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B Bie jombes, Hat bo obta » She 15 miilien sy F8. of leathers froe
el by semi labia v wsteriaie reguired & conmidembly bigger tannery than
BE e sms benighet For ame Shousami Bidse and Tour Ythousand sk ine a3 day, whone

Wbl caguee %y owms  weder ke L rogselancoss Aot mors tharn 1t estilion eg.ft. wath
& seFEes ki ag ¢ sseer profid e graph a2 ahows, thatl auch a tannery
il Ngow %€ Srmas e-w poant at b pey cent apacity why h o je teo high to
b safs wod wou.d mues 1t 1 fai as 5 or as #iigh! “hanges in the price of

e wie: 4.s F 1 the smiaee 7 lmather oourred,

¥, Tews 2o, Lhe tasRery would fare mu'h bettsr 1f Toreign tariff{ barriere
waye cwered as prowieed, 1f . owsl Labour war fully trained and in particular

i the pasicty F | al raw mmieriaic were more - onvenient. Operating without
Farmige inetra tore and syporting leathers under wmproved tardff conditions

the ereal ssen pooant wowid deop to £0 per cent whidh mer be considered as safe
el attis produ t: b and CobRversion lmprovement 1n the country would
comtribule cary meh U the protfitabiiity of the plant and worid allow 1t to
arrive at the ndityome expes led by the consultant. The tarnnery would arrive
#% & Break -sver point o1 53,0 per cent and a protit of some 1.5 per cent of
preject cmte ot 4 per cent i sales which ' 1. be mdped as very satisfactory

wope i dering that sl s, ulatione: have baen made very conservatively.

¥i. 1 shosu.d be noted, that the tanvery ould earn more seliing on the

ioom! cariet thar exporting the iteather, Hesides the difforence in the price
lews’ f isather betwenr local and orei1gr markete there are both foreign cus-
toms duties and faxer an weli as transport and packaging coets responsible for

iy,

W 4 strengthening ! he !50a] market -ouid be achieved only by the estab-
i hment of additional o onversion factlities using leathers to manufacture foot-
At @ rssnie, bage ard s number f other goods which rould in one part sub-
stitule pressat ieporie and in a cu o n preater part serve for export. In that
‘e suh ouid be sased on transpor! costs btut maybe even more jost on higher
sae ! rates prevallaing 6 importing o cuntr ee, which tend to protect their own
wasafs torere of Tinishast poods, r the - ther hand, i1f the tannery had to
remaic 2t the (sathar mauufa turing alone, 1t wiuld have to be much bigger if

1t wmsted to be profiteiie. Dhome MU million sg.ft. of various leathers could

ta a safs shough cajacity under the circumstances.
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19, Coming back to the question of local marketing it should be emphasigzed
that in some African countries, not tc sa/ in all of them, conditions are
eosentially different from those encountered in, say, Durape. [here are much
sreater differences 1u the income level existing in African where the expatriate
minority enjoyp salacins equalling or surpas€ing those in their own country of
nrigin, while the native population still lives & the leve. of subsistence
economy or slightly better. In consequence, thereof, there are at least two
basically differen. markets existing, having nothing in common, the one being
mostly supplied trom 1t rozd and the other from lccal sources. The few compa-
ratble items found nere and there are moving on price levels distant by some

S0C rer cent, more or less.

4C. Such markets do not readily respond to price level changes. The affluent
part of the populntion will not consume more if prices went down, except for
l'ixury items, while the other part of the population remains unimpressed by

changes lesser than 15 the distiance scparating the two markets.

A4i. In the case of footwear, the majority of population is more interested
in the price movements cf canvas, rubber and plastic shoes costing 1 dollar a

pair than in the price of leather shoes casting 5 dollars and more.

A This iniinases that most locally produced industrial articles although
having o well priced bat limited market at home will encounter difficulties
at any attempt to oxtend those 1imits, which should normally result in an

endeavour to place these goods .n export.

A%, this was observed to happen, for instance, with glass bottles and sugar.
faving made good proiits at .he home market, out oi1ll reme_ning with free
capacities on tleir hands, sucar mills and glass works started exporting their
surplus produsts into neighbouring African (and Near Fast) countries achieving
much lesser prices vutl still high enough to make the exarcise pay. As soon

as local markets could absorb thoce conmodities in greater quantities, manufac-
turers nderstandably dropped tie export and turned back to the better priced

local market.

44. Tt is quite evideat, that the rome market must pay for the export and
that this will always happen in the reverse proportion to its strength. With
a small market in view any industrial manufacturing will pay only if its break-

even-poini of operation (REP) is sufficiently low and this means correspondingly
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higher home market prices. An indusiry having surpassed its BEP on the home
market will easily find export business profitable, but building up export sales
starting anywhere below BEP is a very hard job indeed, unless particular cir-
cumatances, as for instance availability of very cheap raw materials, excep-
tionally good skills, particular attractivity of the product or other factors

could make it probable.

UTILIZATION OF SAPACITIES IN VIEW OF ADEQUATE SUPPLY OF RAW MATERTALS

45. 38 evident from previous paragraph, the conditions and characteristics

of locally available materials may cause a technical capacity to be much lower
than expected which will result in an apparent underutilization of the facility.
Other conditions may cause the technical capacity to remain unutilized in spite

of a good demand on the general markets,

46. This is occurring in some African countries in the field of livestock
production and meat canning. There is plenty of livestock in some African coun-
tries, particularly where climatic, hydrological and pedological conditions
favour it. Nomadic way of living is a result of it. The cold climate of African
highlards provides conditions leading to a sedentary way of life and this is

the reason why those lands ace the most densely populated ones. The more tem-
perate climate of middle altitudeas with ite lercer rainfall forces the peoples
dependant on their cattle to wander after water and grass. The same, dut to

a higher degree, happens in the hot zone of the lowlands, where the rainfall is
very scarce and the nomadic peoples are forced to cover incredible distances

in order to keep their livestock alive.

47. Under the corditions, the livestock puts on weight very slecwly and living
on grass and brush rever attains the same size as elsewhere. It takes it more
than ten years to nature for slauwshtering which cecmpels the peoplcs to keep

oversize herds resulting in overgrazed pastures and very low offtake rates,

48. These facts alone already suggest a very low average weight of the cattle
and long distances required to collect a sufficient quantity of livestock on

which to base a decent meat industry. Better feeding would obviously bring

about & .essening of herds at a greater yield on meat.
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49. The oversize herds of livestock found in some African countries induced
many investors and several governments to try to establich meat canning indus-
t;1es on it, but they met catastrophic results. In one of the respective coun—
tries, a recently erected slaughterhouse could not be op:rated at all because
of total lack of cattle although the country 1s reputedly living on livestock
and agric "lture as any world almanac or encyclopedia could .ell. The enterprise
even tried smuggling livestock from neighbouring countries without meeting with
success. Driving livestock tor hundreds of kilometers over waterless and road-

lecs areas ic not a ; »od business proposition indeed.

