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SUMMARY

As part of the Central American Kconomic Integration Programme, the
Central American Research Institute for Industry (ICAITI), was established
in 1956 for the purpose of promoting the improvement and development of
industry in ihe area, through industrial research, technical services and
related aspects. ICAITI, as a reginonal technical service centre, has provided
assistance to existing industries and investors within and outside Central
America, an important part of which has been oriented towards small-scale
establishments. Lack of funds, and other important elements, however, have
not permitted it to expand its services as much as it would have liked in view
of the great importance of small-scale industry within Central Americats in-
dustrial structure.

Aside from ICAITI, there exist in Central America development institutes,
productivity centres and technical vocational schools which in one way or the
other assist small-scale industries. There is no specific organization in any
country, however, that is dedicated exclusively to makiag available technical
services to small-scale establishments. The limited technical scrvices that
national organizations have been able to offer to industry, have mostly been
taken advantage of by larger e¢siablishments. Rec ommendations have been made,
therefore, to emphasize the assistance to small-scale firms in the arca, through
a regional programmec involving the pa rticipation of [CAITl as a regional centre
and various national organizations as local centres.

In the light of the experience of 1CAITI and of the related national 1nstitutions
in the Central American area, ideas and suggestions have becen developed 1n
this paper on the conditions for setting up and operating technical services for
small-scale industries on a regional or sub-regional basis.

There are a nummber of functions of techuical service centres that lend them-
selves particularly well to he carried out regionally, other functions lend them-
selves to be carried out sub-regionally or nationally, although the general pro-
gramming and coordination of the same should be done on a rcgional basis. All
of these functions, however, in oider to be effcctive require adequate m.ans
for the implementation of the same nationally, and therefore 1t is of utmost
importance ihat there exist proper and flexible local mechanisms to transmit
the work of the regional centre, and (o 1e-transmit actions to be taken by the
regional centre as suggested on a local level,

Local centres, if they exist, + ould specialize in providing the more simple
technical services, management alvice, productivity improvement techniques,
etc. required by small-scale indusiries, especially in those arcas in which a
thorough knowledge of local conditions 1s indispensable. The regional centre,
on the other hand, while a<ting as a coordinator of the services offered by each
individual local centre and providing the necessary technical backstopping
through its ovn experts and facilitics, should place emphasis in those areas
requiring greater resources, specialized labaratory or pilot plant cquipment,
highly qualified experts, greater auxiliary services such as technical libraries
and documen:ation sections, and above all, wherc a higher degree of objectivity
is required for arriving at decisiors affecting the region as a whole or each
member country or state individnally., When local centres arc non-existent, or
impractical to set up, the regional centre has to assume the tasks as described
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above for the national cenire, provably through the establishment of auxiliary
or branch offices in each member country.

Industrial rcscarch (as defined for the purposes of this Symposium), and
technical counseling can be combined in a regional centre, and important
advantages arce gained by doing so. Ii involves, however, a greater initial
installation and maintenance cost of the centre and thercfore the necessity of
the participating countries (0 pive greater financial assistance to the centre
on a permanent basis.

Similarity iu the level of economac devclopment - particularly industrial
development -, and similarity 1n the industrial structure of the member
countries, arc regarded as very inpertant conditions for setting up a regional
or: sub. regional ~entre for providing technical services to small-scale
industrics. Similacity in the size of the countrics, composition of population,
etc. are r.ot considercd as equally important ~onditions. Economic integration
and coordinated planning among the countries, although helpful and of great
importance, are also not conside1ced to be essential requisites for setting up
a regional ot sub-regional centive.

Many of the functions of the centre - conceived as nucleus of industrial researcl
technical assistance and information source -, have to be carried out upon the
own initiative and cost of the centre, When the bas's for providing services to
small-scale industry is determined, it should be borne in mind chat: a) the

full cost of the services will rarcly be recuperated by (he centre, L) a large
propoitions of the gencral or overhead e¢ponses will have to conme out »f direct
contributions of the n.ember couniiics and ) nermanent financing tor program
mes of eneral interest to the > eaton will have to come {from sources other
than ~f the incore thant the cencie can perceive through tne scrvices it renders.
Inte rnational cooperation, primacily through direct and indireci financial and
technical nssistance, is of preat importance for ¢stablishing and maintaining

a regional centice,

If the revional <cntie is to function effectively, the panicipation of the membar
countries in the formulation and ccecution ot policies and programmes has to
be carried out with a genuine inicrest in the functions of the ceatre and a direct
identification with its activities. Both formul~tion and executton of policies
should be Jonce on a cooperative basis, with adequate representation, not only
of each of the 1avmber countries’ public officials, but also of the various inter-
ested indusiriel sectors in cach country. Direct participation and identification
on the pait of the small-scale ircustries therr selves in the work of the regional
centre, is - onsidered of al'nost importance

Selection criteria of projects, piopramme determination and scheduling and
contractual practices or a regioral cenire, are some of the most difficult and
important tasks of a4 cen'rels managerment. In accerdance with the general in-
dustrial structuse of the region, its Jdcvelopment plans and potentials, and the
importance of small-scale indus riecs within this general siructure, the centre':
managemeni has to draw up its vwork programmes and obtain the necessary
financial backing for the effcctive implementation of the same. This involves
not only adequate contacts and ¢oordination among the¢ member countries!
represeniatives in the centre, but also th» establishment of the necessary links
with othe: .cpional centres and international organizations.

Inter-agency cooperation is considered as one of the essential requirements
for the proper functioning of a regional technical service centre, and for the
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avoidance of costly and wasteful duplication of efforts. Cooperation can take
the form of simple coordination of efforts, and mutual knowledge of the f
activities carried out by each agency through the existence of proper com-
munication channels. Or, the cooperation can take more direct forms, for
example, in the designing of joint programmes, in the joint use of certain
facilities, 1n the exchange of informarion and solution of technical problems, |
in temporary exchange of staff members, cte., ete. Freguent meetings of
agency cooirdinating committeces are of great use and facilitate the carrying
out of ¢oordination. j

Coordination 1s especially imporiant among the agencies operating in @ ;
particular region, but 1s also ¢sseniial hetwecen the regional technical service |
centre and similar centres in other regons of the world, Expericences gathered

in one region can prove to be extremely valuable for other regions as well,

and much timc and money spent on the solution of a particular problem can be
saved if therv 1s an adequate exchange of information and ¢oordination of

efforts. General policy making of the contres ¢an also be greatly aided through

a knowledge of programmes, opcrating problems and results achieved in other
centres. As far as the application of particular technologies 15 concerned, the
centre involved will of course have to determine the possible utilization of the
same according to the local conditions 1n its own region, but at the very least

it can save much time and effoits 1n basic investigations 1f it can utilize the

results obtained in other regions of the world,

In order to achieve optiimum utilization of foreign experts provided under
technical cooperavion prograimimes, great care has to he exercised in their
selection. A regional techmeal service centre will require experts that not
only are able to detect possible problem areas and suggest altcrnative solutions,
but also to irnplement the recommendations they formulate. Iathis sense, a
good part of the experts will have to be practical men, with actual and direct
experience in plant work: this o¢xperience, moreover, wili have to be in plants
that arc cimilar in size and 11 conitcions wath those existing in the particular
region wherce the centre 1s locaved. In mny casces it 15 also indispensable that
the experts have, aside from praciical experience, the ability to analyse
particular mndustrial aspects fiom che point of view of 4 potential investor,
and more so if they will be involved in the carrying out of feasibility studies
or similar tasks that implicate a certain amount of desk work, This latter
aspect has been found (o be one of the most serious handicaps in < entres that,
agside from providing dircct technical services to operating smaltl-scale
industrics, also carry out a certain amount ot work in technical-ccononiic
investigations aimed at cvaluaiing industrial situations o: deiermining the
feasibility of establishing new caterpriscs. Finally, it 1s important that the
foreign expcrt reccives proper briefing on the existing socio-vconomic
conditions of the region or couniry where he is to go, and tnac in carrying out
his work hc places emphasis on adapting himself and his recommendations to
these conditious,

Organization of counterpart traininy should be placed among the top priority
items of a rcuional centre, Counterpart training should include, on the other
hand, adequate training in recognized foreign universities, tachnological
institutes, industries, etc,, as well as in the centre itsclf, under the guidance
of the foreign experts. Care should be taken that the person recceiving this
on-the-job training at the cenire, be adequately prepared teo assimilate the
knowledge he is exposed to, and that the training progiamme be designed in
such a way that the traince has a chance to exercise pradually more and more
responsibilily., After an adequate period of time, the centre can then be staffed
predominantly bv local personnel, leaving very specialized tasks to foreign
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experts that can be contracted for short periods of time as temporary
consultants. Moreover, the centre can also contribute in this way to
increase the gencral level of training of the region's population, making
available qualified personnel for the industries themsclves.
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CONDITIONS FOxR SETTING UP ANLC OPERATING TECHNICAL SERVICES FOR
SMALL-SCALE INDUSTRIES ON A ({EGIONAL OR SUB-REGIONAL BASIS,
IN THE LIGHT OF THE EXPERIENCE OF ICAITI

1. Summary of the principal characteristics of industry in Central America and

the importance of small-scale vstablishments

1.1 General description of Central America and principal economic
charactcristics

Central America ) has a total population of approximately 13 million inhabitants
and a total cxtension of 441 ooo squarce kilometers. The largest country, in
terms of arca, is Nicaragua, followed by Honduras and Guatemala. Guatemala,
however, has the largest population of the five republics (around 35%) followed
by the smallest country (El Salvador) with approximately 25%. Average density
of population in Central America is approximately 3o persons per square
kilometer, £l Salvador having the highes: in the region (around 130), and
Nicaragua the lowest (around I1).

