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Introduction
S S e S S

The term of jndustrialization is commonly used to note for the

implemtation of naew industries and the expansion of existing onesa

ConsidCring the case of the developing countries, the subject
of industrialization has been received great importance from those

who are interested in the field of economic thoughts

Discussion on this subject have taken a relatively long time.
They started by stressing on the structure of manufacturing industries
and how far a suggested structure influences the social and economic
conditions of the developing countries. The choice of the production
technique aresed and received an increasing importance in the recently

economic literature.

Many economic writers who dealt with the above two nentioned
subjects ceme to certain conclusions and advised the developing coun—
tries to follow their recommondations. The latters are, sonetimes,
based on the basis of a theoretical and mathematical models, sSome
times. on the basis of experiences derived from the conditions of
the presently industrialized countries. In most instances, those
arguments do not lack any consistency in their theoretical or mathe-
matical basis.. The resson, on one hand, is that they are supported
by prevailing experiences of the developed countries. On the other
hand, methematical models based on certeain numerical assumptions
treat the problem without taking into account fact that the success
of industrialization depends on the role played by living labour which
in itself is governed by how far industrialization contributes effec-

tively towards satisfying its needs.

4n examination of the arguments relating to the above mentioned
two problens implies a deep analysis of numerous problems connected
with them, which is hardly done in this papere.



Thus, the purpose of the present paper is to give some con-
clusions relating to certain problems connected with the foregoing
mentioned two problems which are examined in the authoris Ph.D.
dissertatisn - after developing them — submitted t5 the €entral
School of planning and Statistics in Warsaw, 1973.

It has to be noted that, the aather hopes to deal with the
remaining ones after developing them. Thus, the door for further
discussion of this subjeot is open,
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I. Some Factors Calling for Industrializations

1. Primary exports and its implications to Developing countries

One of the main features of developing countries is the heavy
reliance on frimary cxportse While, in the year 1913 the developing
wountiries who obtained more than 50w o0f their export receipts were no
more than nineteen countries, in 1959-61 there were no less than
twonty eight .doveloping countrias who' get morc than 60% of.thelr .*

cxport procecds frou threc coumoditics, 2

The heavy dependence of developing countries on few major
primary commodities is highly ever to provide them with a satisfac-
tory basis of coantinuous economic growth because of the following

reasonsi-

a) The slow growth of exports &3

The slow growth of exports has becn resulted from several
factors, the most important among which are: a) there are series
of innovations taking place in the highly industrialized countries
which caused the demand for raw materials to diverge'from the general
level of activity. -b) in most developed countries, substantial
part of exports is cerried out under a heavy policy of export subs—
idies. ¢) The prevalance of U.S.A. as a major world eiporter of
primary commodities hs bsen depressed the expans1on of compe ing
primary exports produced by developlng countriess Other than export
subsidies, substainticl quantlties of U.S.A. farm products are sold
under the export credit sales prograra of the commodity co-operation,
PL 480, A sizable part of shipments under this law went to Europe.
d) In the industrialized countries there is a considerable increase
in the relative 1mportance of indlstrics producing chem:cales and

metal productse. While the relatlve importance of *ndustrles whlch



are characterized by a relatively high shares of raw material inputs
in final product, such as textiles, clothing, lather, ... etc, went
on showing a considerable decline, e) Most developing countries
have favoured the expansioniof their own primary activities behind
protéctive w§lls through the imposition of commerical policiese.
Others have élso leaved internal fiscal changes which have tended to
restr the consumption several commodities produced largely by

developing countries.

" b) The deterioration in the terms of trade

Developing countries are suffering a great loss in then exe
port receipts due to losses in then terms of trade., This i;, not
only, because of the sharp rise in the prices of then imports of
manufactured products accompanied by a considerable decline in the
prices of primary exports of primary commodities. But also, due
to the rise in prices of agridulﬁural food products exported by
by developed countries, as against a decline or, with an‘ﬁnequale
rise in the prices of agricultural food products produced by develop-
ing countries. In most cases losses in the terms of trade of deve—
loping countries have coﬁpénsate&-fhe inflow of foreign'loans and
aids to them.

¢) The Fluctuations in the export proceeds

The prices of raw materials are subject to heavy fluctuations
in world market than the prices of manufactured products. Tpe reason
is, the production factors engaged in producing primary products are
not easily adjusted to the fluctuations in world demand, A rise in
world prices of a certain commodity may cause an optimistic attitude
among producers to increase their demestic production. On the other
hand, if the prices of these commodities go down absolutely or rela-
tively producers may not be able to give up production within a short
time. Changes in weather conditions and crop diseases almostly
cause random movements in yield of cultivated area. Lathers may be

fialling short of or being large for world demand at the prevqiling



prices. The prices of raw materal - are sensitive to incidental

fluctuations, The pidgces of raw material exports are sensitive to
incidental fluctuatidonss The vell Lnown exanples were those connecte

with the Forean boon and Suez crises;

Where the programmes for economic development by the developing
countriss require that there must be a sufficient and steady flow of
foreign exhange to finance the growing imports of capital goeds, raw
materials, semi-nemufactived, etc., rroceeds of primary exports are
highly ever to provide a satisfactory basis of continuous development

for these countries.