5C. In another African r~ountry, notorious for its wealth on various cattle,
4 foreigm company established a slaughterhouse set up for glaughtering 60,000
heads of bovine cattle a year. Although located in an area which allegedly
contained 5 million heads of cattle, the slaughterhouse never succeeded pro-
curing more than 50 per cent of what 1t needed and after losing its initial

capital thrice over had to go into bankruptcy.

51. The general idea that abatteir was to export frozen boned meat to another
country, where it could be canned and re-exported effa.ing underways its place
»f origin since this latter 4id not maintain its veterinary services at the
proper level. Disreparding the irregularity »f th.is method which was bound to
become known and cause 1ailure of the enterprisc anyway, we will dwell upon
other conditions which made 1t impossitle for the cnterprise to operate at the

expected capacity and actually caused 1its failure.

57,  As later investipations proved, the :laughterhouse had its break-even-
point at its nomiaal capacity, whereby 60 per cent of all costs were to be
incurred within thet African country while the remaining 40 per cent were to be
expended abroad. This would have secured a decent profit for the foreign in-
vestor abroad, with no profits left behind in the livestock supplying country,

without forcing the enterprise into bankruptcy.

53. ‘he 60,000 heads ot cattle could never materialize, anyway not at the
expected price. Buying at the rate of 10,000 heads per annum, the cattle price
was of the order of some 6 US cents per kilogram on the hoof. Doubling the

offtake to 20,000 heads per annum the average price went up to 12 cents.

54, Discussions ensued, and the wildest theories were invented to find an

excuse for miscalculation. The most popular theory was, that people posseesing
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the herde were keeping them as a symbol of status and did not want to sell them

for fear of losing their social position.

55. Such and other wrong ideas were put forward, backed by misinterpretation
of African tradition. In fa~t, the African rincher, whether nomadic or not,
made nothing more mysticl thar using cemmon sense. He nceded 1 quite definite
number of cattle to survive and sold only as rmuach as he safely could.  Asked
for more, he had tc o into other ireas in order to fetch 1t from there, thus
incurring certiin riske <ﬁXOTbltlﬂ1 srazing fe2s anderways, use of roundabout
ways to make cure of witering possibilitiee, l1nee on weight, infections dis-
eases caught underways, loss cuused through wild animels, robbery ind accidents
and so on), which the cattle seller converiod into roney and added to the

original pr ce,

56, The foreign investor miscalculated the real conditions and did not pay
sufficient attention to the problems of the local population. The interests
of his enterprise were in contradiction to those of the economic environment

1n question,

57 Instead of leaving all the probvlems to the nopulation and the government
of that country (the government participated at the investment) and instead of
believing that he did his part of the job by delivering a sophisticated slaughter-
ing «nd freezing cquipment, the toreiym investor should have made some calcu-
lat.ons, very popular with modern cconomiste, whish would have convinced him

that the ecattle offtake rate in that regien, due to feeding facilities, was not
more thar 4.7 ver cenrnt, that the economic distance of suprly wag scarnely more
than 100 kilometres »nd that due to ve;y low average wolght of cattile, a greater

number of cattle than avail:ble would have had to be slaughtered to make of the

enterprise a business rroposition.

58. The calculation would have disciosed to the investor that the required
quantities of cattle did not ox:st and that “hey could be procured either by
the construction of an extencive grid of all-weather roads or through a com-
plete change 1n the cattle feeding habits, introducing artificial feeds. Let

us mention by the by that the country is rich in oilseeds and that all the oil-

cake produced in that country is either being used for fuel or exported to

Europe.'
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59, Yith the intent to rescue the failing company, its creditors invited

other investors to take it over and try to run it profitably.

60.  The next to put forward her proposal was a large international corporation
which made some rather simplistic proposals, offering to increase the slaughter—
ing capacity to 250,000 heads of cattle per annum and to go over to canning
instead of having to take tb meat frozen over a distance of about 1,000 kilo-
metres to the nearest port, to which point, 1f frozen, it had to be taken in
heavily insulated contalners only to be kept in cold storage at the port itself

until a boat with rerrigereted holds could take 1t over.

61. The corporation promised to mike the enterprise profitable after seven
years' operation, under the condition that the price of cattle wou'd not go
up, nor the world market price for corned beef and extract drop from what they
are now. A further condition was that the government ehould undertake to con-
gstruct several hundred kilometres of all-weather roads and a number of cattle

hoiding areat in various parts of the country.

62. The proposal was rejected only after very dramatic discussions at which

a very respected personality put the question whether the two dozen million
bovine cattle of which the statistic boasts in reality existed or did not exist.
Of course, they did exist, only they were underfed and inaccessible by road.

In a certain sense it was well for the nation that the cattle was inaccessible.
Raised as it is, it just serves the populaticn to survive. If the cattle wau
slaughtered away there would be famine induced. The only way out of the yre-
dicament was, and still is, to improve the livestock production itself, by
modernizing it, nnd to consider statistical data only as a proof that environ-

mental conditions were favouring livestock productior in that country.

63, It should be noted, that investors are persistently transgressing against
that rule and that the two abattcirs mentioned above are by no means the only
ones that failed. Iany more went broke for the same reason and it would be
useless to repeat the tale. ™ithin little more than a thousand miles from where
these lines are being written, three large and recently established meat canning
plants are idling with their gate closed and its labour, which recently settled

in the area and got trained at the plant, now looking for help trom heavens.

64. Another foreign investor, in still another African country adopted the

method of slaughtering sme!l quantities of cattle in several points of the country,
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taking the dressed carcasses to a central canning plant and leaving everything
else behind. An expert, looking at all that waste (hides, casings, blood, horns,
hoofs, etc.) asked the man financing the enterpriss whether he thought this

was in the interest of the country. It looked more like depletion than anything
else. The financier answered that his only interest was to see the company

operating profitably even if 1t meant watting the olfal.

65. It is difficult to disagree completely with the man. Buying cattle in
quantities not disturbing its price 1s «ctually an incentive in itself, and it
is also good to see people getiine ecaployed at the slaughterhouses and the can-
ning plant. It is also most important io preserve the invested capital and to
ensure the operation of the whole by allowinr the company to make eacouraging
profits. Tt means indubitably a dovelopm:nt but atvway not all of the develop-
ment needed. A true development would include improvenent of the herds,
elimination of wacte and modern economy-ot-size plants producing high-valued

end-products. It is the only way to development there is.