Population growth in Central America is considered among the highest in the
world, amounting to nearly 3. 3% per annum,

Althcugh no official statistics are yet available for 1966, it can be estimated
that during this year the Gross National Product of Central America reached

a level of closc to US$ 4 ooo million. During the past years the annual growth
of GNP in the arca has been in the vicinity of 7%. Agriculturc accounts for

35 to 40 per cent of Central America's GNP, this figure being indicative of the
great importance of this activity in the area. Principal crops are coffee, cotton,
sugar, bananas, corn, beans, ant cther diverse products. Manufacturing
industry accounts for approximately 15% of the area's GNP, The above distri-
bution can also be seen in the composition of the cconomically active population,
60% being engaged in agriculture, 13 to 15% in industry and the rest in services,
construction, trade, etc.

1)

For the purpose of this paper, Central America includes the following five
republics: Guatemala, El Salvador, Honduras, Nicaragua and Costa Rica.
Panama lies geographically within the Central American Isthmus, but is not
generally considered to form part of Central America in economic terms.

It should be said, however, that there is great interest that Panama joins

in the future the Common Market cstablished by the five Central American
republics in 1960.




1.2 The Central American Common Market ;

Due to the importance of the Central American Common Market, both from
the point of view of the development of the economies of the five countries J
individually, as well as from the point of view of the policies regarding ‘
assistance (0 small-scale industiies, a brief account of its stiructure will
be given.

After ente.iag into a series of bilateral and multi-lateral agreements and
treatics, some dating as far back as 1552, the five countrics of Central
America subscribed in December, 1960, the treaty that marked the real
outset of the common market as it exists today. This treaty, comparable to
the Treaiy of .iome which created the European Common Mavket, contains
the following major provisions?

a) On a common market: Establishment of a Central American
Common Market, and free ctrade for all products manufactured
in any of the five countrics, by an accelerated process to be
compleied by June 4, 1666,

b) On investments: Unification of investment incentive laws and
other legislation on industrial development of the five countries.

¢) On financing economic intepration: Creation of a specialized
organization to serve as a regional financing agency in promoting
the economic development of the area.

d) On administrative organs: Establishment of an Economic Council,
composed of the Ministers of Economy, as the policy-making
body of the Central American Common Market. An Executive Council,
composed of delegates from the five countries, is responsible for
administering the terms of the General Treaty., A Permanent
Secrectariat, directed by a Secretary-General, is to cairy out the
adminisirative necds of the Economic and Executive Councils.,

As further examples of the insidtutional framework of the Cential American
Common Market, the following o1yanizations created within the Integrated
Programme can be cited:

- The Cent1al Aimerican Bank for Economic Integration (CABEI)

- The Central American Research Institute for Industry (ICAITI)

- The Cential American School of Public Administration (ESAPAC)

- The Central American School of Business Adrinistration (INCAE)

- The Central American Univeisiiy Council (CSUCA)

- The Institute of Nutrition for Central Aimerica and Panama (INCAP)

- Th

(]

Central American Air Navigation Service Corporation (COCESNA)

- Federation of Central American Associations and Chambers of Industry
(FECAICA),

Each of the organizations listed above serves as a catalytic element in the
development of Central America: CABEIL in the financial field; ICAITI in
industrial research and development; ESAPAC in training public officials;
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INCAE in training business managers; CSUCA in coordinating university
programmes; INCAP in improving the nutritional situation of the region's
population, and others performing valuable roles in the Central American
experiment in economic integration as a means to achieving an accelerated
economic growth,

From 1561 to ihe present date, the impact of the common market has been
felt in the cconomic development of the region as a whole. Trade between the
countrics has also risen substantially, in 1960 total intra-Ceniral American
trade amocunted io US$ 32 million, in 1964 to US$ lobé million and in 1966 to
more than US$ 150 million. During the first ycars of th Common Market,
main items of trade were food products, in 1966 only onc-quarter of the total
trade corresponded to food products, the principal items being manufactured
articles (such as rubber products, paper products, clothing, metal p.uducts,
furniture, ctc,) which accounted tor approximatcly 45% of intra-regional
trade.

Although thesc figures are indicative of the impctus that the Programme has
given to regional trade, and of the shifting trends of regional production,
mention should be made of the other gains that have been made in Central
America's economic integration, In the industrial area, agrcement has been
reached on ihe stimulus and protection that should be given to local industries;
in the area of commercial instruments, agreement has been reached in customs
nomenclaturce, customs laws, uniform external tariffs for 97.5% of the articles
imported by Ceontral America from other countries, and frec trade within the
area for approximately 95% of the products manufactured locally, Agreements
have also been signed in numerous other aspects, such as for the ¢stablish-
ment of a Central American Clearing House, regional roand programmes,
telecommunications, tourism, ccfense, monetary and fiocal policies, university
programmes, sanitation, etc.

The mention of these measures only have the purpose of illustiating the general
background of the economic, poliiical and institutional aspects of the common
market, so as to understand the sectting 1n which industry, and particularly
small-scale industry, is developing in Central America and the way in which
services can best be made available io small-scale industry on 2 regional
basis, in the light of ICAITI's experience.

1.3 Principal industrial activities in Central America and importance of
of small-scale industry

As was mentioned in previous pragraphs, industry in Central Amecerica
contributes with approximately 15% of total GNP, and employs closc to the
same percentage of the cconomically active population of the arca, Total in-
dustrial production in the area amounis to US$ 7o0to USSE Coo million, the
principal activity being the food and beverage industries, which alone account
for approximately 50% of this amount. Production of textiles, shoes and
clothing and chemical products account for another 3n%, distributed evenly
among the thrce, and other indusirics share the remaining 20%. Total fixed
investment in industrial activities adds up to approximately USEH 6oo million
in the Centi1a! American area; the food and beverage indusury takes the largest
share (c.a. 3(%), followed by the textile industry (lo%), chemical products
industry, clothing and shoe industry, wood industry and non-mectallic minerals
industry, each of these with a sha:e of close to 7%. Distribution of people
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employed in Central American industry (total amount c.a. 500 000) roughly
follows the pattern mentioned above, the food and beverage industry employing
35 to 38 per cent, the clothing and shoe industry 23 to 25 per cent, and the

rest quite evenly distributed among the other industries indicated as most
important from the point of view of fixed investment and production,

. , . . 1 )

Small-scalc industry and handicraft industries ) (artisan workshops)
predominate in the Central American industrial structure, as can be
appreciated from the following table:

CENTRAL AMERICA, Relative composition of the structure
of industry, according to gross value of production, total
capital invested and pcople employed (196¢)

- Percentage -

Gross value Total Capital People
of production invested employed
Handicraft Industries 29,1 lo.0 58.5
(artisan workshops)
Small-scale Industries 22,2 3o0.2 19.4
Medium and large Industries 47.7 59.8 22.1
Total: loo. o loo.0 loo.o

Source: Joint Planning Mission, Central America.

From the above percentages it can be seen that only about cne half of the value
of industrial production and a little more than one half of the total capital
invested, correspond to establishments with more than 50 workers. Small-
scale industriecs and handicraft industries account for the other half, while
employing, however, close to 50% of the total industrial labor force. This,

of course, is readily understandable when one takes into account that the
smaller industries in Central America, and especially the handicraft industries
are very labor-intensive and usually suffer from very low levels of productivity.

Small-scale industries employ around 207 of the total industrial labor force

in Central AAmerica, contribute with close to 25% of the total value of production
and have 30% of the total capital invested in the region's industry. The above
figures, however, represent an average of all industrial activities and there-
fore tend to underestimate the importance of this sector within the regional
industrial structurc. When an analysis is made of the separate industrial
activities, it becomes apparent that emall-scale operations play a preponderant
role, as is pointed out in the following paragraphs.

Y

For the purposes of this paper, handicrafts industries or artisan workshops
have been defined conventionally as those employing less than 5 persons,
small-scale industries as those employing between 5 and 49 persons, and
medium and large industries as those employing more than 50 people.




Within the area's food and beverage industry, Central America's most
important activity in the industrial field, approximately 40% of the people
employed and the same percentage of the total value of production, corresponds
to small-scale industries; these establishments count with 28 to 30 per cent of
the total fixed investment in the food industry. The importance of small-scale
in the shoe and clothing industrics is also noteworthy: 60% of people employed
in this sector, 50% of the fixed capital and 55% of the total value of production,
correspond to small-scalc industirics. Within the wood industry, the leather
goods industry and furniture incus.ry, the preponderance of small-scale
establishments is also apparcnt; in all of these activitics, the share of small-
scale industrivs of the total value of production, of the people employed and

of the fixed capital, is well sver 50%.

Finally, it is interesting to note that in the textile industry, onc of the region's
oldest and most traditional industrics, small-scale establishments play a very
minor role. Only around 20% of the industrial labor force within the textile
industry works in small-scale firms, and these account for approximately the
same percentage of the total value of production. Only 1o% of total fixed invest=
ment in the textile industry corresponds to small-scale establishments.

