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1. For the various developing nations of the world the present 1s an era of
transition, an age of faith and a time full of werk, hope and promise. However,
from diverse causes, including paucity cf resources - finincial, foreign exchange
and technical - it iz often necessary and compelling for many such countries to
resort to a system ~f pre—plunning and repulation at the carly stage of their Jdo-
valopment. This ensurss that thelr mongr: res urc:s ~re not sguiandercd in unproduc—
tive or comparativaly less productive venturas et thal instead they are utilized

in projects likely tc precvide the maximuam p csible greowth of the econcmy. In

other words, cne of the main purpesas to no sonieved by the above process, 1s Lo
ensure a proper, desirabls and co-crdinated growth, inter alia, 1n the industrial

sactor.

Eatimation of demand

2. However, like most such measures, this one has also its limitations. It will
be realized that all said and done, the demand for a particular product or a
group of products can only te rowghly determined after taking into consideration
various factors applicable 2t that time or wnat could he reasconably fori:seen,

At best therefore, thiz 13 cnly an estimete that can never be mathematically
correct cr aven very precise. [urthermore, even Lf & particular demand cstimate
is reasonably accurate at & particular perind - with the passage of time, becausc
of various changes in the econcmic condition and other related matt:rs - the same
demand 1s unlikely tc substantially hold good in the distant future., And 1f the
domestic demandi frr the product or oroducts in questicn nag fallen off in *he

meantima, thic conditicn will lead to oxcess or unutilized capacity.

Excess capacity

1, The nead for a fuller utilization of this excess or unutilized capacity
cannot be over emphasized and it will ba 1idle to dilate on this. However, on the
question of 3 suitables step in this direction, there dres not apprar to be onc
or two straightf rward sclutions that could be uniformally applied to all cases.
On the contrary, it would appear that eiach such case or a group of allied cases

shoula L - nsiderad s:parately in order ‘o arrive al the best solution,

4. Let us ~ neider the case wher: sxces3 capicity has neocurrad in industries
like the manufactur: »f sugur making plant, cement making rlant, ccal mining

sachinery or coal washery plant., In o case ~f this nature it will at once ve

svident that the installed manufacturing plants must all be general heavy
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rpincering units, having facilities like grey iron foundry, steel foundry,
C ree ghop, machine shep, gear cutting fa~ilities, heat treatment focilities eto,

Jiiersitication of preduction

Y dence one of the appreopriate measures that could be taken in such cases,

ey owell o be to rasort to maxaimuos diversifieation in their production programme,

o

tiglng up one or more of cther alli»d industries, for which there is sufficient

torand in the country at that time and which could be conveniently manufactured
1roneavy engineering workshop, roguiring perhaps cnly installation of some
Paieneing aquipmant. It will als> '« necessary for guch units 2ither te procure
te desigms and drawings for thesce nov 1teme by collaborating with others or by
i lving such desigms and drawings thomselveg 1f they have their own design

Citie.

~e 7o 1llustrate the point, 2 particular manufacturing unit irn India, which
wis triginally set up only for the manufacture of coal-washery plant, but later
~uld net find substantial crdere in this respect, di1d in fact diversify its
mrulacturing activaty very sitisfetorily, with only minor additicons of
taolineing equipment, mnous many s the following lines:

(1) Conveyor: — belt, slut, grovity and scrow

(v) Ceal hundling systom for thormal pewer plants

(c) Sampling systens - primary and secondary crushing and screening of
hulk materials

(d) Pumps, contrifugal
(2) Valves
(£) Foodors and pates

(g) Bins, hoppars and chutes

(h) Gears, puileys and sprockets

(1) Screone and screcn plates

()) Dryers

(k) Structural ste:l fabrieation work

(1) Lime recevery plant : S

(m) Ccal preressing olant

(n; Mangancs: re nodulizing plant

(o) Carben paste plant, and

(p) Special ccking plant
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7. It may also be observed in this connexion, that this is not an isclated
instanca. In faci, o very large number of similar heavy engincering units in
our country have algo resorted to the precedure of maximum diversification of
their production, in order te ichieve fuller utilization of their installed

capacity.

Where diversification is not aon Appropriate answer

8. However, a solution by wey of diversification cannct bear fruit where the
instillad aanafacturing plint 1o 2 speciclined eney e.£. plant for the manuface
ture of high pressure gas cyvlinderz or 1 bolt/nut manufucturing plant or a drum
and contiiner manufacturing plunt., e such plints wmd alse for the earlier
types of industries (tesides diversification) several other measures, embodying
mutual sssistince between the difforent developing countrices, rescrting inter
alia to bilateral trade arrangements, establishment of joint venturcs in third

countries 2te, would appear t¢ meet the needs of the situation,

Bilateral trade

9. These stops ought te go 1 long wiy tc secure u fuller utilization of excess
capacity by way of 2xpori, For inston 3y let us assume that developing country A
has substantizl oxcoges capacity foer production of high pressure gas cylinders,
which its internzl requirement cannot fully consume and at the same time, it
requires, suy, sulphuric acid which it docs not manutacture, Let us also assume
that another develrpiag country B has surplus cupacity for production of sulphuric
acid but it does not manuficture higy pressure ras cylinders. Subject to the
quality of their respective products being good, it will appear rewsonable that

each could assist the ~ther by ontering into a bilateral arrangement,

Bstablishment ¢f j.int venturvs in third countries

16.  Similarly establishment -f ir1nt ventures in third countries should offer
even greater scope und this type of mewure should lead to a reduction in their
respective cost of preduction,  fep instonice, lot us cosume twe developing
countries A and B manuficturc complate cement makine plants to 1 high standard
and a third developing courtry C has enough limestone deposits but 1t does not
produce cement maiking plant, Herz, it would appear that the preposition to set
up cement muking factories in country C, Jeintly by countries A and 3, should