CAPACITY UTILIZATION AND KNOW-HOY

66.  An African country used to import some 4 million US dollars worth of
vharmaceuticals from about 35 different countries, some of them much smaller

and on the whole cconomically weaker than itsel®.

67. This seemed to be a good opportunitv for industrial investment and, in
consrquence, a quite well reputed Ioreign comp. 1y was invited to participate

at the investment and to take over the nmanagemeat of a brand new factory pro-
ducing a long lict of generic phurmuceuticale. The plant was quite as it should

be with the exception of a few architects' errors of no great consequence.,

68. After about two years' operation, the new national company lost more than
50 per cent of its capiial and got into serious trouble. Oradiis were withe
drawn, phones disconnested, raw maierial: stopped at the custo ms-house and
foreign experts licensed. The foreign partnevs gave up the job and parted com-
pany. Departing experts burnt the contents of all filing cabinets and the two

hundred and odd local workers remained jobless overnight.

69. This all could happen tc a certain point. What should not have happened

is the way the rescue operation was and still is being handled, as will be shown
later on.
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70. An anaiysis of the company's doings showed clear enough why it had to fail,
Setting up the factory, the country's government had its economic development

in mind, while its foreign partners felt attracted, as is normal, solely by the
buciness outlook the venture offered. 'The government's intent was to create
employment and to reduce imports. [oreign company 's speculation was not con-

trary to that, it was only different.

Ti. ‘he foreign company calculated, that the main consumers of the factory's
produsts will be government-owned hospitals, whose consumption on pharmaceuticals
aecounted for some 29 per cent of all imports. The foreign company calculated
that the government will protent i+~ interests in the enterprise by forcing

the hospitals to buy naticnal products.

12 In reality, things happened otherwise. The hospitals joined forces, set
up 4 common purchasing organization and decided to meet their requirements by
wholesale purchases upon advertised tenders. Hospitals were anyway entitled to
dut/~-free imports of pharmaceutic2l ' in the same way as the national factory
Vit .

-

3., At the biddings, the national facotry found itself protected by a bare
10 per cent preferential against big foreign manufacturers who simply ad justed
their prices to the circumstances forcing the local factory to yield ground and

the big unes won the contracts.

74. Tt must be noted, that hospitals are purchasing generic pharmaceuticals
in packages of 1,000, 5,000 or 10,000 pills each. At the import of goods,
packaging containers are geing duty and tax free, and are anyway not costing

much in comparison with what they contain if bulk pharmaceuticals are considered.

75. The local factory had to import the tins and pay taxee on them, or, it
had to purchase them locally at very bigh prices. On the other hard, dealing
with bulk packapged pharmaceuticals, the local factory could hope to make earn-
ings exclusively on cheaply purchased raw materials and their careful handling,
to avoid spillage and wastage of the rostly materials. A starter in this busi-
ness sticks tc pilling, vial-filling and packaging and there sure 1s not much

value added afforded to make savings on 1f packaging is eliminated.

76, The foreign company running this African factory decided, that if raw
meterials were purchased in greater cuantities, they were bound to be cheaper

under any circumstancee. It proceeded to make purchases for several factories
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in various lands, took *the goods %o i1ts Eurcpean site and doled them out to the
several users. This required repackaging. repeated taxation, increasad trane-

port costs, a commission to the stepmother company and cther things, making

the price erxorbitunt. And what it worse, the contact between the raw material

supplier and the factory that had to process those materials wae vroken, which

resulted in lack of information about thei propor PUOVESIL.

AR

7. In consequence, the African factory had to find out by 1tself how to

make good pills out of thowe m. ~miale. 4% the time the factory was investigated
by the author, some . trese ma‘erials were siill b21ng repeatedly re-processed
withoul appareui result while coasiderahle quantities of those materials stilil
rema.ned stored unredeemed a’ the Customs Houce., Some of them for more than a
year. Remembering that at such o U pe of manufacturing, the raw materials cost
can easily surpass 80 por cent of intal produciion cosis, it will be easily

understood why the facic.y could not stand it.

78. Pharmiceuntical facitoriec must inovitably obtain their raw materials directly
from their producer with cvery Li‘ch accompanied by processing instructions. To
that aim, it is absolutely recuirad *not cgreements should exist between suppliers
of active iugredients and the factory usi‘y them to prod.:e pharmaceuticals.

Jests in the buyers factory should prenede guch ar angements and 1n some cases

even a specific training of {he buyers persoame! vill be advisable.

79. On thz otner huad, it 1¢ absurd to expect - starting drug manufactory

to be able to make carings cu Wk svles. A pharmaceutical factory can start
making its carnings by rop-chaging: ovl deY<vanies of good drugs into retail
packs, going ove: to pill ma“ing and inj:ctions where pills 1re containirg cheap
fillers and vials rosh distilled water. There ho factory stops for a while
gaining experience «ud doing some research work 1 order to find a possibllity
for the manufacturing ol sows cpecifier of particular interest in respect to
local pathology. Africon courtries devaleped traditionally popular drugs based
on localiy avaialvle herbe or fruit, unich Lelped chem in the past to fight the
most aggressive Jocal irdigenous diseases and paruasites. These basic materials
can be prrperl: examinzd, the active ingredients extracted or at least quantita-

tively and qualitatively deternined in order to allow a correct dosage of these

items in their original form and the like.
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4, Im fact, & pharmsceutinal faolary at ite beginninge 19 ncihing sivs than
2 packaging industry and “annot cperate profitably f 14 ie ant so camceived,

iy, In sur ~ase, the fact v, afler squandering half of ite apital, gt

, Loard of commire: mere and a foregr avort YiofF 4 general Banaget, ™ new
manager, being at ver-all pharmas » bty al expert 7. creded e antrodu ing the
menutba turing of :ome twenty arti ier whio b wers net A ome, bul their total
puantity did no auflfice at 1! 4. make 1 lhe mPANnyY 8 paying propasition.
e output attained a value of acme RS 000, 00 whereas | omiiiion would be
needed to have the footory runming profitacly. 7o attain su~h an —cutput, sore
than 10U various i1tems should have been manufactured and retali-packaged. For

Lhi. meither the know-how nor packaging [ariiities were availabie.

1N The factory management was advised to try ‘ontacting definite Buropean
manufacturer of pharmaceuticalse to nbtain from them offers f-r raw material
deliveries, together with manufacturing prescriptiors regarding their mechanical
conversion into finished products. Several offers were ~htained, some large

manufacturers even offering delayed payment terms.