Summariziny, 1lthouch there arce some industrial rctivities tn Central America
in which small-firms do not weigh very heavily within the scctor's structure,
as a whole small-scale industry and handicraft industries in Ccntral America
are very imporiant and therefore a large part of the attention of governmental
bodies and regional and internation2l crganizations, should be given to them.

Technical Services rendered to small-scale industries in Central America

by national and regional institutions; ICAITI as a regional organization

providing services to small-scale industry in the area

Small-scale industries in Central Aimerica have begun to receive specialized
assistance from national instiiuiions only during the past decade or 8o, and
although the government, of the five countrics are now cognizant of the fact
that it is of utmost importance to provide the necessary aid to these firms,
there is still much to be done. In general terms, the national ox ganizations
established tc provide technical services to industry in Central fimerica can
be grouped in three categorics: the first falls under the heading of development
institutes, the second under the headin of national productivity centres and
the third unde: the heading of cchnmical vocational schools.

Before discussing each one of these three groups of insiitutions, it should be
pointed out that isolated efforts are also being made by the individual Ministriet
in the countrics, and also by some of the government-sponsored autonomous
institutes. For example, in Guatemala, there arc various cxamples of services
being rendcred to remote villages specializing in one or the other handicraft,
services thai nre aimed at oruanizing the workers and small shops in order to
improve their production processes and the marketing of their nroducts. Some
religious organizations and branches of international organizations also have
been active in these types of assistance., These activities, however, arc usualle
carried out on a quite limited basis and independently of any national program =
me aimed at assisting local industries. For this reason they have not been
included in the context of this paper.




Development institutes

Towards the late 4o's and early 50's the Central American countries, following
the example of other countries of the world, established national autonomous
organizations which broadly fall under the heading of "development institutes''.
The purposc of these institutes, in gereral terms, is L0 act as a catalytic
element in the cconomic development of the country, in the fields ot industry,
agriculiure, services, ote., through loans, carrying out of feasibility studies
and promotional activities, ctc, The specific functions and purposes of each
of the institutes located in the Ceptral /imerican countries vary somewhat,

but for the purposces of this paper they have cne common dencminator: they

all have as onc of their main objectives to stimulate the development and im-
provement of industry.

In some casce, these institutes hove functioned with a relatively high degree

of effectivenvss and the result of tavir work has been apparent, In other cases,
due to the influence of external incters, lack of sufficient funds, and problems
of internal or ganization, the impact of the institute's work in the industrial
development of the country, has hardly been felt, although in other areas such
as agricultu: ¢, their work has been more effective.

Generally, ihough, the technical assistance or se rvices that the institutes have
given to small-scale industry have represented 2 minor part of their work in
the industrial field, the major patt of the activities having been in promotion
and financiai aspuects of medium oized enterprises, This arises cut of the fact
that they cepend to a large exteat on the governmental pregrammes in their
policy-makinyg and for a particalar covernment's rec ord it is uaderstandably
more attractive to cite the bivocst [ioure possible of investments it has
stimulated, the maximum amount of new jobs it has created through its in-
centives to industry, ¢te., ratuer thoi to indicate technical scrvices it has
made available to small-scale firms.

There is another limiting factor in the role that these organizations play in the
development and assistance . f small-scale industries, which although not
directly related with technical scrvices does have a bearing oa the emphasis
given Ly the lastitutes. In their role of industrial banks, the institutes have
the possibility of Jending money te firrns on » medium-term basis, and some
of them also have the faculty .7 participating in the equity capital of the in-
dustry, ur acting as direct promoters of the praject. However, it 18 not usual
that the iastitutes have taken inteest in small firms and, turther, their

statutes o noo usually permit them to tond out funds without ndoeguate guaranteet

Most small-scaie industries in Central America are not in a position to offer
attractive puarantees for o bhan, aba from a banker's point of view do not de-
serve first priority. The limiting factor further acts in detriment of small
industries, since the scarce icchnical assistance that the development 1n-
stitutes arce able to give to industiies, usually circumscribes itself to those
industries that receive loans [rom ihe institution, taking into vonsideration
that the assistance is gencrally piven for the purpose of guarauteeing a re-
payment of ihe funds lent. The smaller establishments within the small-scale
category, therefore, are practically left out of the limited technical services
that the Jevelopment institutions have to offer.



National productivity centres

Starting in 1960, national productivity centres were established in each of the
five Ceniral American countries, with the direct assistance of the United
States government and various international organizations such as the Inter-
national Labour Office, the Organization of American States and others. These
productivity centres have as principal purposes the improvement of productivity
in industry and commerce and ihe development of administrative, managerial
and technical skills and knowledge thirough the training of personnel by means
of specialized courses. Thuse courses are given by the productivity centre's
staff and include on-the-job training, lectures, and direct assistance in 1n-
dustrial plants or otfices. Some centres also carcy out ceonomic studies and
act as information nuclei for potential investors.,

Most centres arc independent autonomous organizations, financed through the

contribution of the governmenis, assistance of internationai organizations and
l privaie ¢caterprise. The policy. making bodies are formed by representatives
of these jzvoups.

Up to the present time the principal activity of the centres has been in the
carrying out of courses aimed at improving the productivity in commercial
and industrial enterprises. The courses are advertisced and interested firms
send their cmployees to take them, paying nominal attendance fees. Intevested
enterpriscs can also request specific assistance from the centre, in which
case cxperts will visit the firm and prepare programmes to advise them.

! With a few exceptions, it can be Laid that the work of these productivity centres

has becn of direct bencfit 1o the couniries, and that the enterprises making use
of their services have, ag a result of the sanmie, improved their operations in
the sense that their employecs have acquired a sensce of responsibility and have
1 understcedthe benefits to be accrues from the application of better organization
and methods.

The direct assistance and technical services to industrial plants has not been

as important as the instruction piven to employeces and managers of the respect-
ive firms through the courses offered. These courses, in the case of the Guas
temalan centre, for example, were attended in 1966 hy a total of 2 230 persons
representing approximately 300 firms. It should be pointed out, however, that
these figures include industriai plants, banks, commercial firme, retail stores,
etc., and that the ¢ ~urses offeret ranged irom advanced shorthand for
secretaries to cost control in the textile industry. On the other hand, the
Guatemalan centre only gave direct assistance to six firms (21l industries),

and three of which are includiea among the biggest in the countiy. Notwith-
standing, through these coentres simall-scale industries can learn of new

{ methods of organization, cost coatrol, personnel administration, programming,
etc., and the pctential iraportance of the same should not he underestimated,

Central American productivity centres have, as a general rulc, not been able
to pay as much attention as wouldl be desired to small-scale industrics, especially
in the field of direct assistance, mainly because they are not yet sufficiently

i

equipped and organized to extend thesc services on 2 wider scale.

Technical vocational schools

With the assistance of internaticral organizations ard governments of various




countries (especially the United States and European countries), a2 number of
technical or industrial vocational schools have been established in the area
during the past years. These schools have the purpose of instructing Central
Americans in skilled and semi-skilled occupations and in this way make avail-
able to industry and other activitiecs properly trained personncl, Assistance in
these schools is usually frec of sharge, since the programmes are aimed at
people who cannot afford the cost of specialized schooling.

The various schools throughout Central America have varying programmes,
some limit themselves to the giving of a simple diploma of attendance after
one or two years of instruction, and others have four or five year curricula
leading to a specialized degrec of technical secondary education, Areas
covered by these schools usually include: carpentry and woodworking, metal-
working, automotive vngine mairicnance and repair, general machine repaid,
soldering, clectricity, ceramics, masonry, radio and television, and others,

Although no comprehensive stadistics on the subject are available, there is nodaik
that small-sciale firms have already reaped some of the advantages of these
technical vocational schools, since a percentage of the so-trained persons have
gone to work in these industries. Furthermore, it is quite probable that a
number of the more recently cstablished small-scale industries have been

either built by, or with the assistance of, graduates from these schools,
However, the real impact of these training centres upon small-scale, medium
and large scale industries, will be seen in A number of years, taking into

account that many of them hav: only recently been established

The Central American Research Institute for Industry (ICAITI)

The Ministers of Economy of the five Central American countries, meeting as
the Committee on Economic Cooperation in Central America, adopted a re-
solution in August ~f 1952, requesting the Technical Assistance Administration
of the United Nations to provide a mission which could make recommendations
on the establishment in Central /imerica of an Institute {or Industrial Research
and Technology. An UNTAA mission studied this request, and in May, 1955,
its report was known and approved by the Committee. Later that year, the
Basic Agrecment establishing ICAITI was subscribed to by the five countries,
and on January 20, 1956, the Institute was officially inaugurated in Guatemala
City, Guatemalr, where its offices and laboratories are located,

The main purposes of the Institute are the following:

- To act as consultant to private enterprisc in all phases of the study and
implementation of industrial projects.

« To give practical advice to manufacturers in solving production problems.

= To conduct technical investigaiion on the utilization of regional raw materials,
on the development of new manufacturing processes and on the adoption of
the latest manufacturing methods,

= To promote and foster the application and adaptation of advanced production
methods in the development of the Central American industry so as to
raise productivity.

