
ERP. to raisc the capacity utilisation of the existing
manufacturing establishments [3]. It is cany W us-
derstand ay per the Ghanaian experience, that a thoe-
ough and regular maintenance of existing infrastruc-
ture facilities is required to keep the process of
industrialisation alive. In many Development Coun-
trics, the commoo practice has been o adopt the
“maintenance by crises” approach to industrialization,
which only restorss, maintaing and sustains the exist-
g wfrastructure  This strategy will have o wive

way to a flexible approach based oo planned and pe-
ricddic mainfenance 50 as 10 provide a solid platform
for innovation in infrastructure and hence industrial-
1zation,

1.3 Underutilisstion of Raw Material Endowment

The usual argument that the inadequacy of raw mate-
rials in developing countrics presents a major bar-
rier 1o the process of indust-alisation may hold true
for individual countries such as those constrained by
natural, climatic and geographical factors, but one
cannot claim a generalisation for all Developing
Countries. What cannot be painsaid, however, is that
there oxusts scanty and imperfect knowledge of the
volume and quantum of raw mateirls and other re-
sources endowment available in the Developing
Countries. Unlike the Advanced Countries, compre-
hensive surveys on the geology, hvdrology, sod and
land use potentials in Developing Countries are lack-
ing. Partly as a result of the untapped potential of
their raw material resources, Developing Countries
have remained enviable ang mgmﬂcam sources of raw
materials for the industrially developed markets, thus
making it difficuit for the Developing Countries 1o
substantially disengage their economies from the
Advanced Countnes.

In the area of primary commodities production, the
Developing World exert a near mooopoly.  Accord-
ing to IMF ascurces, Developing Countrics have mo-
nopaly in food beverages with Brazil and Columbia
dominating in coffee production, La Cote d'lvaire,
Brazl and Ghana are the major producers of cocoa
beans, whilst ludia dominaies the green and black tea
production [3]. For agricultural raw materials, Ma-
laysia and Indonesia dominate in log production of
tropical hardwood whilst Brazil and China are noted
leaf tobaceo production whilst Indonesia and Malay-
sia are ootable traditional natural rubber producers,
Jute production and consumption have become the
traditional preserve of India and Bangladesh whilst
China again dominates in the production and con-
sumption of cotion [9].

In the production of minerals and metals, the IMF
statistics put Chile on top in mine production of cop-
per (the USA iz the largest producer of refised cop-
per). The Republic of Guinea follows after Austrs-
ha in the world's bauxite production and China comes
nexi after the USSR in iron ore production. The
mine production of tin is dominated by Brazil, and
refined ion of tin remains the domain of Ma-
luysia. [9]. In Sub-Saharan Africa, Zaire and Zam-
bia are famous for copper muning; the oil production
and prospects in Nigeria have remaned unsurpassed;
whilst the Ashant Goldficlds Mining Company in
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Ghana has expanded in production and acgquisition.

Since 1983, the Ashanti Goldfield Company (AGC)
has raised its yearly production from aboat 220,000
ounces to over 900,000 ounces; and in 1996, it be-
came the first African Company to be fully listed on
the New York Stock Exchange [13]. But much more.
AGC keeps finding more gold in the ground than it
takes out

Despite the untapped potentials of raw material and
mireral wealth in the Developing Countries, their
economies have remained largely not industrialised
mainly as a result of exploitation, wasteful misman-
agemenl and in many other cases, the mineral wealih
is simply squandcred.

There 15 also the unjust world ceonomic cerder as re-
gards the down-trend prices of primary commoditics
and the up-trend prices of fareign manufacturcd
goods, which coupled with the problem of droupht,
desertification and famine, create additional problems
in the industrializaticn efforts of Developing Coun-
tries.  Thus although it is till necessary to ncrease
raw agricultural production and processing activities,
there 15 even a greater need 1o expand the markels
within and between Developing Countnes for theer
produce to make up for the financial losses that they
incur in Western Advanced markets,  The promoticn
of a general sccio-political goodwill among Devel-
oping Coumrics augurs well for global peace, and
favours econioniic growth and development in the re-
gion,

1.4. Labour Resource

Labour is an essential input in the process of indug-
trigiization. Inthe world of works labour is the most
important factor, be it skilled or unskilled; and De-
veloping Countries bave a lof of the latger.  Labour
constitutes the human power and ability, and has ver-
satile ubility in industry including designing and op-
eration of machinery and equipment.