81, 5till, nothing happened. the factory management remained irresolute and
no decision was made. The foreign expert, having no authority to act, did his
best introducing at snail's-pace new articles and steadily redu ing the losses,

having a very long way to go betore he ~onld feel on the green,

84. The main reason for indecisiveness on the part of the management was
somebody 's suggestion that only 100 per cent private enterprises could be made
profituble, and that the government should get rid of this one. Following the
sugrestion, the government disregarded offers proposing to make the factory

viable and invited private overseas companies to take it over. The reaction

was what 1t could be expected., Nobcdy wanted to buy the factory and whoever
showed interest in 1% wanted to have it for nothing and a monopoly in the bargain.
Although some specific advisers inoisted that the government should not own
industries, not a single foreign private company, whether big or small, wanted

to run a local industry without the government's partnership in 1t,

85. In that manner, o« purely business matter was turned into a political
problem. Where the factory needed technical know-how, a few thousand dollars!

worth of packaging machinery and « modest mari ling org ~ization, it was offered

an ideological problem instead. A thorny way to wake a factory go.
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0. Mhat mess the lack f know=how  uid  reate is geen frow the ase of tartile
mills, Investigating in 1964 4 trttering Afri an textila mil!l having 20,00
spindles and 400 jooms at 1to dieposal, 1t was found that i 1t production coat
breakdown local iabour was AMounting to Yt4 per cent while toreign labour
amounted to 15,20 per cent, 'he 14 ¥ war produoing loss, and 1L crder to

avold 1t, the foreign minagement tried to make up tor 1t by reducing the local

labour's wages which caused them to strike.
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t do with permanent’'y unskilled manpower. This was aleo reflected in the

{4 L that each loom wae ~perated by one man. It will not be pelieved that

the fa-tory wan fully owned and managed hy buropeans although 1t will be more
ry A i A p ,

s 4y oeitevedt thet thne ta tory went bankrupt after snly a oupie of vears'

poration, Arawing oiong much o f the Atri an reditore! moniec. 1t goes with=

Ltomavang that tae plarnt's ooapa 1ly owae never it.i1zed for more than 50 per cent,

ne conagement, however, firsi; beiinved that 1te poli y nept the iabour costs

1wy,

Aher testile ®iile were nol Ih a much betier position and staffe sur-
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107. These are no empty words. One African country, of the lesc well-off

ones, disposes of no less tuan 32 large oil mills not counting several hundred
ruilte amail ones. A recent survey estimated their uti’ization in 1967 to one
third on the averame {sime % per ent sther AC rer cont), In spite of this,
thiv same - Suntry can cee not les. than five new Loroe  1ianlle actually under
construs tion and twe new  apa 1t es rec mreaded for irplepentation. Thege

feven new plante wili more than d.ubie the expe ted congwiption inerease within
the next five yaars, Jperte wiil ve acie to tels woat the export outlook for

ediile 11 fron Afr: 3 arse.

¢ T ieER than five paant factories were astablished upon
s total mEEEt o Y o uple thoysand tons R8l S, cew 1avert re are sube
BEtLing proposa e Vo1 tiie astitiishment of sdditional patnt c1 ip under iLnvest-

ment prodectiosn lene!le,
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94,000 copy-books per day. The country imported 10,121,000 copy-books in 1967
with all that ~apacity idling because nf lack of an expert t> operate it and

keep 1t in worling order.

113, /hi e this i happening 1n some more popular industrial branches moetly

riented to Lol markets, quite » different gituation is sccurring in others
mope wzpoged v the international marccts. .nuever propssed to set up factories
leatined to sucstitute ruporte, oOr facilitiec aimed at an upgrading of presently
erported rav materials, will be earnestly disadvised of doing 11, particularly
f the smallest ot -apacities, however inadequate and incompetent, already

exinted an the country.

W CHL Pl

v 1t . well xnown fact that the limitations of iocal markets do represent
o f the most effe tive hindrances to the utilization of industrial capacities

. feveloping countries and sc 1t 18 oan Africa, too,

- onterpiating the pattern of wumporte of some African cnuntries one gets
.mpresei on tnat during tne . ionial rule they ot o certain srrentation
. r later on ftarted -nanging ander oaricug intluences, some 'f them political
S age 1 tner 1 tner natire.  The faot i, thot the numier +f ¢ountries
erperting b ATTL s srest ooan readed andone shouid not weonder finding 1n one
Conoar oantry ooome, oot b zenr, Dutotnrily andomore £ relgn ountries selling
v ard the came sint o proda t. o Judeing feom the mumber f businesy repre-—
actatioes Troe o part f othe w rli, waing Yo Lfrica ! {fer thei: gonds
L seppowe, one w4 thirk el 31 48 ne ¥ the moet - oveted uarkete in the

e o FLod o thatl i taer parts i lae worid puoanest aoon t ay more what 1t used

T sgarding the sssters pupt L Afrios e Csaid e, that ot war or o long

Cme Bub e Ut the penetritice o ods oeing 'ros the Ceal, “addie and Par

anl, Mipw tendsr o, ez owiy Bub imtangified by oo v toaure f the Juet ‘anal
£ Band i appet ur pear oy PR 4Fri s st penel the isore U eastward
st moat. wastward cpiested trade g iotihy preca satly A sxports 4 Alrica,

St e wel smown, thal  uPopean, Ad saylhe ABECLOAn ad well, indurtrialists,

ciaried oome Lims age asiablishing ondustris, entefplfives 1In Asia an order o

cwrmt it f Low wag® Palee pfessiling AF Uh se CouniTieR and gmin s svre competitive
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position on the international markets. This is the type of product the African

industrialist has got to compete with,

118, As if this were nnt enough, there came the goods from ‘hina (mainland),
Talwan and other places having unaccountable prices, bearing no proportion to

those production <osts a financins banker wruld acrept,

119. VYhat the result is, ir eas:ly imagined. A ruler {tor schoolboys) imported
from ‘'hina costs nct more than 1.2 US rents, The same size and quality ruler
imported from Lurope costs 4 “ente, Troduced in a certsin Afeican ountry 1
costs 6 cente. The same ruler coets at the whelesiler's 6 cents regardless ot

origin. It costs 20 cents 1n retaii.