- To act in an advisory capacity for all public and private institutions
engaged in industrial and economic development.




- To participate in the Central American integration programmes.

- To establish Central American ICAITI Standards for quality of raw materials,
intermediate and finished products,

As part of its general prozramrme (o further Central America's industrial
development through applied resciarch and technology, available ICAITI
services include market reseavch and studies, economic and technical
feasibility studies pricr to the csiablisliment of new industries and for the
expansion of existing enterprises. technological advice for the planning and
implementation of industrial projects nnd advice on the types of manufacturing
processes, purchasing »f cquipment and machinery, site of plants and industrial
installations. ICAITI alsn performs laboratory testing, analysis and research,
{ pilot plant experiments on manufacturing processes and finally, is char red

with the elaboration of Central Aimerican Guality standards,

At the present time the Institute has on its staff o total of 120 cmployeecs,
more than half of which arc professioral and technical people. These include
economists, cost accountante , indurtriai engireers, mechanical engineers,
chemical enginecrs, cheiniet., bis-chemists, geclogists, mining cngineers,

| and others. Within this grouping, there are specialized professicnals in food
technology, leather technnln,y, rulp anu paper, textiles, oils and fats, wood
technolopy, standardization, ~ud othere. Most of these vxperts are Central
Americans, although during the early stages of ICAITIs development the

{ largest percentage of professionals were forcigne s,

The present organizatinon ~[ th: Institute includes the following Divisions:
Industrial Economics, Bnagincer ng ~nd Industeial Services, Technological
Research, Geology and Mininy, Standardizarion, Documentation and Library,
Finance and Admiristrati-a. A oo heid of the Institute is ihe Dircctor, who

is named by the United Natious widi the agreement of the Exccutive Committce,
integrated by the five Minisiers f Zeonomy of Central “merica. The Exccutive
Committec is the tom nolicy. masine bedy ot the Insticute; the Birector also
receives crientation on the part of tue United Nations, and of an Advisory
Committee, composed of leadin~ induatrialists and economic integration
officials cf Centrai America {urthor detaiie of the organizaiion of ICAITI
can be appreciated in the organizatien chart includ:d as an annex to this paper),

A large percentape of the services that JICATTI has made available to Central
America duiing its first cleven years of existence, has been 1o small.scale
industries and investors in small cnierprises. This is not to rnean that ICAITI
has not served nlso larger industiries and more powerful pgroups of investors,
as could be appreciated from an analysis »f the wrigin of total income that
ICAITI has received from the work it has done. However, this figurce is not
illustrative of the total amoani of individual services ICAITI has pgiven or
studies it has carried cut on a poia basis, it shoald be explained in this con-
nection that ICAITI has a doublc vole in the industrial development of Central
America: the first arises out of its nbligations as an instrumunt »f the Central
American Common Market, in whick it is the technical adviser and impartial
body giving opinions and perfeirmiag siudies to solve regional industrial problem:
or contributing withk elements utilized by the political bodics of the Common
Market to orient the dircction of cconomic policies of the member countries,
and to carry out technological research aimed at imipreving the utilization of
Central American raw materials and waste products. Theee activities a=e
largely financed by the contributions it reccives from the Central American
governments. The second role of ICAITI is as an industrial consultant giving

T




lo

servicest to local and foreigu pirivate enterprise, development banks and other
interested scctors. The discussion in this paper is oriented towards this
second role.

In general terms, the type of services that ICAITI offers on a paid basis to
firms, investors or instituticns have been mentioned in previous paragraphs.
Amongst the most important ones are the carrying out of market or feasibil-
ity studics for new projects and the working out or evaluation of expansion or
diversification programmes for ¢xisting enterprises. For the performance
of these services, work proposals are submitted to the iniercsted client to-
gether with cstimates or possible time of completion and cost. Also important
are the laboratery analyses, testing and solving of technical problems - or
development of new processes - on a pilot plant scale. These services are
also usually performed on a paid basis, following a gencral pricing schedule,
Geological studics, analyses and quantitative evaluations of mincral deposits
are also gaining importance within the tot?l scrvice pattern of the Institute.

As important as the services mentioned above, are the technical consultations,
organizational and management ~<vice, library and documentation information,
investment oppcrtunity ideas, ctc. , that ICAITI gives to intcrested persons

and firms that scck the advice of the Institute. & large proportion of these
services are given {rec of charge or with very nominal fees, since they usually
only involve a few hours time of one cr more of ICAITI's cxperts. As a result
of these consultations, the necd is »ficn felt to analyze the problems of the
ideas in greater detail, in which casc a proposal is submitted to the interested
person o1 firm.

Small-scalc firms in Central Aimerica make use of ICAITI's services more in
the direciion described in the piceceding paragraoh, since inost smaller enter-
prises arc not yet farniliar with industrial investigations, or are not convinced
of the benefits to be had from the sarae, and therefore the cost they involve

do not seem to compensate with the forescealle results. It should be pointed
out, though, that this attitude is not only limited to small-scale plants. A num-
ber of investors and industrial caterprises in Central America, are still not
cognizant of the advantages to be gained from studics of projecis or consulting
services rcinting to production problems, processes, inteinal crganization
appraisals, ctc. This way of thinking is rapidly changing with the onset of
competition arising from the Central American Commeoen Market, and in the
future from tt¢ Latin American Common Market, but innumerable examples
could be cited in which the Institute has had to battle apgainsl this problem.

There is an added factor which up to a certain point has conspired against a
full utilization of the Institute's scervices by Central American industry, and
especially small-scale industiy. This ariscs out of the fact that ICAITI has
not been able, in spite of its s renucur efforts, to expand its radius of action
equally to the five regional counries, and cven not c¢nough within the same
country its cffices are located, Lecause of financial and other limitations. Due
to its present budgetary problems it unfortunately has to limit the services it
can give free of charge, and it has not been able io really advertise the avail-
able assistance as much as it would have liked to in order to attract more
attention of small-scalc enterprises in the area. This aspect is so important
because in order to convince small-scale firms of the advantages of technical
services, these have to sell themselves before the propricter or managing
group is willing to pay for them, and clthough it is desirable to maintain the
principle that for any service there should be at least a nominal charge, many
services to small-scale firms have to be given on a cost free basis - partic-
ularly in the beginning.




The above remarks should, however, not overshadcw the gencral experience
and actual situation regarding the services that ICAITI gives to industry and
investors in Central America, Every year the total amount ot consultations

and studies that ICAITI makes for these groups increases, and there 18 no
doubt that with adequate financing the Institute could continually expand its
sphere of influence in the arca. cttempts in this dircction have ¢ontinually
been mad:, and one of the ideas has been tn ¢ reate within ICATTE A new
Productivity Division, intcgrated by o number of specialized oxports an
small-scale industries and an c¢aual number of Central American «onnterparts,
which would serve as a supporting body and backstopping centie o the indie
vidual Productivity Centres in cach of the Central American ¢ountrics, It

was thought that in this way the individual centres wouli have the bencfit of
added advice, technical backstopning and regional coordhination f programmes,
and ICAITI would have the chance of helping the nativnal rpamzations and of
giving dircct assistance to the numerous small-scale industries in vach ¢ountry,

ICAITI is cegnizant of the fact that it is of utmost importance that it vxpands
its services to small-scale industry, in closc coordinatiun with the various
national organizations active in the ficld, and it will continuc cierting all
possible cffo=ts to obtain the nccessary backing for such a propramme. The
Institutc believes, moreover, that its cxperience in the field and 1ts organi-
zational stiucture make it the most feasible candidate for coordinated fforts
to assist small-scale industry within the Central simerican arca.

The ideas that are contained in this paper on the conditions for setting up and
operating technical scrvices for small-scale industries on regional or sub-
regional basis are, therefore, the product not only of ICAITI's past experience,
but also of the recommendations t can make for future acticn both in Central
America anc in other regions cf the werld.

Conditions required for setting up a regicnal or sub- regional centre for

providing technical services to small-scale industry

3.1 Functions that lend themselves to be carried out on a regional or
sub-reaional basis and possible sy ccialization of the regional centre

A number of functions of technical service centres lend themselves particularly
well to be carricd out on a regicnal basis, and even shoult be carried out on

a regional basis to achieve opti wum cffectiveness, Other functions lend them-
selves to be carried out o a sub-regional or naticnal basis, although the
general programming and coordination of the same should be done on a regione-
al basis. All of these functinons, hewever, in order to be cffective require of
adequate means for the implementation of the same n 2 national basis, and
therefore not ¢nough emphasis can be placed from the bepinning that there
have to exist proper and agile mechanisms to transmit the ‘ork of the region-
al centre, and to retransmit actions to be taken by the repional centre, as
suggested on a local level.