The refative scarcity of skilled labour which may be
defined to include entrcprencurial ability, is a grave
impediment to successful industrialisation in Devel-
oping Countries.  According to UNESCO statistics,
the density index of scientists and engingers per mil-
lion inhabitants in 1980 for example was 49 for Af-
rica, 127 for all Developing Countries (or so callod
Third World) but 2,385 for the industriabsed advanced
countries of the Narth.  These figures show a verv
widz disparity; and this gap between the Morth and
South has nol narowsd in rzeent years.

Ir Developing Countries, labour i pradominantly

rural, unskilled and seni-skilled, and therefore noeds
traimng and educaton so as to develop and acquire
the niecessary skills and expertise for industriliasation,
But mere training or education per se, hewover is not
sufficicet to open the doors of industnalisauon, Many
Developing Countries, capecially those in Adrican,
have pursued vigorous and cxpansionist educational
pobcics to the extent that some have trained, stan-
dard, adequate and cmplovable human power re-
sources to trigger the take-off to industrialisation.
Lnder such circumstances, whal is required 15 proper
and effective supervision and management of the
trained personngl i addition to insttuting ncennve
measures o boost performance and o safeguard job
secunty 0 as to avoid brain drains iato the already
saturated market of the industrially advanced ccono-
mics. There s thes the need to cultivale a culture
which docs not only derive entreprencunial and mana-
gerial skills and abilitics in the Developing Countries
bt also retain them for local wse

There are measures that can help narmow the widzo-
ing cconomic as well as social ridge between the Ad-
vanced Countrics and the Developing Countries.
These nclude the growing awarenzss of the noed to
sicpup south-So0uth socio-cconomic co-cpuration
Rescarch and Development (RED} must be funded
adequately, and there must be separate funding to
generate qualitaiive improvement 1n Science and
Fechnoboy (58T with the view to strengthening the
imtellectral resourcy capacity in Developing Couns
tnes.

It has also been suggested that Developing Countnes
should spend less-on the military and Defence but
spend more on Social Services like education and
health 6], According to the Afnican Academy of
Science sources, m 19990, Developing Counirics spent
between 0.2% and 0 3% of their GNP an Research
and Deselopment compared 1o 2.1% - 2 3% for the
Developed Countries. On healih services, Develop-
ing Countrics spent § 4% of thewr GNP whilst the
Devesoped Countries healih service expenditure was
4 &% of their GNP, In contrast, the militany and de-
fence expenditure 1 Developing Countrics consti-
tuted 3. 7% of their GNP, amere 2| percentage points
below the defence spending rano i the Doveloped
Countries [6].

1.5 Capital Resources

Cppital accumulation and industrialization may be
considerad as ideatical processes.  Thoee s a histori-
¢al evidence to this.  Theough the net inflow of capi-
tal to Britain from its pon-white dependent colonies
and eventually nta the white colonics of the new
world (USA and Canada), Britain pumped more
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into the latter. The ultimate result loday

:lu.r!y demoastrated by the highly industrialised

enjoyed by the USA at the expense and neglect
#Hhu and the Developing World as a whole.

jum Developing Countries have capital prob-
Jems, and these limit the industrialisation process.
?hyma] capital like equipment and machinery is
'Searce and expensive. Access to financial capital s
lso problematic i so far as the income levels of De-
Weloping Countries have remained relatively low, and
itheir currencies not convertible. In fact, capital has
fecome such a controversial factor in the sense that
lits deficiency constrains development, whilst exces-
five capital often results in misuse and other abuses.
Hhe implication is that a certain critical level of capi-
i is needed, given the unique eircumstances of a
ountry, to properly stinulate the industrial develop-

ent of that country.