120, The government tried t- protect the lo-al produter by a rather high import
duty ad valorcm, but forgot, that the raw materials, to make those rulers and
squares and what not, whici equally had t> be imported, were taxed by the same
rate of duty, only that at the import of raw materials, taxes had to be paid,
quite naturally, also on that part ~f material which ac the conversion went into
offal,

121, On the other hand, a2 high protection on 1 low 58t item does not hetp
much. The 30 per ~ent duty of 1.7 cents made out snly ©.36 ~ents and brought
the competitors price tu 1.5 cente against 6 ~ents locoal productinn tousts,
’ne short and !-ng of tne story is, that the Afri:an produ-er now sontemplates
closing down his shop and devoting himselt to trading. Dumping prices enhance
merchant's profits, since merchante do not think it reasonable to drop their
earlier prives. Oince those rulers are anyway beins retsil sold at 20 cents,
it would not heip anybedy to dr p that price for twe ar tnreo cenis, as the

11fferene betweer. the ‘'hinese and the “uropean price would ajlow 1t,

177« ™he example with the r.ler, whi h equally could be applied to most school
and office supplies 18 maybe not very impressive and, in the end, what actually
happened 18, that a 50 (0 dnllars worth »f apacitly wiil have to ¢lose down and
that any new irveetor wiliing t emtark into a simlinr kind ~f business will be
turned dowr by the bank 1f asking for a develnpmert loan. [t 1& however to be
taken 1n evidence ae 1llustrative of artifi-ial ~onditions ~hoking industrial
levelopment and utilization of capacities, equally applicable to small industries

18 to big Hnes,
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123, Coming back to the already mentioned vehicle tyre manufacturing let us
note that parti-ularly after the closure »f the Suez anal, Huropean manufac-
turers started losing the market in eastern African countries in favour of

Ar1an and Mid-castern ones. This they would have lost anyway because of the

41 fference in price, which 1s all very well, only that any kastern African coun-
try, wanting to establish 1ts own productisn of tyres wiil nave to fight a
narket dominatel by cheap isian products with practically no protection what-

ever on the part of their »wn ~runtries,

54, It 1s 4 hopeless situation, since nobudy could expect a rather small
African tyre plant to be able t~ compete on the technology and productivity alone

4+

with a, say, blg Japanese manutacturer,

75,  osurprisingly, i1 great number ~f foreign experts advises the various African
s ;ernments to "keep thelr market open' arguing that protective tariffs are
penializing the consumer.  hether the -onsumer gets more penalized through un-
emptoyment and deficitary of balance of payments or through a 3selective tariff
protestion remalns to be seer, 1f f-reign currency 15 scarce, tne law of demand
s supply says that 1t will yet more expensive, and the difference will have

t- be paid for, in ~ne -aze in favour of the rountry itself and 1n the other in

favour of everybody eloe,

6. 1t would be a very insrt-sighcted policy to expect that things are going

t remain what they are. st arrican countries are 1n a pesition where unlimited
imports cannnt be any more maintained for the simple reason ot lLicking means of
paymer.v. Leverting t° cheaper turel:m soods does not help much and harms more,
becmie - not giving the country o chance to develop 1ts ovn industrial pro-

duction nor to utilize 1ts wn ooapacities and regourcet.

1 Y7. An industrially developed ~ountry imports more, not less than a develop~
irer one, 29 there 1s no question ot avoiding imports altogether. The problem
1¢ only to shape imports rationally in order to enhance development and that
1 all.

APA CITICS AND Uowlgy LOAND

1

1"+, Lack of capital forces the developing countries to make use of foreign

13s1stance on a bilaterial basie in the form of various loans and grants., It
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has been heard many times that such forms of assistance had "strings attached”
to them without going into much detail explaining what those "strings" were,

It was mostly assumed that they were nf an obscure political nature and there-
fore not to be discussed in publi~. The fart is that thev are quite generally

of a most open and cbvious nature, heavily influencing the recijient country's

economic development,

129, It seems paradoxical to say, that ecomomic assistance in 2 number of cases
turns out to be s-mething opprsed t» it. The reason for it iz opportunism and
selfishness. [xe uting an economi~ acsistance agreement, both parties start

in the best »f spirits, wetting with the progrecs of negotiations always more

and more celfish until the agreement starts Cery muci recerbling an ordinary
business contract, with the leveloping ountry werse off than the ther party.
"Iy that is 8o wi!l be eas1ly understosd 1f ~onsidered that new-omers wre usually
more readily believed than earlier partners and that any expert advising to the

rontrary 15 charged with partiality even if only asking for cautinn.

130, A striking phenomenon with such negotiations is the lack ~f to~operation
between assistance giving countries. Tvery single one of them :onsiders svery

~ther ~ountry a competitor. [f thev all rea]lly had assistance in mind as their
principal obje~tive they would rather try to fit their contribution into a

genera! plan, 1nstead of trying t» minimize, delete, or slander whatever any

other country did 1n the way f zesistance.

131, There is n> doubt that some ussistance giving rountries established or
constructed 1n various African countries o number of plants which subsequently
proved t5 be “omplete faliures, berause of lack of i1ocal marketing opportunities,
lack of capability for a breax—through and 1ick of working capital., [t often
happens when cne povernment makes t- ~n-ther i present »t a factary ~nd this
latter one does not iike the trouble f perating 1t, but ctill wants to keep

the management in 1ts own hand. Come of thece fataries have been ~losed down,
come are operating beneath capacity and everybody 1r unhappy about them. The
assistance giving ~ountries are unhappy becauce they pave away good money, only
to be blumed for it by the same ~ountry that obtained the value »f it. Bad fame
spreads qquickly ~reating unwanted publicity and political 1ll-effects. Political
compevitors are of course trying to make the most of it by helping those unfor—

tunate factories to drown completely.
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132, The blame is to be put on all and everybody but first of all on that
~country which in the name of assistance erected a dairy industry in a country
where exp:triates preferred to have dairy products imported from Uest Zuropean
rountries and local population could not £ind any use for them. [he come goes
for slaughterhouses with no rattle to claushter in or brickyards in areas where
bricks were not used. OCovernnentt surely could do somethin,, about 1t as 1is
Lbvicus from the case of a “'est African tyve plant which could not use its
~apacity until lack of foreign currency forced the regpective government to put
+ ban »n the impert of tyrec. This 11 41d simultaneously for a number of other
commodities. In onsequence, most ot the 1hca] fond industries proved to have
inaderquate capacltles sin- e eardier imports of processed foondstuffs 1n some

ases held up to 90 per ~ent of the local mar<et covered.

133, The ~ase is related to a nountry which at an earlier stage obtained plenty
of assistunce from everywhere only to find that whatever assistance was gilven,

it sarefully avoided to infringe »n imports.

134, Most, not to say all, forms of technical assistance supplied to develop-
Ing countries .n this part -f the world are having one characteristics in common
nd that is crediting »f deliveries {rom ascistance giving countries. This

oxr ludes «rediting ot lo~al worke which invaricbly ~reatec a trouble for the
reciplent country. In order to minimize io~al currency requiremerts, the respec-
tive governmento are favourin: inclusion in the I»oan agreement of all possible
winds of goods, including such 1ltems as ure normally being produced locally,
thus lessening the prospects for a petter utilization ot existing capacities.
‘hie refers in porticular to steel ctructures and the writer knows »f a case
where during the tast {ive or 51y years all industrial projects implemented
under bilateral sgreements involved steei structure deliveries from abroad,
4lthough this same ~ountry had half a 1ozen steel structure naking enterprises

1n operation., 'ocal enterpriges were »f course underutilized.