Functions that can be performed by regional technical service centres for
small-scale industries, can generally be grouped as follows:
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- Collection and dissemination of economic and technical information,
particularly related to the identification and study of small industrial
plants or artisan workshops that are economically feasible to be
established within the regicn or on a regional scale;

- Application of new technolcyies or adaptation of technelcgies utilized
in other regions;

- Standardizatiun anc quality centrol;

- Specialize! technical counseling, relating to processes, organization,
programming, layout, desipgn, working methods, etc,

- Management assistince and marketing assistance as exrlained below,

The regicnal centre is best equipped tc handle these functions, in the first
place, becausc it can appreciate an! analyze the general situation affecting
the region as a whole and can take into #ccount the collective interest rather
than the respective naticnal interests. This objectivity is important in the
evaluaticn of the needs and develepment possibilities of the regional industrial
sector vis-a-vis available rescurces, cstablished local interests , and inter-
ests anﬁgvﬁl;:,zt—i-ti(m of other regions of the world, The above is especially
the casc in, for cxample, the identification of new investment opportunities
or the cvaluation of existing projects, the dissemination of technical informa-
tion, ant application of technolopics from other parts of the world to the
particular rceoion where the centre is located, Especially in the case of dis-
semination of technical infrrmation and application of new technologies, the
process of previous study, sclecticn, testing and disseminaticn requires of
substantial financial resources and highly qualified technicians and experts;
thesc conditions cennot always be met by a national centre. The same applies
‘n areas of standardization and qunrlity control; a regional centre will gener-
ally have more ressurces to levelop adeguate standards applied to local con-
ditions and will be able to 1o it with sreater objoctivity than isolated national
centres. In the case of quality, although it is desirable to have the backing

of the rcgional centre, in practical terms it is difficult to rerform the neces-
saiy inspecticns and regular daily advice when the geocgraphical distance
separating the ;lant and the centic is preat. Herc it is desirable to enlist the
cooperation of the local centre with capable personnel, with the necessary
technical backstopping and control on the npart of the regicnal centre.

As far as peneral technical ¢ wnscling, marketing assistance and management
assistance arc concerned, it is Jdesirable to have a regional centre coordinate
the action on the various national levels and to act as a sort of senior counselor,
However, the jiractical work and services on a day-to-day basis should be
handled by e local centre with ihe ossible help of very experienced resident
experts linkced with the regional centre. This link is considered important for
the folluwing reasons: there are many services that the local centre can give
with its existing staff, and can give better because of a oreater knowledge of
particular local conditions, However, a number of technical services and
economic assistance may require the opinion of more experienced experts,

or of experts that have a greater contaci with similar situations in other parts
of the worll, Also, the aspect of objectivity is important in many cases where
advice is sought in arcas of, fur examnle, possible export markets for the
products manufactured by small-scale firms.
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Specializaticn of th> rapion 1 centre therefore, shoulc be, first, in thosc
areas in which the local cantres cannot cffer adequate scrvices, due to finan-
cial, personnel v othiz> lsnitstiane . S~~ons an thos» areas ir which a dupli-
cation of facilities nr staff 1s n- Jdesirable ov where it is simply not poassible
due to the financizl requirements in sciting up the coentres, Sroecifically, it

is felt that the local centres | 10 iy «xist should specialize in providing the
more simpic technical norrices, management advice, productivity improve
ment technigucs | cte, reqriru; by simaldl.scale industrics, osp.ocially in
those ar2as in which © thorcush in. \'f',cdp co. oend natienal coniditions is in-
dispensable, Further they ~hould slac» emphasis in the ~iganication and
carrying cut of spzaalized covwrses for workers, administrative personnel
and managess, aimed 2t 1mproving wocking methods  teachiap of new tech.
niques, br f\l.ucninn, of knowlodpe, i, The regional centie, on the sther hand,
while acting as & coordinetor of the cervices offered by cach individual local
centre 2n. providing thie nccessary technicet backstopping throush its wwn
experts ani facilitics, chould plecr its smphasis on those arcas requiring
greater resouytos, snecialized Iaboratore or pile plant couiprent, highly
qualificd cxnorts, greater ruxiliney seovices such as technical librarics and
documentatica sections, cnd "beve ali, where o higher degree of objoectivity
is requiicd for nrriving at :dedisions aflccting the repion 2s o whole or each
member country or state individuallv. When loca] centres are non-existent or
impractical to set up the vegional coptre will of couree have to assume the
tasks os Jeccribed above for tle naiicnal contre, proabably through the estab.
lishment of avxiliery ¢ branch oifices ia «ark raember country.,

3.2 Advantaces and disaavantaoces of combining research and technical

Coun“olmy 1n N ore: "01 1« \,n,re

Industrial eser b, oo oo A abhe ATOE MEMOIRE sent to the participants
of this Sympaosiurn, :hivuld tmply “techaoronical rescarch undercaken to solve
a specific problem of & - aall ireetripl opternrice, hut not gencral technolog-
ical research

In this context. it is helieved (bt the combining of reszarch with technical
couns ‘ng is beneficiol (v the cemire, to the ccuntry or count ies and to the
industrial cnterprises. It ‘rvolues, lcwever, @ greater initial installation
and mainten~nce cos. sf the ceatie and thevefor» the necessity of the partic-
ipating counirics to give greater iinancisl ass:istance to the centre on a per-
manent basis.

The advantages to be pained ¢f combining research and technical counseling
are, in the fiist place, the poseibility of intenrating the assistance and recom-
mendations made by _¥perte of the centr~ with actual application of the same
through previous research at ihe ceatre's laboratories or pilot v lint, Secondly,
a particuiar problery of # smali-scalc-enterprise can he analyzel thoroughly
outside the plant by the cent=e's spocinliscs, with aldequate cquipmient required
fcr the rescavch nnd analysis, obvinting 10 this way the necessity of costly
shut-downs o1 plant sections or of dic wnole Jactory for pericds of lime. This
of course presupposes adequatc ldLOrat')"‘v and pilot plart facilitics at the centre,
which, in cn¢ senge, could be considerc i a disadvantoge of combining 1esearch
and technicel counsiling Tue (o e much hicher initial and maintenance costs
of the cent.c Jia added alvintage of coirbining these twe functions is the prac-
tical training that is ¢ivew to n"tm‘al tecriocians end experts v.orkinrg ac the
centre; asile from incre casing the gencrai level of technical knuwledge of the
country's or regiun's populatisn, which 1n itself is of great importance. a num-
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ber of trained experts or technicians are gradually made available for being
hired by thc industries directly or for continuing advisory services through
the technical service centres.

3.5 Size of the ¢ cuntrics, basic resources and level of development as
Con itions required 1or fetiing up a regional or sub-repional centre

Although undcubtedly there ckist many cases in which regicnal centres could
be sct up with the participatics «f < cuatiies of varying levels of acvelopment,
and considerably different rescuices and sizes, the experience of ICAITL in
Central America induces to recommend that these Jiffcrences be as small as
possiblc. The basic resources and level of development are very sinlar
among the niember repubhics ol the Central simerican Commicn Market, which
at the same iime ¢onstitute the participants of ICAITL This similarity has
facilitated the work of ICAITI as the regional centre for indusirial development
in the sensc that common prooramrages and objectives can be cstablished for
the repion as 2 whole, and that the implementation of the same ¢an be made
on 4 morc raticnal basis.

This is not tc mean that all member countries have to have identical levels of
development or resources; the Central American countries, for ecxample,
althouph very similar in their seneral economic structure, are quite different

in terms of size, population comnosition, etc, The only really important facter
for the cfficiont functioning »f the revional centre, from this point of view, is
that all the member countrics feel that they individually can oain from the
establishment of the centre, Howevoer, 1t is very possible that one country
derives mote benefisthan otheis trom the cenire in some of its functions or
activities, anl!another ccuntry in 'ifferent ones. In the case f Central America,
ICAITI's expericnce has shown this to be nerfectly feasible 2ad in many cases
even beneficial for the economic “cevelopment of the repion as 2 whole. It should
be taken into nccount, notwithstantine, that within the indus.rial stru ture of
Central /smerica ¢cach member ceuntry has an important percentage of its labor
force an. listributicn ~!f establishments within the small-scale enterprise range.
As was pointed cut in the first paiasraphs of this paiper, small-scale industries
and handicraft industrics play a very important role in the revion's industrial
activity, individually and totally.

Summarizing, siniilarity in the level ni economic levelopment - particularly
industrial levelopment -, aa! similarity in the industrial structure of the mem-
ber countries, arc regarded 18 very impurtant conditions for setting up a re-
gional or sub-repional centre for proviling technical services ic small-scale
industry. In ciher words, the 1vanizaiion and operation of a recional centre
will be ¢onsilerably more difficuii if within the participating sroup there are
countrics with preat differences in their lepree of progress and with consider-
able variances in the participation of small-scale industries within the national
economic an. intustrial strucuure.

3.4 Ecocnoric integration and cocrrination of small industry planning as
pre-roequisites for sefting up a regional or sub-repional centre

In Central America ¢conomic inteoiation has been an important factor in making
possible the provision of technical services to small-scale injustry on a region-
al basis. Uniform customs nolicies, industrial promotion policies, common
incentives, cic., have created a faverable climate for the planning and coordi-
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nation of a regicnal centre's activities, and have permitted a more rational
approach in the advising of development plans for the industrial sector.
Lepecially in areas of marketing assistance and feasibility stuldics for the
establishment of new industrics ov the expancion of existing ones, a2 common
economic .enuminator has been of ereat help.