tihe sources of financial capital usually include taxa-
oo, foreign loans and investment and direct govern-
ftent provision.  The mobilisation of domestic capi-
Rl through savings is relatively low in the Devzlop-
iy Countries; and the problem is compounded by
e deficiency of private initiatives and ambitions for
gnsirial pursuits. Mos! people in Developing Coun-
grics are generally more dmpcsad towards investing
i commercial (trade) activities and also in land and
tEach crops rather than in manufacturing and other in-
tustrial ventures  Jtis thus common practice for ac-
tomulatod private savings to be used to purchase im-
Worted consumable ilems for commercial purposes;

B dot up business enterprisc to produce the consum-
ibi¢ items and thereby benefit from the relatively
ant cheap domestic labour,

3 capital requirement for establishing a masufac-
fing unit in Developing Countries is ofien larger
i that of a similar concern in a highly industrialised
pmomy, where advantages due to externalitics and
her forms of industrial concentration abound. To
: llnlmﬁdmingﬁtmhnﬂmt]ﬂpingﬁwntr}'
b must import the plant, that is the capital equip-
.} -ud machinery from a developed and
festrialised country.  Often times, foreign experts
’Emlnuudtum.mll manitor and service the plant
il miachinery at considerable cost, at least until lo-
bxperts are trained to take over.  Also, a stock of
jplicate plant and machinery parts have to be im-
fated to maintain existing equipment; in addition to
hdng sufficient stock of raw malerials to ensure
miinuity in the chain of production. It is thus im-
priant to stress that a substantial portion of the capi-
yhmmmmmmmm

[Bhilst in fuct the same money could have been used~,

7

mies is imported.  In other words, the volume and
value of the import-content of 2 newly established
manufacturing concern in a developing country are
prohibitively high. All these provide the ratiomale
for a greater need to graat newly industrial establish-
ments tax-holidays and other incentive and subsidy
ﬁuhhmmﬂwhemﬂwmgﬁm :

There are also risk factors in the acquisition of capi-
tal from foreign sources, In most Developing Coun-
tries, financial institutions and intcrmediaries such
as the Stock Exchange and Capital Markets are ¢i-
ther not available or not well developed; and foreign
financial capital do not thrive well urder such eavi-

ronment. The risk factor is also shrouded in politi-* -

cal instabilities, The frequency of abrupt and dis-
cretionary changes of governments in Developing
Countries ts not conducive to sound and sustainable
industrial and economic development.  Political in-
stability creates increased risks and unceriaintics in
mummmmm ndmdd:tnmfwupw -
ment.

It must be mentioned also that the distribution of for-
eign capital investment in developing countries is not
evenly spread. In 1995, for example the 47 coun-
tries of Sub-Saharan Africa attracted a mers 3% of
the total Foreign Dirsct Investment (FDI) in-flow to
the Developing World.  But Latin America and the
Carribbean received 2%, whilst Asia and the Pacific’
region received as much as 59% [15]. Unlike Sub-
Saharan Africa, the Arab states of Africa bordering,
the Mediterrancan Séa, ate much closer to Europe
and therefore tend to benefit easily from the crumbs

© that spill out of the Europena economic basket.

2.6 Market and Regional Groups

The availability and size of the market still provide a
fundamental guide to industriliasation. The age-old
thesis of Adam Smith that division of labour is con-
strained by the extent of the market, actually reférred
to the specialisation of jobs and skills within the pro-
duction process. In many Developing Countries, the
size of the domestic market is small largely because
per capita incomes are low, There is also a highly
skewed pattern of income distribution which does not
benefit the relatively lower income eamers, Though
they conslitute a greater percentage of the working
population, this group receives less spendable money.

Ironically, the relatively larger population size of the
Developing World constitutes a ter market av-
enue for the manufacturing and g:.%m: products of
the advanced and industrialised countries. In 1979,
there were 3,245 million people in the Developing
Counlrics as compared o 671 million in the advanced

1 | Journal of the University of Bicinee and Techmology, Kumesi Februanslune 1997 Volume 17 MNumbers | & 2



industrialised countries [ 18], The respective popula-
tion figures for 1990 werc 4,145 8 million and 8164
million for the Developing and Deveioped Countrics.
and the projections for the year 2030 are 7,441 mil-
lion and 919 million for the Developing and Devel-
oped Countries in that order [19],  Thus between
1990 and the year 2030, the population of the devel-
oping world will grow by more than 3 billion, and
industrial output and energy as well as food produc-
tion will have to merease several fold especially i

the developing countries in order to maintain the
population pyessure. [t is thus assumied that if there
are inc manufacturing and ndustrial activilies

within the group, developing countries can ubilise thar
potential market size, and hence effective market de-
mand to advantage.