135, What hac been said for steel structures i equally true for other building
materiais herein included: doors, windows, ¢gliss panes, rorf claddings, paints,
floor ani wall tiles, furniture, fixtures, fittingc and even cement. Thus,

new capacities are being ~reated disregarding proper utilization of the existing

nnes.,
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136. New investments, at their implementation, are representing a particular
market enlargement helping the develcping country to strengthen an initially
weak market. Industrial development provides in itself a market for construction
materials on which new industries could be based. Personal income resulting
from construction works contributes to the strengthening of market. VYhat this
means for developing countries is easily understood if remembered that a develop-

ing country as a rule lacks the base on which an industry could rest.

137. It might be said that it was up to the loan receiving country to purchase
those items under loan conditions or to leave it be and have it purchased locally.
This is, however, only partly true. The developing cnuntry is actually compelled
to utilize the loan or else the project could not be financed, only that such

practices are very much lessening the value of the assistance preferred.

138. There is one western country who agreed to finance local progject costs

for up to 50 per cent which seems very forthcoming und laudable indeed. On the
other hand, understandably enough, this same country wanted to rationalize local
expenditures which it normally does by appointing an evaluator to appraise local
costs and also to examine the project having possible savings in view, Evaluators,
probably feeling that their task was to cut down the expenditure as much as they
could, are inclined to mutilate the projects and failing this, to make under-
estimation; not bearing comparison to reality. The operation results in lzssen=-
ing the loan beneath the promised proportion which is not the worst part of it.
The local investor, naturally concerned about his part of the expenditure blames
afterwards his own consultant seeing the costs transgressing over the limit
unrealistically set up by the evaluator. The effect of the whole 1s trouble

and dissatisfaction combined with stoppage of works for lack of finance,

139. Lack of financial means that could produce a better employment of local
capital goods manufacturer, here included building materials, led to believe,
that calling fcreign private investors in, could provide for the 1equired

monies,

140, This again did not prove to be a panacea, since most African countries
simply do not want the foreigners to own industrial enterprises by 100 per cent.
Any lesser contribution on the part of foreign capital creates absolutely the
same problem as economic assistance loans covering foreign deliveries only.

This holds good in all cases where an African controlling interest in the

equity is requested.
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141. VWherever such partnerships appear, the foreign partner will invariably
keep the management of the enterprise in his own hands, and for good reasons.,
He will also endeavour, and normally succeed, to keep also all the purchases

of capital goods for the new factory in his own hands until his countribution
will ressemble what is called a "contribution in kind”. It is only to be
expected that such contributions will te made devoting more care to the foreign
investors benefit and to the productivity of his particular part of the invest-
ment. tases are known wiaere very obsolete machinery and equipment, including
elsewhere dismounted steel structures, piping and wiring, else easily furnished
by local contractors, were supplied under such arrangements and estimated beyond
and above their market value. This, of course leads to a different capital
productivity for the two partners, a higher one for the foreigner and a lesser

one for the African,

142, But this 1o perhaps of less interest for the topic we are discussing. The
main poin% 16 that the investment activity loses its strengthening effect on

the local market. Instead of building up a market for locally produced capital
soods 1t remaine limited to low-level wage-workers! salaries for site works

and construction, with scarce effect on the utilization of existing and future

capacities,

143, As to the consumer goods market it should be remembered that with modern
technologies the rate of investment ;er job gets very high ap . mounting. Mil-
Liong of dollars are sometimes required to ~reate a few dozen Jobs. The better
paid ones will be anyway reserved for expatriste experts, mostly used to the
concumption of imported sooils or elae repatriating one part of their earnings,
thus withdrawing them froam inral markets. ihe cutput of such new manufacturing
focilities will be of rcertain beneficial effect on the country's economy through

» lesser foreipn currency expenditure and so n.

it vonsidering: nowever, that any lean or foreign capital participation must

be piid of £ in foreign currency anyway, and that foreign capital will not parti-
clpate where repayment peospectives are glow, 1t will be eae1ly seen that the
execution of a development project or any 1niustrial investment for that matter
could be of wreater benefit for the vountry than the operation of the new facility
ttoelf, 1f only o greater part of the proect could be exncuted by incal manu-

faclurers and onterprises,

HAhe s ath the propress f te hiol gy, these conditions will further deteriorate
ard an early eolution f the pronlem ¢ indicated. i elae, all those repatria-

Vi of apttaly pav—< e and sending the CATTINEE home will be :‘umpl\‘ made 1m-—

S IS
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146. Speaking about textile mills it was observed that a particular African
mill had on 1ts production costs breskdown 5.64 per cent for local labour costs
and 15.20 per cent for expatriate labour costs. The two components added up
to 20.84 per cent which wis al the time nearing the same proportions as found,
say, 1n a western Luropean plant, where the productivity uas understandably
enough on a much higher level. The “ase might be said to belong to the past

since it was assessed s1x years aro, but then agein 1t might not,
. L L)

147. About scarcely more than o year ago, an ,frican b onk cbtained an applica-
tion for a loan to finance the erection of a smal: miil destined to manufacture
textile trimmings, tassels and similar 1tems made ot wnported syn.oieti {ibres

for a total of some US§300,000. The new plant wa: scheduled to provide employ-
ment to 4C local workers getting 1254, 8300 per annum and one exj:triate expert

getting a salary of U.717,000 p.r annua.

148. A similar proposal came .. recently regarding s small metal working shop,
which, if 1t could subgist on exciusively indigenosus labour force, might have
been expecied to make a net profit of some Us%13,00 per annum,  These would
be entirely cons.med if only one foreign expert had t~ be hired to run the shop

technically.

149. Big plants are faring better and fifty-fifty ratios as to cost of foreign
and local personnel respectively, are often encountered. Still bigger plants
might even achieve a thirty-seventy ratio in favour of local rersonnel, but

those are not many.

150. [Lnterprises having to deal with such conditions are eliminated in advance
from international markets, unless they are processing exceptionally convenient
raw materials. Thay might be of some positive effect for the country's economy
if substituting 1riported geods on the local market, particularly if most ot the
sarnings cou . remain in the country. ‘'ith small-scale industries and small
business in general they might ve of quite a negative effect and caure a greater

loss on foreign currency than if the regpective goods werc imported.