The samc is the case in pencral torms, with respect to small industry plan-
ning, and probably in this connection cven of preater importance. /s was
mentioncd before, one of the main advantapes of A repional centre over iso-
lated national centres is the depree of rbjectivity that the regicnal centre can
have in the over-all appreciation of the industrial potentialitics of the indivi-
dual member countries, and the areas in which emphasis should be placed

vi# -a-vis the repgion's resources, interests and the interests of other regions
of the world, This function of th regional centre can of course be preatly en-
banced if, to bepin with, there is » coramon framework for smaller-industry
planning,

The above remarks do not imiply, however, that economic intepration and
small industry :-lanning are c¢ssential pre-requisites for setting up a regional
or sub-regional centre. A regicaal centre ¢ ~uld be st up cven without these
important clements and there arc aood possibilities that it can function with
effectiveness. Economic intepration and joint small industry rlanning will obe
viate, however, many problems of the regional centre, and will facilitate its
organization ani programminy; in this respect it is certainly recommendable
and, whenever possible, cconomic inteeration and ¢oardinated I*lanning among
the countries, should exist previously, but the essentiality and pre-requisit-
ability is, to a certain extent, questioned.

4. Sponsorship, organization, financing and management

4.1 Agreements and obligations required amcengst participating countries
or a repional ur sub-repivnal centre. Desirability of national centres
and the coorcdination with (he rericnal centre

The type of apreements and cblizations require ! amongst participating countries
depend, basically, un two aspects: first, the functions that are viven te the
regional centrc, and sccond, the existence of national centres, If there exist
national centres, the apreemeais to be reached amongst the participating coun-
tries have to include not only as; »cts of the regicnal centre itsclf, but also of
the coordination between the national and repional centres. If the recional centre
is set up tu cover a number of ¢ountries where national centres are non-exident,
the agrcements would have (o be samewhat Jditfferent, On the other hand, if the
regional centre's functions inclule, aside from technical assistance and e¢coe
nomic consultations, industrial research and other proprammes of wider cov-
erage - such as standardization, quality control, ctc., -, the agreements and
obligations cf the member countries will have to be much mere extensive,

A basic agreement will have t» be Irawn up by the member countries, in which
the following aspects will probably be included:

- Purposes and objectives of the centre

- Scope of work, Functions to be rerformed by the centre
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- Structure and organization cf the centre
- Location an. staffing of the centre
- Financine of the centre anl sther means required for its operation
. Coordination of the contre with naticnal organizations and apencies
- Other aspucts,

With the purposc of extending the services of the repional centre as much as
possible, cspecially if the area ccvere ! by it is laree, it will nrobably always
be desirable Lo establish in the ~rrecment the way in which small-scale indus-
tries throuchout the revisn will be eble t» receive this assistance. It seems
that the vencral treni in this ‘'irecticn is to work through national centres if
they exist, ~t t create them if they are not yet ~reanized, Failine this, to
set up branches  r units in the ~aviiciyating countrics.

If this line f thinkine is follcwel, and it anpears reas nable to e s, the
principal obliraticns f the member ¢ untrivs would be to provile the necessary
backine not snly t+ the revional centre, but alse to the pati nal centres. In
addition, the member ¢ountries wauld have to avree tha the resviocnal centre
acts as ceorldinator of the naticnal centress this of course implics an adequate
representation [ the member countries in the governine boly of the regional
centre, s. that revinnal decisiong ~re executed on 2 naticnal level,

The rerional centre would, then, be in charoe of drawiny up 2 master plan for
the resion as a v hole in areas Jf technical services, counseling, small-scale
industry :lannine, tnlustrial research, cte., and woull, in ¢lecse coordination
with the various natronal cent.es, letermine the specific tunctions to be car-
ried out by cach orpanization. In @ccordance with this letesmination, work
programmes woulld be set up, means Cetermined, aad once activitio s start to
be carric! sut, ndequate contrel and ¢ ordinaticn mechanisms woull be put
into effect, In this way the work of cach individual centre will be more produc-
tive and the rescurces s allocate!! will be better utilized, as described in
previous sections,

4,2 Basis for providine services to small-scale industry, staffing of the
repional centre and nhysi:nl {acilities required

If the work ~f the repional centre is to be effective, and it it is lesirel to make

the bigpest mossible impact n the ‘evelspment and improvement of small-scale

industry th>ouech such a prooranme, the centre has to be well mroanized, prop-

erly staffe! an.! equipped, adequately financed, anlas was inlicated above, well
coordinate ! with the activities carrice. <ut »n a national level,

‘Many ~f the tunctions *f the centre - conceive! s a nucleus of indlustrial re-
search, asststance and infrrination scurce -, have to be carried ~ut upon the
own initiative an? cost of the centre. This is especially the case in countries
where inlustry, an! more s. smallescale intustry, s not cot accustomed to
consulting scrvices, ant where ¢ nsequently a laroe part f the initial efforts
of a regional service centre have to be spent on sclline the a ivantares to be
gained from technical assistance, Mcroeover, if the reoion where the centre is
to be set up is relatively unler'eveloped, anlin crler to proviic the necessary
impetus for the rational exploitation of industry preliminary studies have to be
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carried out fcr the creation of new enterprises or for breaking of traditional
defects of existing ones, adequate financial resources have to be made avail-
able to the centre.

In the initial stages of the regicnal centre, therefore, senerous financing has
to be given t- it by the participatine countries; as time soes by and the centre
‘has establishe? itself and has painel the confidence of the repion's entrepre-
neurs, c.niributions of the member countries can diminish scnewhat, but never
completely since many uf its services will have to continue being viven on a
cost free basis in the interest f ‘he ecunomic development f the repion, In
addition, permanent staffine ~f o recincnal centre inv lves counsilerable fixed
costs for the institution, Many of these costs are reimburse ! by the paid serv-
ices the cuntre - an uffer tu firms, but it cannct be assume.' that the total pay-
roll of the centre's staff will come out  f this inc bome. Aanlt, finally, if the
centre is t» include industrial rescarch, equipment not cnly has tu be made
available a2t the bepeinning of the centre's speration, but an adequate financial
reserve has to be on hand for maintenance and renewal of the same and for

the acquisition of modern machinery, in acc-rdance with technelogical develop-
ments,

The purpose of pointing out the above aspects is to emphasize that when the
basis fcr provi ling services to small-scale industry is !etermined, it should
be borne in mind that: a) the full cost of the services will rarely be recuperate?!
by the centre, b) a larpe proporticn of the general nr cverhea expensces will
have to come cut of direct contributions of the member countries, and c) per-
manent financing f>r proorammes ~f peneral interest t- the re-inn will have to
come from scurces sther than . f the income that the centre can perceive from
the services it rcnders. In ¢ronsequence, the provision of services to small-
scale intustries should be ~n a paid basis in principle, although for the reasons
indicatel in previous naragrarhs, many of these will have to be piven cost-frec
in the initial stanes of the centre's peration.

Staffing anl physical facilities require.! will depend on the particular type of
services t. be rendere ! by the centre. If the functions assigne.d to it involve
consultaticns or stu‘ies in very specialized industrial aspects, it will be nec-
essary to have the specialize ! equipment and facilities, the corresponding ex-
perts, an.! » lequate Jocumentaticn ani library sections. 1f, 'n the cther hand,
not very spccialized assistance is foreseca, the staff will picbably be compose!
of experts with more general backersunls and experience, an! not necessarily
limite! tc one narticular industrial activity., Physical facilitics in this case will
also consist of versatile and rea.ily aaptable equipment, an' appropriate otfice
space and laboratory buildings,

Staffing cf a repional centre is of ccurse of utmost imp:rtance, and should be
one of the mrimary preocupatirns «f its organization. Experience has shown
that it is advisable to spend alequate funds cn the trainins . f local professionals
and technicians, both at the centre as well as threugh schecline and practical
experience abroal, Foreinn experts are inlispensable in the [irst years of a
centre's life, but these shoul! rradually be replaced by natinnal ciunterparts
who have had the opportunity of woerkine side-by-sile with the frreign experts
for adequate [ ericds of time, an! who have also had the chance of receiving
specialize! training abroacl, As time goes by the centre will be able to handle
most services with national experts, an! when very specialized aspects ¢come
up or particular technical assistance cr advice is require !, foreign experts
can be called in as temporary consultants for short pericis of time.
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Usually the regional centres will want to count in their permaaert staffs with
at least an a 'equate number of in 'ustrial cngineers, mechini:al a 1q clect.rxcal
engineers, civil enginecrs, chemical ¢ngincers, chemists ¢ onornists, indus -
trial cconcmists, stat isticians an' acccuntants, Hewever, a¢ wos sud nefore,
the exact intepration f A cortrets staff will lepend on the typ - o tmall-scale
industrics in existence in the rericn, the type of Jdevelopmont proerammes,
and the soecific services the ontre is to- make avatlable,

4.3 Pariicipation f the membes ¢ untries in the formulat or ar.! execution

o — —

I licics and proprammes Tthe rewional centre

If the revi nal centre is to tunction oftectively, the partici at on ¢ 7 the meme
ber cuntries in the f-rmulaticn an ' excecuticn of pelicies ¢nd proprammes
has to be carrie ! cut with a penaine interest in the functizis f tie centre and
a direct i entification with its activities, B th {..rmulation an: ¢<ocvtion of
policics sh-ul. be done .na Co.perative basis, with adequ te reosresentation
not only ot ¢ach of the muember ¢ uotrics, but also of the var oun interested
sectors wiihin ¢ach country.