Alreacy, stepwise efforts at economic as well as po-
litical integration i Developing Countries are being
pursued,  Existing Regional Co-operations include
the Economic Comununity of West African Statcs
(ECOWAS), the Southern African Developmicn
Community (SADC}) and the MAGHREB Group, all
in Africa. In Latin America, there 15 the Latin
America Integration Association (LAIA), the Latin
American Free Trade Arca (LAFTA) and the
Carribean Economic Community {(CARICOM)
There is also the Association of South East Asian
Mations (ASEAN) in Asia. Regional grouping like
the Afro-Canbbean-Pacific Group (ACP), and e
Orgamisation of Petroleum Exporting Countrics
(OPEC) have been implicitly patterned to neutralise
the trade and econpmic exploits of the industralised
countries in the European Community, North America
and Japan, In very reccot umes, a group of eight
Developing Countries, including Migeria, has consti-
tuted itself imo the DY Group 1o counter e umilai-
eral policies and cxploits of the G7 Group of the De-
veloped World.

Thus, given the extent and size of the market, the re-
gional economic co-operations in Duveloping Coun-
tries can trigger an expansion in large scale manufac-
turing and industnial activities, with implication, for
trade creation and trade diversion. In the former case,
countries with higher cost sources of production will
be replaced by those with Jower sources of produc-
tion via changes in tanffs, quotas and other trade re-
snictions.

K is also worthy of note that under the existing order,
the Trans-National Companies (TNC) which origi-
nase from the industralised countrics have “discoy-
ered” and used the so called Newly Industrialiscd
Countries (NIC) like Singapore, Hong Kong, Taiwan
and South Korea and recently Malaysia, Thailand and
Indonesia, as cheap platforms for exporting manu-

factured goods to the rest of the world. Cheap, be-
cause the TNC offers low wages and utilises the lo-
cally available and regimented labour force in these
countries 1o gain competiveness in the world market.

Compared to the economies of Sub-Saharan Afnca,
there is no doubt, however that the Newly
Industrialised Countrics (NIC) of Asia have succeeded
in their import substitution and ¢xport-criented
industrialisation stratesny  But the pont must be made
that within the MIC group, basic dispanties ¢xst as
regards the degree of political stability, the effeets
duc o fragile nature of pnimary comniodity market,
the degree of cheap labour and the extent of auioma-
tion i manufacturing activitcs aimang others It is
therefore entically important to b country-specific
when comparing the industrial capabilitics of Sub-
Saharan Africa for vxamphe with the Newls
lndustriahsed eountries (17)

& THE INDUSTRIAL CHALLEMNGE

31ja) The Need for Agriculiurel Expansion

Severaltheses  hase  been  advanced  oR
adustrialisation and development of the Developing
Countries The two basic and relovant theses are
those propounded by Arthur Lewss (1954) and Pawl
Prehish (1964} (also asscoiated with Singer) [ 14]

Arthur Lowss percerved a classical two-sector devel-
apment model which emphasised thal agriculiure
should be developed by wirtue of e natural charac-
teristic of Less-Developed Countries. as a means L0
chart a smooth transition (o ndustrialisabon.  Agn-
culture essentially provides food for the population
and 1t also provides raw materials to foed local -
dustrics. 1t was argued that in both circumstances, a
sizeable level of income am! employment could ac-
crue 1o cach seetor, and cause addional expansion
w mane facturing and industnial activities.