151, So far as the eastern part of Africa is o ncerned thin~s are very much
worsening in that regard and 1t is of some interest to see why. ‘here is no
denying the fact, that i1n the pas “liere were plenty of emall-scale industries
and business enterprises flourishing, which are now simply fading awa). Let us

try to find cut what is killing .hem.
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152, To explain and underetand it will lead ug into Listory since the firet
question to be answered at the inves*igation will be: Who were the people who
established and operated tnrse plants? “hs elue could they have been than
people coming from other continente settling down in castern Africu, bringing
with them cevrtain skills, far above thise found 'n the apot but not so much
cuperior to the average level o1 skille 1n 0 . tries they 1:ft. (hey were
people of very much differing tvpe and quality, ranging from highly efficient
sdmirastrators, farmers and rtisans down to dismissed £oldiers, fugutives,
wanderers, unemployed ana displaced pervons.  Come of them established them—
“elves 1n buciress we: | enough and sthers ag@in d1d not do so well,

(]

+ As change came over Africa, the  mee baving notbing to lose by it promptly
‘et the country and settled elsewhrre. “he snes tied 1n one way or another

t the place they were 'iving .1 sitayed on nnd fuced the consequences.

154, Feople trat remuined were mostly viuw-vimere wao sent theis sons back

fm2 to secure a better future for them. the ones that remained were simple

mern who couid keep f1¢ “ing under the conditions of rough environment. As soon
the environment et t ~hunging they felt unab.e to cope with the change

whi“h unexpectedly tore them away from their one-sided orientation towarde

wneir mother cowtry and hurled them at the mercy of quite a new set of people

invading from all paite of the world.

N 4

e come of them are waging a last-ditch battle to keep the ground. It is
f.etressang too vee an old artisan in hic sixties or even seventies still trying
towork with trembling hands on a safelosk in his ramshackle workshop, in the
mpany o1 a tew local workere willing to stay with him for what they could earn.
ther artisars retire 4. 1 krow of o man who wac at a time the only man in the
country to repair a steam-boiler, He left the Job and started small farming.
here 15 1n a place a foundrymar who ~ept going un until he collapsed and the
!oundry o lesed down.  in ancother pluce there is a foundry which could keep
Folng at the marn started manufastuling sometning for the market. (mly that he
dues not know how to start doing it and custings are now increasingly being

tnported from urope in spite o f the foundry's 20 per cent utilization of capac-

tty. And what 15 worse, nobndy el:e wants to g0 1nto the foundry business since

one foundry had to close down ind the other is not utilized.
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156, It ia s Pity to have to see ¢ happening. These men were actually unpatd
foreign experts, living on the work of their hande and the skiile they had.
Their earninge were ~ommensurate t., their usefulnesr, and thoge earnings were
mostly spent i1 the ountry. It wae the My way 1o hove small business of cer-

tain signifi an e arried on. "he breed should be rei.ewed,

157. Apart from suci provlemns, tiere ure protiems of high leve! experte to be
mentioned in crder t- See how taelr contributiosn ould be made more efficient,
There is n~ Adour i, that 4 g1 man will more rexdily devise and “rganize the
utilization ~f 2 plant's capacity than a Jess sk1]ful ome.  "n the other hand,
a useful expert ie ¢lways cheaper than a useless “ne and "economy-of-experts"

starte getting the ~ru-ial point of many @ countryte general economy,

153, v start with, Africa 1s by nc means an easy ~ontinent to [1vse ln, partic-
ularly in its tropical part., ' am and dmp 1in one part, hot and dry in another,
Very hot in the lowlands, very low atmospheric pressure in the highlands. A%l

that impairs very much anybody's efficien~y and quite 2 few people cannot stand
it at all., It should be expected that younrer people might stand 1t better than

aged ones but this 1r not always oo,

159. In point ~r human retations, any arbitious expatriate will soon find out,
that Africa 1s not . vlace where _vnatriutes are i1nvited to make a ~areer. Quite
to the cortrary. n expatriate i1l early enouch see his African co-worker

rise in position ang ab bl ranks while seelnr his own position receding into

the backercund and “oming drwn 1o the level of JuSt manpower and nothing else,
Such relations require 1 psychrlceicai Adjustnsnt f which only more staid men

are capaole since there arpe feliom Ltier incentives feund to heip to 1t,

160, Some ountres diverroacsistance 4o African lvuntries are as a rule
senulng youuger beople as expert:, keepins thanm only a short spell on the job,
Lven foreign business anteryrines re mottly sending younger people, simply
because 1t does not Piy T cend the better salaried ome. There is nothing wrong
with it so far sc forelgn busiross enterprises are concerned. 'hose younger
people will remain under somebody's supervision and if they dec not give satig-
faction, they wiil be g .nt somewhere else or fired or taken back. !uch worse

is the case where young inexperienced men are given an independent Job or taken

up into alministration,
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here thos. people are lacking experience is sxa-tiy the point where they
‘hemaelves confronted with probleme of insulfi- lent Aevelopment, lack of
rsation and rervi #® Mmate: Yhet res ul e.ess and s does Lheir ton e h

cived techaical trainity based or & cary moderr te hno| ¥ oF theyr too

cied knowledge of economir concerned with problems of the industirisiised

e micro=and maoro=es snomy  of ALY an o cutries e undersiandal 1y snough
prertvines with general economic trende an the wirld, and yet 1t s guile a
fitterent eoonomy where rules ot arn industrially developed worli do not apply.
he poan angtrunents ~f deve!l spment ape erntiielane, perseverance, uneelfishneas,

ceoof thne country oand very much wisdom, ?;rrmﬁa{Nthpmgxmmnyfhnmﬂi
yreinet the developed world, more wisdom 1+ required .ere than there. snwhere
o reutine work heip and nothing i1e good enough for a developing country. These

o+ the only fived ruies that should be recspected,

ity Before closing the ~hapter, there 1s ¢till one more type of expatriates
i Africa to be menticned, They are those ~onnected with big trading organiza-
t17n., cpecialized for trading ir developing countries; particularly before
they started developing. As suh, they : re enjoying a migh social status, and,
“inve renognized as ¢ ood vuginessmen unduly respected in point of industrial
tevelopment.  Come very serious blunders can bLe ascribed to their activity in
wri

i

sy Targing from fatories lacking rav materials to fartories lacking mark<is,

Ay they should not be Linmed to~ much cince their intentions were good,

f—
—~
PN

. lte the same as thiose of some Eastern “ountries who did exactly the
same ind of mistakes but ncot in the same country. ‘'hether from the Last or
from the est, Liunders w11 be m e Lecause of an ame teurish approach, or a
nureaucratic treatment or bad expertising or just lack »f experience, They are