Governmenial authrities, public scrvints, Civic and busiiess l:alers, and
internati. nal vxperts can have excellent ideas on the way @ contie sheuldl be
organize an 'l the types of proorammes it sh.uld carry »ut, ¢nlcan draw
heavily «n lin.wn experrences in . ther ¢ untries in orler t cipudite matters
and prevent ¢ stly mistakes. <entesentatives from these vec 18 wili, probably.
be mainly res . nsible for the cpanization ant manapemer ¢ the repional
centre, i for o ther reas.n than that the centre's princit al firancial cone
tributi. ns will be ¢ .miny tr an the oo vernments of the mer tbor ¢oantrics and
from the assictence  finternational reanizations. It is vocy irmoortaant
however, th  the private inlustrial sector be taken into acccini, an!that
advisury © munittees be formel ur representative be nane  toa t «n behalf
of this scctor.

In this ¢ nnecticn it should be printe’ cut that it is jesiratle ‘hot .n the formu-
lation an ' execution of programmes an ! pelicies, the pote ti: 1 uscvrs of the
gervices - o1 representatives ~f the same -, have a dircct ve ice in »ointing out
their interests, needs and requirements, s: that the activ- i¢s f "he centre -
especially th se that have t+r "o vith ¢ unseline an'l indust ia re¢s:arch-, are
orient..’ in pr luctive directicns an', racst important -f 21, st that he centre
is fully utilize ', In this way the centre can become part «f, an ' robably the
nucleus o f, 2 cooperative level pment ~cheme, in which p vornioents, inter-
national © reanizations, public s.ovants, in lustrianl ~reanizati one ind executives
an! proprictors f small inlustrics themselves, are parti ipting. This par-
ticipaticn, morerver, will retlect itself in a full identifica i1 witn the policies
anl prograimmes ot the centre an ‘ ¢¢nscvquently the centre will be'ter be able
to serve the ~urp ses for which 11 was created,

4.4 Spccial prs blems in the manapement and administrati 'n of 1 re ional
3ot prujects,

centre, in narticular as regar TS the sclection nr accent. nc
——e y - K e
rorromme scheauling an ' o atroctual practices

Managemuont ¢t 2 reewn nal centee o ¢iling scrvices to sm:ll.scale industries
is a complicated task which requires nit .nly a very clear visw ot the existing
situation in the region s resar ‘s the levelopment and Hro slems f smail-scale
industrics, but also preat executive ability. The managine bc ly ind especially
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the Manz.ging Director, has to be ~ble to awaken the interest of the partici-
pating countries, has to maintain this interest, has te coordinate the varying
needs an< requirements of each country an' industry aroup, has to constantly
sel! the services of the centre, an’ has to administer the centre intornally in
such a way that it functions <fficiantly ~n? with positive results, This 15 no
simple task, an.! the problems inv lvelin each .ne ~f these oblipations re-
quire the participation ot able men with 'irect experience in the repion's
practical lay-to-day activitics, 1i requires 2lso an efficient ant meolern inter-
nal orpganizaticn, pascd on scientitic principles of @olministration applicd to
the particular conditicns exastine in the ¢ountry repicn,

One of the essential tasks f the centre's management, asile from its oblipa-
tions as » liaison body between the centre and the member countries and other
regions f the world, 1s the elaboration of alequate work prosrammes an
control mechanisms for the implementati 'n of these procrammes, The latter
will (f crurse bLe lesioned accorling to the particular requircments and inter-
ests of the revion under consileration, and will probably follow &oveneral
development plan in whicl, small-scale industry is intepgrate ! within the over-
all industrial scheme. In nccor lance with these terms of reference, particular
selection ¢riteria will be establishe ' internally in the centre for the acceptince
or prom«iion of projects, Althouch iv cannot be expecte ] that the centre's
management act in all cases with complete imparuality an! according only to
technical criteria for sclection of projects, these should fit iats the recognized
needs an! ‘cvelipment prssibilities of the region as a while, This, particu-
larly, is the a’vantace of having o reeicnal centre aa !l constitutes one of the
principal arguments in its favor.

Programme schesluling in a4 recsicnal service centre is of preat importance, 28
is the contr: 1 ~f the cxecvtion of the established programmes., It is, at the

game time, 2 very lifficult task e1nce it is not always pessible to foresee dif-
ficulties that can arise, no matter how much experience the centre's nroprame-
me officers may have, However, within the peneral operations plan of the cen-
tre, an ! in accordance with recovaizes priorities anl ace ls, propramme schel-
uling can be c¢ffected and, if ~roperly Jone, constitutes ne o f the main man-
agement tcols ~f the centre's 2zecutives. It shoull be borne in mind, n-thwith=
standing, that inlivival programme scheluline of projects or simalar activities,
as well as oeneral propramme scheduling ~f the centre, sheul! be carrie! Hut

on a team bzsis with the participation of all executives an! experts involved,

8n as to arrive at schemes that are within acceptable limits . probability and
that have the lirect involvement and identification o the pecple that have to
carry them ~ut,

The obtenticn of the necessary financial backing from public, international or
private sources, should be one of tiie principal preocupaticns of the management
of the revional centre. Without alequate financial backine, as 'escribed in a
preceline section of this paper, the activitics of the centre will be preatly handi.
capped an.! an unstable imasc will be created in the minls ~f its uscrs. The
contractual practices of the cenire, thercfore, have to reflect a basic solidity
of the centre, but at the same time followineg scerious business practices. This
is to say that the users «f the cenite's services shoul! not oot the impression
that the centre is a lucrative . ryanizatior tryine to make as much profit on
them, but at the same time thoy shoul. not think that the centre s @ philantropic
orpanization «r a public rpanization tnat has the obligation «f ¢iving free teche
nical assistance and services to inywne who asks for them, cven though many

of the services should indea? be given tu small-scalce industries on a cost free
basis. It has been found to be useful that any request fur services he channelell
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through a hipgh official of the centre, who is responsible for determining Fhe
proper person within the centre's staff who can handle the request. At this
time the request is carefully defined, the scope of work established, and the
contractual system tc be use.! l¢termined. Excepting those cases in which the
services to be renlered are psiven -n a cost free basis, ihe proposal usually
inclules the tbjective and scipe of the work, the means to be uiilized, the time
of completion, the total estimate ccst and the method of payment, Depending
on the particular centre's policies an! its financial resources, payment is made
once the v 1k has been finishe ! cr report handed over, or proportional pay-
ments are male durine the course of the work., In some cases, the centre may
be willins te lefer payment uatil the proposals have been put inio operation or
the plant has been establishe .,

Cooperation anl coordination

5.1 Inter-asency cooperation required for the effective functioning of the
regional centre

Couvperation between naticnal cent:es and the regional contre has already been
discusse ' in previous secticns; the type of inter-agency cocoperation referred
to in this sectirn is between similarly orpanized asencies created to offer serv-
ices to in'ustry, aericulture, ote,, or branches f international organizations
operating in the same repion. In the case of Central Aimerica, for example,
there are a number of apencics - nalicnal an! internaticnal, public, and semi-
public -, that ffer direct ~r inlircct assistance to in 'ustry. There are innu -
merable cxamples where these arencics have not been able to function well due
to conflictine arcas f interest on® lunlication »f cfforts; one of the most im-
portant conlitiens tor the effective functioning ©f rewional conires lealing with
services t~ small-scale inlustries, theref: re, is the avei'ance of duplication
prourammes on the part of lifferent apencies. Duplication noi cnly rcesults in
wasteful eff rts exerted by a vumber f people and nreanizations, but in con-
fusion nthe part { the smali-scale in'ustries wha ¢ not kn.ow where they
shoul ! wc if they need technical services., C ‘operation is a Jdifferent matter,
and if properly plannes and ~roanize !l can be of sreat usc to increment the
activities an.l the ranve f scivices tha! the centre can offer,

This cooperation can take the form of simple cocrdination of efforts, and mu-
tual knowle Loe of the activities carrie ! out by each apency through the existence
of proper communication channcls, Ot the ccoperation can take more direct
forms, for example, in the lesionine of Joint programmes, in the joint use of
certain facilitics, 1n the exchanve of informaticn and sclutioa of technical prob-
lems, in temporary exchanee of staff members » etc, ete, NO matter what form
this couperati n takes, there is no . cubt that if there are common areas of
interest, a 'vantaves will be paine | by everyone concerne ls M reover, if there
are areas of conflict, it 1s better to solve them through mutual cooperation
than to waste the resources of the recion and of the financing cntities in the
duplication of cffurts,

One of the first steps to achieve this much desired cocperation between agencies,
is to lctermine which agencies are operating in a particular region and what
they arc lcing or are suppose to be doing. The next step is to establi sh the
necessary communication channels so that information can be funneled into one
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particular place, and an exact inventory can be taken of the situation. Once
this is done, it is a matter of achieving a positive attitude among the partici-
pating agencies in determining the particular areas in which each onc is best
suited to work in the region, taking into account the needs of the countries and
‘the legitimate interests of cach agency. At the same time areas of cooperaticn
‘are determinc. and the mechanisims for carrying out this cooperation arce
establishe.. Finally, frequent meetings of a coordinating committee should be
organize<, in which the activitics of the varicus agencies arc mace known to
each other an” possible conflicts are jointly discussc.l.

