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Preface

1. The first meeting of the International Working Party on Industrial
Programming Data met in Vienna from 18 to 27 November 1968 at the headquarters
of the United Nations Industrial Development Organization (HNIDO). The
Industrial Programming Section of the Industrial Policies and Programming
Divieion of UNIDO wys responsible for the organization of the seision, The
background of the mecting and ito organization are :onsidered in the

Introduction, whi-h follows,

Pe e workiag purty was made up of thirty-three experts [rom many fields,
representing national and sub-regional organizations, private organizations,
and specialized and affilinted agencies of the linjted Nations, The particie

pants are listed by name and institutional affiliation 1t Annex [,

e The present publication lncludes a consideration of industrial program-
ming data - concept, problems and upproaches (Part I), evaluations of four
UNIDO work proposals in this area (Part 1) and a presentation of the opera-
tional guide-lines followed by the working party (Part [[I)e The working

documents uced at the session are listed Ln Annex 2.

Introduction

M for the UNTDO initiat,ve

4. In 1965, the Centre for [udustrial Development (CID), predecessor to

UNIDO, initiated a research project aimed at the systematic collection, analy-
sl and dicoemination of ugefy] data on the operational parameters describing
pasic quantitative relationshi,« 1n industrial establishments, The project,
fir-t referred to 4o "Parameter Patterns forp Inducirial Programming®™ ind 1.ater
re-raused "Industrial Programming Datiu®, was undert.ker. with the hope that a
broader and more flexi% e framework of data could he evolved to facilitate
improvements in the data avpects of industrial planning and programming 1n

the developing countries,

De Thus, in 19659, the series Profiles of Manufacturing Establichr: -

initiated, the first two volumes of which have been published, At e Care

time that the:e Profiles were Fetting under way, a special effort wac Leilng
—_—_—

L/ Volume I (ID/UER.E/4), Sales No. BebTollalalTy volune .1 1D/SER.E/Y),

Sales Noo Koty 11,1, Iwo m re :qpec P thi erloy Shtricture 4 L terial
1n22ts in maniufacturirg ..o trie: 1in interir .oty relation: U7 R RS,
arvd Profilec ~y oy 1.0 e ¢taclichment: .n selected .urtr.c:

N v -

.. 1 vt :""".".'l n ’:’O.




made to examine the possibilities for developing detailed input-output data

suitable for industrial programming at both the project and the sectoral
levels in the developing countries. An ad hoc expert group meeting was con-
vened in New York from ? tn 12 Navembor 1969, 1n connexion with this sub-
proAcct.g/ Also, in thoce oarly years, 1D and "NIDC produced a ~omplementary
ceries of tiudies under the title "Gtudien an Feonomiow of industry". The
programmin,s dat;y cammariec prepared for cement, natura! sa=baced niltrogenous
fertilizers, aluminiuvm, pwtrclemﬁ refining industry, -hemiral inductries and
.ome others, already phklishpd,;/ repre. ent examples of this approach, which
uti.' 7eas the techniaques of techno—economic proces: analyuis, supported by

ad hoc : ‘udy materials, but which differs trom that of conventional engineer-
ing manuals. [t was this latter approach that war explored much eartier, 1t
may be recallet, = an Expert Working Group un Industrial Tevelopment Programming

4,
Data, which met 1n New "~rk in May 19ol.=

e hevpite these earlier efto.~. 1t must be said that industri»’ program-
ming data remiins a little-explored field iv. 7°°~** [ liun. Many aspects of

the iesiderata implied by the term drew the attention of the delegates at the

2/ Interrat .onal omparicons of interindustry data (ID/SER.E/?),
Sales No. t/,11.Rs14, has been published. Structure of material inputs
magufacturirge ivlustries in interindustry relatinn: ([D/SERGE 1o
gcheduled for pubiication in 1970,

1/ Studiec o Koonong e of Industry: Noo |, ‘omen! /nitrogencus fertilizers
T Tyagep - . ’ .
baved on nabt rii g SRR/ TS )y calea Nog udl LT eite 8

studiev 1n mooromy ot Industey: N, (. Pre—inieutmert data {or the
. k4 y 14 tor i . > Y i
gluminium indury b nf)ﬁ, Saoec Nog 0 oI Teteite