2) Per Capita Income

Per capita income is almostly used as a good yardstick in determining
living standards of population, The peesent day evidence demonstiates
that, there is a strong relationship between per capita income and the

degree of industrializatien,

4) The latter is measured by two indicators namely a) the dectoral
origin of gross domestic product.b) the distribution of econnomical ly

active population.

With regards to the former, in developing countries agricultural
production accounts for 22 to 65 percent of total domestic output,
while manafactaring industry contributes only about 15 to 21 percent.
By contrast, in developed countries, these proportions are giute t@e
reverse, manfacturing industry amounts 31% to 41%, while agriéﬁlturé
add only 3% to 13%.

As for as the distrbution of economically active population among
economic activities is considered, in the great majority of the developing

countries more than so percent is engaged in agricultural sector,



While the proportion of those attached to manufacturing industry cocs

not exceed 12 per cent.

The two mentioned factors demoncstiate the bact that, low per capita
income and a low degree of industrialization can, for all practical
purposes, be taken as a co-cxisting phenomcnaﬁx) The reasons for this

are numerous, the wost important of which are the following:

a) The procductivity of labour in agriculiural seetor is much lower
than in manufacturing scector.

b) Low labour productivity in agriculture is due, on one land, to

the lack of manufactured goods which would scrve as incentive goods

to farmers and primary producers to rationalize production and increase
productivity‘. On the other hand, it is due to the existance of
disguised unemployment in this sector,

¢) The deterioration in the terms of trade of the developing countries
is anather.factor responsible for low levels of living sﬁandards of
population. This is so becnruse 2 rise in national income of déveloping
countries need not necessarily lead to an improvement in the economic
situation of the population since a considerable part of the additional
value produced is sized by foreign countries, and very frequently the

most advancad.! %)

%) R.B. Helfgott and 8. Schiavo~Canpo, 41 Tntroduction to Industrial
Planning, in, Industrialization ind Productivity Bulletin, no. 16,
U.N.y New York 1970, u.6.

&) Ibia, P, T

=) J,N owichi, Development theory of the less wdvanced Bcononies,
The centrol school of Planning 4nd Statistics(Teaching Material
Vol..), Yarsawa, 1969, pp. 0, 71



3) The Problem of Employment

Most developing countries arc facing an acute problem of emplovment
This is due, firstly to the supply of labour force.
In most developdng countries, birth and death rates 2re the stiategic
factors in deternmi the growth rate of the supply of labour.
The countries under investigation are characterised by high lirth rates.
In the yecar 1966 brith rate was 4.1% in 4. R.E. while in France, Italy,

Jopan and poland this rate was about 18% 2.0%, 1l.4% and 1.7%, respectively

The death rate, on the &ther hund, is a function of nedicnl hnowledg
ard technique and of the degree in which they are being used by the
population, of nutrition, accomodation and sanitary conditione.!

Despite the fact that, the overall socio-—economei cultural conditions
of the developing countries moke death rotes much higher than those
in the devecloped countriesz %) lost years indicated a remarkable
decrease in this rates. Thus, with the birth rates are remaining
high, a2 reduction in death raotes results in high growth rates of

labour supply.

Secondly, agricultural sedtor is unable to create a sufficient
nunber of employment opportunities becuuse of the limits induced by
the law of the uptimum comlination of the factoral proportions and the

prevolent conditisns on world market of primary commodities.

) Ibid, p. 32.

= ) The corrsponding rates of the five countries stated akoue in the
soime nentioned year wer zbout 1.5%, l.1% 1.0% 0.7% and 0.7%,
respectively.



In the light of whot has been stated before, ene can say that,
the ultimate good of industrialization is to realize the following:

a~ Solving the acute problem of unBmployment.

b~ Raising the living standards of the ropulations thnough
per capita consumption.

¢) Balancing the balance of payment, or inducing a significant
changes in order to alleviate the prevailing chronick
defecit, This has to be realize! ofter considering the

requirements. of economic development,
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Il Patterns of Industrialization and Labour Productivity:

Most developing countries have low rates of accumulation.
The secular relationship starts from the low income level to a
limited capacity to save, hence to a shortage of capital, and so to
low productivity. This circle emphasizes the fact that the capacity
of developing countries to accumulate depends on initial increase in
productivity and real income voecause tic prevailing levels are too

dlow to permit.any sigpificant mergin of saving.

The roots of the device favouring the earlier development of
producers industries go far to the argument which deals with the
relationship between the degree of the capitdl intensity of invest-—
ment and labour productivity according to this argument, the higher
is the degree of the capital intensity of investument, the higher
will be the labour productivity. As a rule, most producers indust-
ries belong to this type of high degree of capital intensive forms
of investment, Thus, the earlier develeopment of these industries
bring about high levels of labour productivity than consumers in-
dustries would. This helps increasing rates of accumulation, hence
growth of income which in turn leads to an increase in real per

capita income, and so to higher rate of accumulation.