Coordination is cspecially important among the apencies cperatine in a partic-
ular repion, but is also ¢ssential between the repional technical service centre
and similar centres in other repions of the worll. Experiences pathered in onc
region can prove to be extremely valuable for other resions as well, and much
time and money spent on the scluticn of a particular problem can be saved if
there is an alequate exchange of information an.t coordination »f ¢fforts. Gener:
policy making of the centres can also be greatly ailed throupgh a knowledge of
programmes, operating sroblems an.! results achicves! in other centres. As
far as the application of particular technologies is concerncd, the centre in-
volved will of course have to 'etermine the possible utilization of the same
according to local conditions in its own region, but at the very least it can sav.
much time an.’ efforts in basic investigations if it can utilize the results ob-
tained in other regions of the world,

5.2 Optimum utilization of foreign cxperts provided under technical
Cooperation programmes an. orpanization of counterpart training

Durinp the first years of a centre's existencc, particularly in less developed
areas of the world, great reliance has to be placed on foreign experts to staff
it. Gradually, as local personnel becomes available and counterpart training
has been completed, foreipn experts are less in:lispensable to fill certain po-
sitions; in very specialized fiells, however, more time may elapsc unti! prop-
erly trained local experts will be found,

In order to fully utilize these foreipn experts, it will be necessary to:

a) determine, on the basis of previously established programmes, the exac®
requirements of the various jpusitions to be filled;

b) provide the necessary facilitics and logistic support so that the experts
can fulfill their obligations without obstacles;

c) organize the work of the ¢rperts in such 1 way that they will have as muc”
contact with local conditicns, especially, in the beginning, so that their
experience and knowledpe can be applied beneficially taking into account
the particular situation prevailing in the region;

d) establish the nccessary mechanisms for review of their work during
adequate intervals, and

e) promoctc their active participation in the carrying out of the established
programmes and in the formulation of new programmes or revision of
existing ones. :
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The above arc some of the most important aspects that have to be taken into
consideration, but other conditions and organizational aspects are also as
important.

In order to achicve optimum utilization of foreign experts proviled under tech-
nical cooperation proprammes, sreat care has to be exercised in their selec-
tion. A repional technical service centre will require experts that not only are
able to “'ctect possible problem arcas and supgest alternative solutions , but
also implement the recommenlations they formulate, In this sense, a good
part of the experts will have to be practical men, with actual and direct expe-
rience in plant xcork: this experience, moreover, will have to be in plants that
arc similar in size and in counliticns with those ¢xisting in the particular repion
where the centre i locate.l, In many cascs it is also indispensable that the ex-
perts have, asile trom practical experience, the ability to analyze particular
industrial aspects from the point of view of a potential investor, and mcere so

if they will be involvaed in the carryine out of feasibility stulics or similar tasks
that implicate 2 certain amount of lesk work. This latter aspect has been found
to be one of the m=st serious hanlicaps in centres that, aside from providing
direct technical services to operating small-scale industries , also carry out

a certain amount of work in technical-economic investipations aimed at evalu-
ating industrial situations or determining the feasibility of establishing new
enterprises.

It is als» »f grcat importance that the foreign experts have a basic understanding
of the Incai socic-economic conlitions and that in their work they take into ac-
count the reeicn's or country's particular preblems and customs, especially

in the human relations aspects. This of course involves previous briefings and
preparation ; rior to the arrival i+ the country assiugned to the foreien expert,

Taking inti oo vt the difficultics involved in finding expoerts that can assist
regional centres in less leveloped areas, and especially experts that meet the
necessary qualificaiions ns sutline ! above for a particular situation, the tech-
nical cceperaticn ¢ reoinizations have to try to avoid recommending candidates
that arc not suite? for the type f work required in the centre that is requesting
assistancce. This racaus that in many cases the cooperatine orranization will
have to supplin' the revional centie in the determination of the job specifications,
especially where the centre itself is new and the people directing it are not yet
aware of thei: cxact requirements or ') not yet have precise working programe-
mes. In this respect, the experience ot similar repional centres can be of nreat
assistanc. in the initial stapes of a new centre.,

Orgpanization of vounterpart trainine shoull be placed amonge the top priority
items of 2 resional centre. If after a fow years of existence the centre has not
starte: te levelop its own persconnel, and if it continues relying on foreipn ex-
perts, it vill have scrious lifficulties in maintaining itsclf; more so if its cre=
ation has boeen pessible due to cutsice help, which can be cut at any particular
moment. Not only ic i detrimental for the region te have to rely on foreign ex-
perts, from the point of view of ihe high cost they represent in comparison with
other types of staffing, but the ‘Prertunity is lost to train local ~cvsonnel and

in this way te increase the human investnieni of the repion's poputation, If a
centre's contributicn to the evelopment of the revion is nothing else than having
trainel a goc ' number of local cxrerts, it alrecady has achieve:! something very.
imporiant, If, howev.r, the Jevelopment of a repion will continue to depend on
the advice of for *ion experts, the centre will have done nothine more than to in-
crease the lerrce of Jdependency of less developed repions on leveloped coun-
tries.,
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In this light it is of utmost impertance that the regional centre provides the
necessary conditions for counterpart training, not only within its own bound-
aries, but also by establishing long-range training programmes in cooperation
with specialized universities, technical institutes, centres in cther countries,
etc. This may create an adde. financial burden for the centre, and there will
always be opponents to the scheme, tur this reason, but in the interest of the
region and of the centre itsclf, iv is certainly worth it, Morcover, tor local
personnel te be able to assimilcie the experience and knowledee of foreion o¢x-
perts, it will usually be necessary {or them to previnusly have attended a
series of trainine programmes in c¢ducational centres and toreivn industries;
this means that the total number of years that the centre will have to rely on
foreign cxperts increases, but in most cases there is ne otheir viable alternative.,
Once the local expert rcturns to the centre, he can work side by side with the
foreign expert for some time and gralually take over his functions. As time
goes by, the centre will be ncarly fully staffed with local personnel and foreign
experts will only be requirei for very specialized activities and {for short peri-
ods of time. The technical service centre will then be able tc call itself
"regional'', in the full sense of the word,







ANNEX 1

Organization chart ~f the Central American

Research Institute for Industry (ICAITI)
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ANNEX II

Small-scale industries in Central America

(For illustrative purposes, and in the absence of
official informaticn, ICAITI nhas compiled from
available sources the fcllewing tentative list of
the principal orou;:s of small-scale industries in
Central America)




SMALL-SCALE INDUSTRIES IN CENTRAL AMERICA

Food industry nni : ¢late? nroducts:

Bakerics (brond, cakes, biscuits, etc,)
Tortillas ~r Svciion and c-rn mills
Manufecoire - f trit 2nd veovetable products
Manufacture . nocat nroducts

Manufaciui o «f coilk and dairy nroducts
Manufacturs: various corn ~rolucts
Manufocture svoar and suear products
Manufaciy - conlics

Manufectore  oocia and cucoa products
Manufacture t fish nreducts

Manufaciure -t e”ible wils, fats anld related products
Manufacture f jams, jellies, ctc.
Manufacture of ice cream

Manufacivie 10 ouns

Manufactv. e . rice iroducts anl rice milling
Manufacture of cereals

Manufrcture «f various preserves
Manufactuce 1 chewing vum

Manufacture <! pelatines

Manufacture ¢ astes (spaohettl, etC.)
Manufactvre of mayonnaise, mustard, ete. v

L ey e b

Carbonntc Vheveraee ;)roduction

Alcoholic beverase proauction

Tobacco pvluts manufacture

Yeast an’ baking « cwder

Coffee roastine

Manufacture f starches

Manufacture of «rices

Clothino nanufocture and repair

Textile nre tuction

Various textile iabric manufactures
Manufacture «f cotten products, absorbent cotton, etc,
Shoe manufacture and repair

Tannerics

Various lcather picolucts

Sawmills

Wooid products manufacture - various

Wood furniiure rianufacture

Manufacture ~f mattresses, beds, pillows, ete.
Salt extractiin an! preparation

Wax products manufacture

APTT——




Candle production

Chemical products manufacture and pharmaceuticals
Soap manufacture and related prcducts

Cosmetics manufacture and related products
Paper prozucts manufacture

Printine presses and printed materijals production
Cardboar. prolucts manufacture

Manufacture cf firecrackers

Cement prolucts manufacture - various

Brick and brick products

Manufacture of tuys

Manufacture of paints, varn.shes, etc,
Manufacture of animal feeds

Manufacture of baskets, brooms, brushes, etc.
Manufacture of hats, bags, ropes, etc,
Manufacture of jewelery and relatec products
Match production

Rubber products manufacture

Plastic -roducts manufacture

Manufacture of cooking utensils

Manufacture of metal products for construction, metal windows, doors,
metal structures, etc,

Manufacture of rmetal c~ntainers an! related products
Manufacture «f metal furniture for home and coffice use
Manufacture of metal handtocls for asriculture

Manufacture »f metal articles for construction, plumbing, etc,

Manufacture of batteries for cars

Manufacture of flashlight batteries, etc,

Manufacture of automotive parts /mufflers, springs, etc.)
Assembly of radios, television sets, etc.

Assembly cf iruck and bus chassis

g - Assembly of various metal prclucts for industrial and home use
Assembly of electrical utensils

Assembly ~f bicycles and other two-wheel vehicles

i Assembly of transportation equipment

Assembly of cocling and refriscration equipment

Assembly of various apparatus for industrial use.
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