Technigques ot oo topal eooromes plannings  the hemipcas todustries

(ST/CTD/1 1), Salee v o tlellelielTy

Thomas Viet rio~, "Progsramming lata saummary for the chemi-al industry®; and
Alan U Manne, "Proocroaamires fata for the petrolewn refining industry®
(Industrialization ad Productiyity elletin, 10U, Sales Ho, bbe [1.8e8)3

Technological and e ononic uopects of establishing gextile indusiries in
developiiyr ~ountrie. . [D/7) 19673

Pertilizer Mar. .t Y '[l)..‘l‘_*), Gialen Noe 0741 [eBels

j/ “Expert workinss sroo o tnductrial development programming data",
Industrialization and Productivity Bulletin 5, Sales No. 62.11.Bsly

Data requirements for industry anaiysis and programming, by Thomas
Vietorisz {[D/WGe23/4) page 93,




International Symposium of Industrial Development, Athens, 29 November to
19 December 1967. Specifically, the following recommendations were made:i/

"Having regar® to tne complexity of the problems of programming data
which calls for concerted action at both the national and international
levels, UNIDO should immed.ately explore . . . the posoibility of put-
ting into effect a "data bank" service, in orirr to create a permanent
effective machinery for systematic centrulization and exchange of
information to be available at the national, region.l and international
levels; to thic end, UNIDO should take all necessary meacures and cteps
to ensure the best possible co-ordination between 1t activities and
those of regional economic commisssions, !INESOB and other repional and
internati~~.. ... ...17 ‘. ons roncerned with development.™, and

*In co-operation with these organizations, HNIDO chould assict 1in

improving and rationalizing methods and means for compiling and eval-

vating industrial programming data for developing countries",
1. It should bte noted that the UNIDC activities summarized in the pre-
ceding paragraphs comprise but one of the diversified attempts that have been
made on the part of the many international, national and private institutions
concerned with industrial development. As these efforts continue, it becomes
increasingly apparent that the solution to the problem lies not in the sort
of fragmented approach that has been pursued in the past, bul rather through
co-ordinated, sustained efforts on the part of all the major institutions and
individuals concerned with industrial development programming. The first
session of the Intermational Working Party on Industrial Programming Data was
thus designed as a first test of an idea for an inter-institutional task force
charged with defining and seeking solutions for the complex of problems
involved in industrial programming data and to promote and co-ordinate the

many different programmes in this field.

ici ts

8. In accordance with the strategy recommended at the Athens Symposium

(mee paragraph 6 above), the first session was demigned to operate primarily
at an interregional level. Invitations were thus sent to the relevant agen—
cies of the United Nations and were accepted by the Economic Commission for
Africa (ECA), the Economic Commission for Asia and the Far East (ECAFE), the
Bconomic Commisssion for Europe (ECE), the United Natiors Economic and Social
Affairs Office in Beirut (UNESOB), the United Nations Statistical Office and
the International Bank for Reconstruction and Develop nt (IBRD). In addition,
a UNIDC field adviser attached to the office of the Economic Commission for

Latin America (ECLA) in Mexico joined the UN component.

S/ Report of the International S ius on Industrial levelopment, (held im




9. While the international element of industrial programming data deserves
attention in general terms, it was considered advisable, from the standpoint
of the working party, to accord priority to the programmes aimed at strengthening
or establishing comparable programming data systems within the regional or
sub-regional groups of sountries. Tn this end, pre-sessional field study
missions were sent to the East African and the Central American sub-regions
for the purpose of locating and conferring with key pcrsonnel who were op
would be particularly active in the subject mitters to be congidered by the
working party. As a partial result of the ~ontacts established by these
missions, officers from the Eagt African Community, the East African Develop-
ment Bank, and the National Council fer Economie Planning and fo-uordination of
El Salvador participated 1n the first gsession. In addition, 4 preliminary
network of interested persons and organizations was established as a basis for

a gradually evolving body ol inter-institutional tagk force.