In view of this, it is nmentioned that, despite producers
industries have an immediate minor effect towards increasing living
standards of population and alleviating the acute problem of un-—
employment, it is the best if the long run horizon gains - measured
in terms of employment and real increase in living standards of

population ~ are considered.

Based on the experience of many developing countries - in-
cluding A.R,E. — the above mentioned argument could not prove
itself, The failure of such a device is due to the fact that, it

is carried out on the basis of a singular factor which might be
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called the pure technical factor derivsd frow the experience of
present day indusirialized countries and neglect various significant
factors influencing labour productivity, the most important of which
are the fcllowings y

A) Health conditions,

B) The supply of Labcur.

A) Health conditions

This factor includes physical conditions of workers and

medical care extended to them.

The physical welfare of workers helps, not only reducing the
nuzber of working days lost on account of sickness, but also contri-
butes effectively towards increasing their general efficiency at all
working times. In this respect, the followings have to be emphasized.

a) The failure of most developing countries to reap immediate
benefits of higher degree of capital intensity of investment in terus
of higher labour productivity is due in part to the fact that workers
are unadequetedly fed, Where the physical conditions of workers
vary enormously between developing and developed countries, it is
found that workers in developing countries achieve only a fraction
of the daily output of developed country's worker with the siwilar
equipncnt, even in jobs requiring no special industrial skill,

b) The widely varying nature of the two manufacturing in-
dustries as to working conditions, and to required physical condit-
ions of workers also go far to explain the existing differences in
labour productivity in develdping countries,

¢) In most producers industries, production processes are
done under unpleasant working conditions, This would induce a
deleterious effect on efficiency of workers, unless they are adeq-
uetedly fed to raise their physical resistence against those un-
pleasant coanditicas, The prevailing very modest level of quanti-
ties and qualities of per worker food consumption relating to the

required minimum level of workers needs would seriously prevent
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labour productivity to attain a satisfactory level as compained with
developed countries or with installed capacity of employed ..iachines.
Thus, it is of urgent necessity to improve, firstly, living standards
of population. This gives supports for the earlier developuent of
consuners industries. In other words, the development of consumers
industries helps increasing living standards of population which in

turn create the basis for the development of producers industries,

Extended medical care 1s another factor which plays a signi-
ficant role in determining levels of labour productivitye. The rela-—
tive importance of this factor varies from industry to another, and

depends on the nature of working couditions.

In most producers industries, the risk of accupational
disease because of exXposure, taxis dusts and gases is quite high.
This entails providing production units with a sufficient number of
specialist stuff of physicians, nurses, labouratory technicians,
dentists, radio grapher, ... etc. Facts denote that most bresent
day developing countries, mainly those at the initial stage of in-
dustrialization, are facing an acute shortage of these specialists,
i.e. the available number of these specialists is not sufficient to

corpe with the increasing requirements of these industries.

B) The supply of labour force,

The efficiency of investment outlay - as measured in terms
of labour productivity - clearly depenus on the available supply of
labour in relation to the requirements which are expected to arise
from its intensity. This factor includes managers, technicians,

foremen, and skilled workers.

Higher degree of capital intensity of investment requires
large qualified mumbers of the above mentioned categories, if
labour productivity has to attain a satisfactory level. The

reasons are numerous and includes the following:
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a) Production processes of most producers industries zuo
complox. Wherc industrial enterprisc beconss lerger and proc:isses
are complex, spec 2list tasks such as quality control, work siudy
and produciion engineering are undertaken by scparate departmouls,
Due to the amnlgamation of the factory into a single somplex un’i,
line relatlor+hip will have to bo ruplac.i by Zurther functional
ones, and poor cc—operation between depariments and¥erpire building“
will no longer be acceptable. Also, heav'er capital investmen: will
require large fixed outputs for profitabic opera*tions and inflexiblo
manufaciuring facilities, consequent on wmoechanization will call for

A A X
a smaller margin of managerial error.

b) In most producers industriocs, the factory comprises
various seperatec production units, each unit includes a large numbc»
of parts, and each part deals with specefic production process,

The naturc of the product produced by these industries is subject
to chemical and firing processes, Under these conditions, produzers
industries require the existence of a large number of qualified
‘maintenance workers and engineering staff capable of well under-
standing the complieated basis of employed machines.

¢) Since producers industries require large number of skillad
workors, te-hnieians, and engineering, there should be a correspond~
ing sufficient number of foremen to deal successfully with these
different classes of skilled personnel and with each technical
emergency.

Facts derived from devsloping countries - mainly those a%
the initial stage of industrialization - indicate that they are
suffering an acute shortage of the adequa%e supply of labour force.
This explains, firstly, the failure of producers industries to
realize any satisfactory level of labour productivity as compaired

—

x) Ju.D. Rod®ord & D.B. Richardson, The Management of Production,
Machmillan & Co Ltd. Hew York’ 1968| P.P. ?.8.