The Prebish-Singer thesis orginaily provided the ra-
tionale for Latin Amenca's effort at industrialisation,
Disoriented by the secular docline in terms of trade
of their primary products, the Latin Amenca coun-
tries embarked on an import restriction policy through
import substitution. Though one cannot claim a com-
plete success, the import substitution strategy was able
to reduce the deep depression in Latin America’s com-
maodity exports and hence its Balancs of Payment en-
ses at least to some degree o more recent Wimes,
Latin American Countries are faced with the chal-
lenge of how to recover sustanable growth, and have
identified specific and logical stages, namely, the
macrocconomic stability phase, the phase of incen-
tive svstem and liberalisativn and investment resto-
ration phase  Patromising the logical scquence of
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mmﬂmﬁmw&mgb’{l#]m]omr
&un::mul debt burden of these countries,

J‘lu general, import substitution as a direct policy of
‘industrialisation for Developing Countries failed in
ihe past because factor inputs like capital, raw mate-
ridls and skilled labour {including eatrepreneurship)
had to be imported.  The direct result was that pro-
duction costs escalated and product prices also went
Up creating non-competitivencss besides poor prod-
uct quality.  The unstable political featuie n some
part of the Developing World, especially Sub-Saharan
Africa, and the prevalent socio-culturai |mpx.r.:.uws
‘in these countries do not encourage a successful agri-
cultural and hence industrial development.  Accord-
ing to FAQ sources, the per capita food production in
the Sub-Saharan African region foll by 12% buiwoen
1961 and 1995, (1900 = LUD). whilst an mwercase of
% was recorded for the Doveloping Countries of
Asta [13],  Fhe great challenge w mdustnialization
w Sub-Sahran Afrca for esougle, s for the region
o step up s food and raw nuterial production, Lo
feed the peaple and to provide the inputs, including
babour, neaded for wwustoal expansion.

3 k)

Historically, the pace at wluch the industrial coun-
trics developed was faster than their rate of
urhanisation. For mstance, in 1870 Germany, |2%
of the papulation lived hy citice (defined at the time
iz 20,000 inhabitants and maore) whiist 30% of the
people were engaged in manufacturing actvitics | 16).
But the reverse is true for the Developing Countries
af woday, where the rate of urbanisation has outpaced
the rate of industrialisation. The records show that
m 1990, Brazil had over 71% of its population living
murban areas (defined as 500,600 and more inhabit-
s}, but only 20% of Brazillians were engaged in

he manufacturing sector {16].

wmmwwmmmc
mmmmﬂpum in developing coun-
7ies ought to be biased with a substantial labour us-
ng content. Thus, an appropriate policy will be to
mgage more idle urban labour (which can be trained
wiere possible) into industrial production, and to de-
ist from the existing practice whereby manufactur-
0§ eaterprises utilise capital intensive technigues re-

ulting in & more urban unemployment problem,

l2(s) Size, Time Dimension and Related Issues

‘erhaps the greatest challenge for industrialisation
n Developing Countries is enshrined in the dimen-
ions of time aud size.  To resolve the host of con-
traints facing indusinialisation efforts in developing
‘ountrics, one must be able to specify the appropri-

Labour-Using Biss Industrialisation

ate industrial size - either a large scale production or
a medium scale production or a small scale produc-

fion,

The large (mass) production system is usually
patronised by the state, and has been pursued by many
Developing Countrics, not without difficulties. - It 1s
ngid, highly costly, incfficient and often entails a Jow
capacity utilisation problems, Since it is rigid, a large
size production enterprise is not the ideal size for flex-
ible mnovation. On the contrary, the small and me-
dium size manufacturing units are relatively less
costly to operate; and they provide the ideal size for
continuous innovation. The small and medium size
enterprises are thus more efficient and tend to adapt
easily to changes in machine design, appropriate tech-
nology, market product and raw materials, In addi-
tion, small manufacturing units in particular-are ca-
pable of producing flexible as well as specialised
products and therefore benefit from a ‘niche’ in the
markel. The challenge to Developing Countries, es-
pecially Sub-Saharan African countries, is for them
w examine the policy choice and implications of the
flexible and specialised small and medium size pro-
duction units, in terms of -appropriate. technology
transfer, resource and capacity utilisation, product

pricing and niche marketing.

Apart from the size dimension, the time frame deter-
minalion also poses an important challenge to
industrialisation in Developing Countrics.,  Admit-
tedly, the process of industrialisation takes time to be
sustained, and the long term objective of the fim is
growth and development oriented in contrast to the
short-run profit maximisation goal. Yet short-run
realistic industrial goals can be set on a regular and
revised basis, to regulate the industrialisation process,

This approach is considered much more usefui and
progressive than the situation at present which regards
industrialisation as a long term development strategy,
and which has not achieved any remarkable success
given the constraints posed by the existing world eco-
nomue order.