10, With 1 view to keeping in gight Lhe problems .and needs of the indivi-
dual developing countries, invitations were extended to a limited number of
them, The representatives from three such :ountries, El Salvador, Iran and

Malaysia, constituted the country component for the first sersion,

11, In addition, some nf the special consualtants who had been asgisting
UNIDO on related technical subjects participated in the cession, Invitations
were also extended to private consulting firms and universities that 3howed
particularly strong interest in the agenda of the sesaisn, Altogether, four-
teen persons from six such organizations joined the working party, mostly on
a voluntary basiu, constituting a consultant component for the sessions UNIDO
and other members of the working party owe them special thanks for their gen-

erous and active contributions to the discussions,

12, The list of participants is attached to this report as Annex 1,

13, The session was opened uvn 18 November 1968 with an introductory statement
by Mr. Frangois Le Guay, Director of the Industrial Poli~iec and Programming
Division of UNIDO, who briefed the participants on the activities of UNIDO

that had led to the development of the working party. The hope was expressed
that the participants would not consider themselves merely as among those

attending a conference or seminar but rather as the nucleus of a continuing

forum that could function as an active task force for promoting new effcrtis
. and co-ordinating existing activities in the field of industrial programming
data.




Somaisation of discussjons

14. Three chairmen were elected to lead the discussions in rotatioa:
Amir Shapour Shaheen, Peter F. N. Mcloughlin and Ricardo Flores—Cena,

15, It was noted that the outcome of the deliberations, that is, the final
suggestions and recommendations of the working party, should be addressed not
only to UNIDO, which had taken the initiative 1n preparing for the sesslion,
but also to each individual participant, since he wiil find them relevant to
his own current and future area of competence and responsibility. Thus, it
was agreed that UNIDO was to act during the session primarily as one of the |
participants, and only as an operational necessity as the secretariat of the
session., Many participants felt that the conventional formalities required
for completing an official report agreeable to every participant before the
closing of the session should be avoided so as to allow more time for consid-
eration of the substantive agenda of the session. Accordingly, a draft report
was preparad after the session and then circulated to each of the participants
for comments and revisions. This final report provides a synthesis of v.ews

a8 finalized through the post-sessional communication,

16. The discussions during the earlier part of the session were devoted to
problem-setting: What are industrial programming data? Where are the data
gape? What can be accomplished by the working party to fill these gaps?

The deliberations on these general basic issues i1mmediately revealed not only
the vastly complex nature of industrial programming data, but al:io the diverse
preparations of the participants, as different participants reacted in differ-
ent ways, reflecting their different backgrounds and the different types of

responsibilities that they had within their respective organizations,

17. After a careful mearch for #ays to define clearly the nature of indus-
trial programming data in general, the working party decided to consider in
detail the specific work proposals submitted by UNIDO to the first sesslon, in

the hope that such a procedure would help to clarify the over-all problem area.

18. It was noted that it was unfortunate, although entirely understandable
at this early point, that UNIDO was the only participant to submit specific

Pro ject proposals to the session., Hopes were voiced that future sessions
would be based on problem-definitions and projects as submitted by many other
participants, thereby leading to a better balance in the development of the
working party's concept., Two and a half days were devoted to discussing three
of the UNIDO proposals in plenary meetings: namely, (a) Profiles of

Mapufacturi.ig Establishments, (b) Profiles of Pre-investment Industrial
Projects, and (c) the [ndystry Pile System. The working party was divided
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into the three following sub-groups, each of which endeavoured .o summarize
the position of the working party regarding the three projects.

19.  Sub-group on the Profileg of Manufacturing Establishments: R. Ernst,

Al

P. Joe-Adigwe, Fest, 5. Jowhari, Lee Jong Ki, H. Koesoemo, J. Ligthart,

r

W. Murr.y, O. Ne.dorfer, 7, Richter, /. Ritter and T. Wangs. Mr. Mirray served

a8 the group rapprter,

0. Sub=eroup on the Profiies of Pre-i1nvestment Industri .l Projects:

J. Lewis, P. F. M, M:Loushlin, I, Stokke, K. Vyasulu, B, Wi.lstedt, M, lsui and

K. Zeitler., Mr. ‘sii sorved o the rappurteur for this group.

I Sub=group om the Industry Fiie oystem: F. E, K. Britten, R. Flores-Cena,

D. Mwiraria, 4, 3, Shinheen, O, 3pecht, J, SpLjkermin and H, R, Stobaugh.
¢/
Mr. Britton wcted as the ripperteur for this group.,=

