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The Inner Logic of Industrial Development Strategy Selection:

An Analytical Framework Based on the Evolution of Connection
HU Leming and YANG Hutao

( University of Chinese Academy of Social Sciences; Institute of Economics Chinese Academy of Social Sciences)
Summary: The choice of industrial development strategy relies on the judgment of industrial characteristics and their
evolutionary trends. For a long time manufacturing has been regarded as the engine or support of economic development
because it has industrial characteristics that the service industries cannot have such as economies of scale tradability and
technology spillover. However there has been a lack of explanation for how such differences in industrial characteristics are
formed and why the industrial characteristics of manufacturing and service industries have started to converge and integrate
again under the influence of the information communication technology ( ICT) revolution. We believe that the obvious
difference between the industrial characteristics of traditional manufacturing and service industries as well as the
convergence of the industrial characteristics of modern manufacturing and service industries are closely related to the
development of connection technology and the resulting changes in the connection between the production and distribution
processes. From the theoretical analysis division of labor as an independent process of production links and sectors and
connection are two aspects of the same process; and specialization and scale effect brought by division of labor can be
realized only with the effective guarantee of connection. When the division of labor manifests itself in the spatial and
temporal unblinding of the production process the connection is the basis for ensuring the integrity of the product or service
process after the spatial and temporal unblinding of the production chain. Therefore any economic effect of spatio-temporal
unblinding such as economies of scale efficiency and tradability requires the existence of a corresponding connection.
Therefore connection has not only physical but also economic implications. There are two types of connections namely
real tangible and physical connections and virtual and intangible information connections. When the physical connections
in the machine system increase to further deepen the division of labor they will also further stimulate the need for
information connections to cope with the uncertainty in the management and distribution processes. From the development of
industrial history the reason why traditional manufacturing has different characteristics from traditional service industry is
not only that machines can be used but also that new intra-enterprise division of labor and social division of labor can be
formed through the development of intra-machine system connection. From direct drive to unit drive and mechatronics the
change of physical connection within the machine system plays a decisive role in dividing quantifying and reorganizing the
labor process which is the deep reason for the decomposition of the production chain and thus the characteristics of
economies of scale and efficiency in traditional manufacturing. With the rise of the ICT revolution the production and
distribution process of traditional manufacturing has formed a dual connection system of physical connection and information
connection based on digital technology while the connection of some service industries has also been reconstructed through
digital devices thus changing the characteristics of traditional service industries where trading is simultaneously carried out
facetoface at the same place. This has led to the emergence of manufacturing of service and servicification of
manufacturing. The development of a new generation of digital technologies such as Al and 5G technology has further
changed the industrial characteristics of manufacturing and service industries through new connection methods making
manufacturing and service industries not only more convergent in terms of industrial characteristics but also converging in
terms of industrial functions. The new changes in the industrial characteristics of manufacturing and service industries pose
challenge not only to the manufacturing-as-economic engine hypothesis of traditional economic development theory but also
to the choice of industrial development strategies of developing countries. The convergence of the characteristics of
manufacturing industry and service industries caused by the change of connection does not mean the decline of
manufacturing industries’ function of economic development engine nor does it mean that service industry will inevitably
become a new economic support. The choice of a country’ s specific industrial development strategy depends not only on its
existing industrial base and endowment structure but also on its long-term goals of industrialization and modernization. In
terms of the importance of connection Al and 5G technology have become the focus of industrial competition because they
are reshaping the way human society is connected the characteristics of industries and even the development methods and
strategies of individual countries. In the new wave of technological revolution manufacturing industries involving key
connections  especially semiconductors chips computers telecommunication equipment and network facilities are
particularly important for China’ s industrial development strategy.
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