In the very past, for example, the national agitators
for political Independence in Africa were sick and
tried of the long years of economic exploitation and
humiliation that their countrics {colonies) and people
were subjected to, which made them oothing but
“hewers of wood and drawers of water.” The imme-
diate post-lndependence Africa thus witnessed an
cager and urgent drive to industrialise, irrespective
of the time frame, by investing in large scale state
industrial enterprises.  But this was not beneficial in
that global industrialisation efforts hastily emmphasised
the manufacturing of consumer goods in such a way
that the greater proportion of the income and employ-
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ment effects due to the global industrial activity did
not accrue 1o the Developing Economies which paid
for the bulk of the final products in the world market.
The essential point is that the long-term perception
of industrialisation for Developing Countries must
change: and short-térm industrial pursuits which com-
bine with medium or small operations must be
patronised for a successful industrialisation in De-

It is also noted that Developing Countries’ industri-
alization efforts have been based more on light manu-
facturing activities like food processing and less on
heavy industries. The result is that the impact due to
the transfer of skills to the Developing World have
beca marginal. Thus Developing Countries need o
focus on expanding industrial activities that are ap-
propriate, in terms of being unwieldy, flexible, effi-
cient and beneficial. This should be more so espe-
cially when the Net Resource Transfer (NRT), which
is the balance of goods and non-factor services, as a

ion of the GNP, consistently indicates an in-
creasing transfer from Developing Countries to the
advanced industrial sconomies. It is recorded, for

that betweoen 1970 and 1942, resource trans-
fior from the Developing Countries to the Advanced
Countrics, a1 2 ion of the GNP of the former
was 0.15%. The ratio increased to 0.451 between
1983 and 1994 [16]. The net outward resource trans-
fer for the Sub-Saharan African region was rather
negative, indicating net resource inflow. As shown
in Table 1, the NRT-GNP ratio for Sub-Saharan Af-
rica Tose from 3.4% in the early 1970s to 7.3% for
the 1983-1994 period,

TABLE 1 :THE NRT-GDP RATIO (IN PER
CENTAGES) FOR DEVELOFPING
COUNTRIES, AFRICA AND SUB-
SAHARAN AFRICA, 1970-1994

FERICD DEVELOFING AFRICA SUB-SAHARAN
COUNTRIES AFRICA

197072 .04 18 .14

187482 o7 g1 i1

1se3-68 03 a4 1.3

!H‘I-‘M* o8 £l 1.3

SOURCE: Compiled from World Econgmic

Qutlogk IMF Staff Survey April
1989),p. 46 and Smfmim] Appendix.

*IMF Staff projections (A positive ratio iepresents
resource transfer from the Less Developed to the
Advanced Industrial Creditors).

To a large extent, the repayment of external loans es-
pecially for heavily indebted couftries like Brazil,
Nigenia, Mexico and Cote d’Ivoire partly accounted
for the outward resource transfer for the Developing
Countries as a group. But for Africa, and especially
Sub-Saharan Africa, the net resource inflows were
essentially due to the high level of official Develop-
ment Assistance (ODA) programmes for the territory.

Both cases however indicate an imminent need for
an appropriate industrialisation strategy in Develop-
ing Countries to utilise capital and other resource
inflow in order to promote industrialization. The main
challenge here is how to monitor resource iransfers
and movements between developed and developing
countries to benefit the latter's industrialization ob-
jective,

The challenge to industrialization in Developing
Countries is also evident in the group’s relative dis-
advantage position compared to the Advasiced Indus-
trial economies in key economic areas. For example,
whereas the Industrialised Countrics have been re-
porting stable volume of imports, snaller rates of in-
flation (and hence relative price stability) and near
stable real per capita income, the Developing World
is saddled with higher rate of inflation, deteriorating
real per capita income and a decline in its proportion
of the volume of world output.  These observations
are illustrated in Table 2 for the 1971-1980 period.