; offer good scope, since instead of cach of these latter countriee producing all
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she i1tems that ¢go to make a complete plant - they could conveniontly decide
g thoemoelves to earmark only o part of the plunt to ewch (depending upon
their relative wdvantures, oo castines mede by one with comparatively cheaper
L.bour, wherearn goar rutting would be token by the other, which is more special-
Loed) and by sn deing: the avnil-ble quentum of production for foewer items that
vill ¢ to =ach, would b2 considerabl; larger and this by i.self, apart from

cther sdvamtiagres, is likely to lower the over-all cost of the plant.

Snyt o prometion

ile In the field »f export promotion ther: arce certain clements in the economy,
inly rolatings to prieces, inflation, low preductivity, higher rate of popula-
Lion, temperary increase in internal domand cote. which handieap the promotion of
xports. It has often been observed that the slightest maladjustment in the
internal economy genorates o tromendous resistance to making an effort for
sromeoting oxports.  Such tondencles neqd therefor. te be suitably thwarted as
soon ag bhoy ayppoar.  Besider this, in order to creite o proper climate for
spert proemotion, cortodrn basic steps should be taken,  These could be broadly

autlined nss

dagl e steps tor oport pronction

() Supply v 'he reriired quantities of pig iron, rolled stecl,
sprelal stosl uanl cLaer :ngineering materials to the exporting
uniits o0 intornational nrices;

(b) Substunti:l ri.ction in rail and scean freight, wherever
thegs are cxeonaive;

(c) Adoquate £ ~1litise 1n rosy:ot of foroiem exchange for market
surveye; - pehiln, iy U offices in foreiem countrics; deputation
of study nd «.lo teums; crant of eomnlssion; provision of

1

adoquite Alter-cal o corvics with lopots and workshops abroads
(d) Establishmen® © moric:t wnd commedity roscarch ~entros;

(e) In certain cases, facilities for making available daforred
paynunts und Long-torm oredit to foreigrn buyers; and

(f) Whorevor peseitle, atick-siling ~f exportable commoditias for
immodiate sale abroad,.
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Condition for satisfactory ccempetition in the world oxport market

12, It may b2 remarked that for raising the cxport achievoments in the world
market two vital conciaertions come inte plays
(a) the cost ov he prodast snould be compotitive, and

(b) the product has to be o f el panlity.

Factors beycnd ‘he contrel of the munufncturing vnitg

13. In regard ic sost, 1t will be rewlizod that the export price of a product
will depend on various factors, some of which are beyond the control of the
manufacturing unite such as;

(a) Various taxes;

{b) Duty on imported raw materials and componsnts that go into the
products;

(c) Internal transport cost from the place of manufacture to the port
of shipment;

(d) Ocean freight charges.

14, But therc will be ovher factors that are within the control of the manufac-
turers and wnich, 1f controlled and improved — and it is here that UNIDO could
agsist them, 1f requircd - would lead to beth lowering of the ex-works cost of
tne product us well g bettoring their qualitye It will be seen that irrespective
of whether cqripnent 1s made oo srder or standardizaed, o high level of design

and engincering capability would normally be roquired. Technology can be pur-
chased tut succossful transfer £ modern technelogy is one »f the ma jor problems
faczd by the cugincering industrice, Henee succoss irn the matter of lowering

the cost and production of quality eoods can be chicved only bty cuombining,

anong others, the followins basic oluemento:

Factors within the conteel o the wanufacturing units and steps required in this
direction

(2) Imtrcductin  f rodory mothols o fF oroedoctiogn plunningg
(v) Improvoment f librur or durtivitys

(c¢) Adoption ~f _roper wechniques f guslity control;

(d) Use -f sutarle rav mitorials =nd components;

(¢) Engagscmient F capabie enginzers and skilled operatives;
(f) Subatantial tsuieming capabilitios;

(g) High munigerizl scuili,




All the above fuctors are within the control ~f the manufacturing units

Poogoandd 10 ds noera that thoy neod to axert thoir graatest efforts,

chnreal agelatunce from UHIDC oad o ther Unitod Hotlong aioncies

o o teo looht F h v 0 would b ooon that the specific fields where
doorcal o assietene s Trens CID vt e Tited Mltiins Ay acics can be moot
croitab b to the developing ountrics, witl obe broadly:
(o Hodern et ds F prolucty o plunning:
(h} Improvines Labeur produactivity (including nctual demonetration
by oxperts);
(o) Tecaniques U quility comtrols
D Transfor o medern techncl gy,
Cndaslon

. Jith the march of science and technclogy and a helping hand from the highly

trociuned nations of the world snd pranted a share in the ever-accumulating
wioedgne of mankind - there is ne reason vhy the developing naticns of the world

crondd net o be oina pogition to bettor wtilize their 2xeess capacity for the

cirpose of export. Al that they will nceod is firm determination,