P human traite but, unfortunately, the African 1s called upon to foot the bill,

NOEIRES 0 ST
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[t A recently conducted survey on the development of sugar cane based indus-

triec in an African country revealed that the two sugar mills operating in the

i
?
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siderabiy t: redice their Sperating corte ad produce heaper sumr, if thay wiy
had their abe by pooied in o me gait,  at 4 mentyon t1natl the Y mite & e
lees thar three Ziler distant we (re the Aaey, he twe siile apre produe i ng
iy blea hed raw saumr oo Aliml TpiSBtali ok white £ the o owyptry Emgpe o

mporting ali of |t NEHRpty e o refined cugng ant cabpw

166, There 1 4 third Bugar sil mow under  oneteg tion for “plantstin white®
agn'n, and the utiigatior of . ta BReo ity remaine fuily pen fop ape: .latyon,
It should be aiu- mentioned, 'hat neither ¢ the tiree m11 .0 prs Lded f o the
utilisation of @oianses, whi i, in Nrequel e, are Peing throwe AWay., o nake
thinge woree, the =1 . are abcul YA wiles Distat fpos tive nearest cea prt

which should te 4 great nandicar at oany ttempt o BEPTOYY tne sygse,

167.  In anotner ate, someb vy propored 4o pet Hor opaper pulp =317 o 4
Capacity of ecome .9, A% tong EEI annus - i ince 2 paper mill (now under onEt Yo -
tion was suppose! t uge M Eome £ Wl tone of that puip, the reet wae planned
to be exported, 4. wlations prompti, showed, that tris would Cause a constder-
able loss. The mill had t- te estabilsied in a place where iquate water and
raw materials meet, and that 1. nowhere rear encugh te the tide~water i1ine, and
the pulv weuld incur ineafferat. e hauiage corte 1f exported, vaesider veing too
expensive as to production Tl due to tae hagn fuel value f the raw matsrials

and, last not least, 1nadequnte “apacity of the plant,

168, Subsequent aieulati ne eroved thot the piant could ve made rrofitable
only if 1its SApat1ly was eight to tenfold of whot 1t waf proposed to be., [n
the meantime, .ther African seuntries eot a taste for 1t, under apparently better

conditione and the export provability curved 4-wn,

169. It ie diffi-ult v accept, tuat the -onsultant pProposing a capacity of
15,000 tons per unnum did et know oin advance that 1t wae opeless to expect
profitability fron 1t, except under a heavy fiscai protection, and in no case
if counting on expert. It 18 more likely, that the consultant Was o victim

to certain prejudices which are prompting some experts from very industrialized
countries nnt itc make anything big in Africs, B1g new enterprises might cause

trouble on the international market. BResides taking over the local market, they

would intrude upon the other onet and thet simply would not do,
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. his foes aat regerd iadustirial eaterprises oniy. A reputed Yest-Buropesn
#u g tant called in tr salle some agro-ibdustrial studies, proved, that a modemm
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sttt the country itself, which benides having to luok {7 them muet also
cooene the procascabilily f 1ls minera. s, the Cropping patterns of agriculturel
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179. Avoiding generslisation, one shculd say in concluaion that every case
should be axamined for 1tself, and decided upon for itself. It should be how~
ever expected, that 1f exporte are envisaged, nothing short of big enough
oapecltise wiil do,

;@a&;;ﬁ;@;g» e hd L HUA T L

1. rut: liesd cmpa  tiea should Le tnvestigated singly in order tc see how

they are jporcted snd woether their non-utilization is due to internal or external

facrti e,

Interna; ta-to,  will inolude bad deaign, poor technology, lack of know-
how, poor prodactivity, inflexible orientation towarde s few products although
A greater arivly oouid Le produced ander #light «d justment of equipment, bad

salemmanshiy ant generally bad operst;om,

Ipder exterrii: faotors will ome bad planning in every regard, 1nappropriite
fimea! protectin of local industry tinconsistent tariff rates!, unsultable,
AApensive v oulright la King raw meterials, loss »f market -aused by acts beyond
tnfluence f 'ne ompany, inadequate supply of power, water and other causes of
that «ind.

=

24 4 number of indumtries are dcomed to remain tied to local markets as ic
the ~ase with mron buliulng materiale and, so far as developing countries are

concerne’, «.%h va=iaety of food and heverages industries.

Murther, «i. the sham industries, not actually producing thinge, but limit-
ing themse. vas to the exploatation f nuectment inoentiver will naturally re-
main limited ' [sos markets 0 o ome dowr af'ter expiry of ‘tax holidays unless

they start wthyiizing materiale of 19 ui ~rigin whl b they are now not doing.

1. bach countrv has g0t only 1 few real opportunities for the establishment
of sigrnificant, cxporting industrie:. Thene cpportunities should be aggressively
utilized app.yvin the {itest techne! Wy, and the most' modern principles of
industirial englneering to secure the highest possible profit rate. Such 1ndus-—
tries should imvariably tend to finalize their product utilizing the opportunity

to keep all intermeliate operationg 1n their hand.

4. Industries havins 2 lmited market for one product alone should tend to
add to 1t related producte, whi-n may partly utilize available capacitiea and

on the other hand split tne overhead rosts.,
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5 Governments should not allow small markets to be atomized by an excessive

number of uneconomical plants.

Plants should be of a size offering an opportunity for economic operation
even under ronditions »f n» fiscal protection at all, Setting two or three
plants on one and the same limited market does not burst monopolies, it only

boosts the prices,

e Skilled artisans from abrcad should be given the highest incentive to
~ome and settle down in African and operate their manufacturing and servicing

business there,

7. Governments should devote all ihe attention needed to the establishment
of rationally devised customs tariff, enhancing the utilization of domestic

industrial ~apacities, particularly those which are labour intensive.

H, Investment incentives should be also oriented to contribute to a better
utilizatinon of existing Tacilities, Market-creating industries should be prefer—
red and market-splitting discouraged. I/pgrading of local skills and material

rhould be realistically appreciated and related to benefits accorded.

3. Acquisition of ~apital goods, which may be locally produced, where terms
«f inans and "contributions in kind' are favouring their import, should be
¢losely examined in srder to secure a better utilization of locally available

capaclitlies,

(0.  hore attention should be paid to the development of any country's raw
materials, whether »f agriculturil or mineral origin, in order to bring them
to the level required for ratinonal processing., This regards rather their quali-

tative than their quantitative aspe-t.

11. serious thoughts must be dedicated to the problem of expatriate labour
in developing countries. Their role, costs and incentives, which may induce
foreign labour to devote 21l of their efforts exclusively to the welfare of the

country they serve, shou'd all Le studied.

12,  There 1is no doubt that ther. are cases, where free capacities can be uti-
1ized to a more satisfactory degree if used to produce goods that may be exported.

This should preferrably occur within the frame of regional common markets, for

which reason, some problems inherent to common markets should be further studied.




ID/WG. 29/6
Page 41

Export of such goods should not be made on the account of local prices

and common markets should not deprive less developed countries of their own
chances for industrialization.

Utilization of free capacities should be considered as more beneficial

h local marketing, and all the efforts of the various indus—
iries should be primarily oriented in that directinn.

ments should lend them all their assistance at it,

if achieved throug

The respective govern-