TABLE 2: SELECTED STATISTICS FOR

DEVELOPING COUNTRIES AND
THE ADVANCED INDUSTRIAL-
ISED COUNTRIES
FERIOD & GROUP 1471-1580 1581-1950
ITEM
Developley Industvialisad Devaloping |nduetriclised
:
Vohun ol Exports
{Av.Aamual %Chasge) 35 63 ) 7
Yoluma of Lyports g2 5 30 58
{Av. Aanual % Chargs}
World Dutput
(Av. Aopioal %Chasge) 55 32 13 29
Tndlatisn Fisle
{Av, of Conamer Price
Chasge in %) s 87 Bl 47
sl pr Capikal GDF
{Growh in'% i 1] 2
Source;  Compiled from World Economic Qutlock
[IMF Staff Survey Statistical Appendix],
Ociober , 1935,
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*Based on World Bank Development
report (1992), and valued for 1980-19%0

3.2.(b) Health Hazards and Environmental
Challenges

Like the developed world, industrialisation in some
Developing Countries have begun to create health and
-environmental . These include water sup-

ply contamination and air pollution in the Develop-

ing Countries in addition to toxic waste disposals
dumped into Developing Countries by industrial gi-
‘ants from the Developed Countries.

In Mexico city, for example, it is claimed that 70% of
the children have by the standard of the World Health
Organisation (WHO) abnormally high-blood level of
‘lead as a result of high industrial activity [16]. ltis
significant to note that the health complications due
to industrial pollution in Developing Countries, tend
to compound the socio-economic plight in these coun-
tries where poor nutrition, general ill health and gen-
eral poverty are already prevalent.

With the appropriate policy choices, however, De-
veloping Countries can achieve better environmen-
tal protection such as clean air and clean water sup-
ply in the urbanised and industrialised centres, and
thus help towards the elimination of squalor and acute
poverty, Government policy will thus have to aim at
removing subsidies given to government industrial
establishmeats which cause excessive pollution of the
environment. The governments of Developing Coun-
tries must also clarify the rights and codes on indus-
tnial activities especially in the private sector so that
the producess of poliution pay heavy penalties or fines.
In other words, governments will need to curtail the
. powers of vested private interests and hold irrespon-
sible industrialists accountable. It is also important
‘o involve the advanced industnialised countries and
make them assume primary responsibility in address-
ing the global enviroamental problem of which the
Advanced Industrialised world are the primary cause.

3.3 Appropriate Policy and Institutional Commit-
ment

One must emphasise that appropriate policy choices
and commitment to policies can help redress the limi-
tations to industrialisation in Developing Countries.

First, Developing Couniries need to embark on the
increased export promotion policy in order to achieve
3 positive balance in their Balance of Payments (BOP)
accounts, Tt must be mentioned, though, that the BOP
crises and the concomitant international indebtedness

are problems not oaly commoa to Coun-
tries. For example, between 1981 and 1990, both
the Developing and Developed Countries expenienced
deficits in their BOP curreat accounts, averaging 29.7
billion US dollars and 43.5 billion US dollars respec-
tively (8b). In fact the deficit was higher in the De-
veloped Countries. For the same period (198 1-1990),
tries external debt was about 33% of their GDP, and
approximately 13% of their export value (8b). In
other words, the external debt accounted for all the
expart value of Developing Countries, plus an addi-
tional amount of approximately one-third of the value
of exports, which had to be found elsewhere if the
exiemal debt should be fully repaid.

There is thus the need to increase total output, in-
cluding industrial output, in Developing Countries es-
pecially since production performance has fallen in
recent decades (See Table 2),

It is also noted that whilst the world prices of pri-
mary products like cocoa, coffee and copper have
generally declined, the cost of machinery, equipment
and lechnology have risen. Thus, industrial estab-
lishmeats, including agro-based industries, have to
adopt cost savings techniques by way of reducing the
physical capital content of production in favour of
human labour, as a short-term measure.

Diversification policies can also be pursued with in-
stitutional backing and commitment. The period
1981-1990 for example, was declared by the United
Mations: Economic Commission for Africa (ECA) as
the Industrial Development, Decade for Africa
(IDDA), by focussing on the extent to which the in-
dustrial sector could achieve economic: growth in
Africa. The period 1991-2000 was also set aside by
the ECA as the second IDDA to examine specific is-
sues related to development of entrepreneusship,
cal capabilities among other industrial initiative [3].

Another institutional policy effort is the Lagos Plan
of Action which was targeted to the industrial devel-
opmient of Third World countries as a whole. The
Africa Priority Programme for Economic Recovery
(APPER) for the 1986-1990 period also sought to

reduce external debt and raise agricultural suppert
for Africa, whilst the IMF and World Bank have ba-
sically supported Structural Adjustment Facility
(SAF) and its Enhanced Counterpart (ESAF) towards
addressing the particular nesds of African countries.
Generally, the facility is seeking to encourage cur-
rency devaluation explicitly or implicitly and to set
Developing Countnes on economic and political
liberalisation courses [4].
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In Ghana the Structural Adjustment Programme
{SAP) has been used to divest the economy by par-
tially or fully disengaging the public or state enter-
prises in favour of privatisation.

In the promotion of small scale private business in
Ghana, the National Board for Small-Scale Industries
(NBSST) has played a vital role in the area of textiles
and leather products, cil extraction, coconut fibre
products, beads amoag others. The NBSSI has as-
sisted small-pcale manufacturing wnits by mobilising
funds for their operation, and by developing the co-
trepreneurial, managerial and technical skills and ca-
pabilities of the small-scale industrialists. As already
anphasized in this paper, it is the small and medium
size manufacturing units which can provide the flex-
ibility, the efficiency and hence profitability that De-
veloping Countries need for their industrialisation pro-
grammes.

Outside Africa, there are intemational, regional and
national ingtitutional policy sfforts which address the
problem of industrialisation in Asia, Latin America
and other Developing Countries. Also the economic
and political developments towards restructuring of
the Eastern European Countries, and the disintegra-
tiom of the former Soviet Union into the Commeon-
wealth of Independent States (C18), are on-going pro-
cesses which can Bberate these societies of their es-
sential basic rights and privileges, and thus affect glo-
bal industrial and economic relations.

4, CONCLUSION

This paper has identified some of the key constraints
which militate against successful industrialization in
Developing Countries. Besides colonial legacy as a
factor, there are problems due to poor and inadequate
infrastructure; there are basic input resource con-
straints and market limitations.

Even in situations where industrial units have casy
mdmdymmmebasicinpm,ﬂnmhmiogy
used may ot be appropriate, and therefore a produc-
tive management style may be non-existent.

As 3 matter of challenge, industrialisation in Devel-
mmmmmmhmpﬁmﬁm
or scale of operation. In this case, it is suggested
that the industrial unit must be of smaller or medium
size to ensure Bexibilicy, efficiency and profitability
Mwnﬁdmmﬁﬁﬁﬁuwﬂw
standardization and unwieldy management associated
with large scale industrial production. Alsp, times
have changed, and the long-term perception of
industriiasation regarded by Developing Countries,
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will have to give way to short and medium term
dustrial policy objectives in order to derive adh
able and rapid results,

Given the gereral notion that the rich countries
rich because they are industrialised, and that p
countries are poor because they are not industr
Developing Countries need to increase their R&D
S&T expenditure ratios (to the GDP) to help &
develop their human and material resource capal
ties. But more important, the improved reso
must not be placed at the convenience of the alre
Developed Countries. [n other words, the brain &
into the Advanced Industrialised Countries from
Developing Countries must be discouraged.
skitled labour in the latter thus requires adequats
centives and remuncration to keep it within the
mestic setting so as realise its contribution to i
trial and economic development

Finally, it is suggested that Developing Countriest
embrace and promote the concept of *Business N
sionaries’. This is the idea of giving new shilk
the *old hands’; and allows cld and retired pes
with a wealth of accumulated experience in busi
and technical know-how to be re-eagaged, loc

s R ST R b o A i

GRETRER T L

1 il

manenily post-retirement.  Similar arrangements
ist in the Industrialised Countries in the form of
British Executive Services Overseas (BESO) in B
ain and the International Executive Services Con
ration (IESC) in the United States of America. T
industrialisation process in Developing Countries 44
also benefit from the above arrangement. ;
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