AN The di:.setons v the fourth TINIDO project, "ime Prafiles of Industrisl

Progect Implementation, took plice 1n pleniry meetings only. No sut—pgroup was

formed to consider t,

cA. Mith time wis devoted to o general re-agsessment of the views expressed
onoeach of the sperifie projects and propusals .nd, at the same time, to further
clarification of the problems and igsues of industrial programming 4.4,  Jec-
tion T of thi: report INDUSTRIAL PROGRAMMING DATA - CONCEPT, PRORLEM3 AND
APPROACHES, retlets *he disciggions held in ti th stares of the sess'on in a
consolidated tashion. Section I1, EVALUATION OF THE FOUR INIDO WORk PROPOSALS,
provides 4 conagolid ted summary of both the preliminury reports of the suup-

sroups and the rle..ry debates and conclusions of the working pirty 4s 4 whole.

A The oncl iding deliberations touched on the possitilities for future pro-
grammes thit would fall within the purview of the working purty., The hope was
expressed that the working party would adopt o substained flexible organiza-
tional structure tht would enible 1t to function both as a troutle-ghooting
task force nd as workshop carrier in response to specific needs and problems
envisaged 1n individua) countries, regions or participating organizations.

Part III of this report, OPERATIONAL GUIDE-LINES FOR TilX WORKING PARTY, recap~

ltulales the hoves 4nd opinions expressed on this matter.

o

¢/ On "' Novembter the Director of the Systems Engineering Department, IBEM-
Austria, presented a talk on the technical data~processing possibilities
for the Industry File System or other activities of the data-bank type.
[1lustrations were given of the application of the IMM/360 General !
Information Svstem (GIS) to such a problem.

A




Background documents

25. Many of the participants in the first session had been contacted ag a
result of the pre-sessional missions mentioned above. At an early stage in
the preparation for the first session, some participants were briefed by a
draft version of the Alde-Mémoire entitled "An Ilntroductory note ou the UNIDO
activities relating to improvement of industrial programming data systems at
both national and multirational levelg® (19 November 1967),  Thig Aide~Mémoire
was later re-written with specific reference to the first session of the
International Working Party on Industri«] Programming Data ind widely cireula-
ted as ID/HG.F}/I, PURPOSE, SCOPE, OPERATIONAL FRAMEWORK AND PROVISTONAL
ACENDA. This document and several others were submitted for pre-sesgional and

in-sessional reference an? ire listed In Annex [T to this report,

26. In addition to the UNIDO documents (those with ID/HG s&mbols), there were
a number of contributions from both participants and non~-participiling contacts.

These are also listed in Annex ” but were intended only for the use of the

working party.




CHAPTER I INDUSTRIAL PROGRAMMING DATA - CONCEPT,
PROBLEMS AND APPROACHES

27. The working party first addressed itself to the task of defining the
basic issues at hand; namely, what are industrial programming data? Where

are the gaps that call for particular attention? What kinds of new approaches
should be initiated, and how? Each of these had been outlined in the
Aide-Mémoire (ID/WG.?}/I, pages 4-6). The participants in the first session,
coming from a variety of institutions and having different prof :ssional back-
grounds, spent some time considering these general questions so as to bring
the issue into focus in both conceptual and practical terms. Deliberation on
this matter extended over the period prior to the evaluation of the specific
UNIDO work proposals and again after the debates on them had been concluded,
The following report summarizes the key points of clarification as they emerged
in the session, although 1t does not necessarily reflect the exact time order

in which the discussion evolved.

Definition of problems

28, The working party was of the opinion that the term "industrial planning
and programming” covers a broad range of activities, including, among other
things, the evaluation of industrial development potentials, tne identification
of industrial investment opportunities, the preparation and evaluatinn of fea-
sible investment projects, the determination of targets, priorities and policy
measures normally referred to as "industrial development plang” (no matter
whether formally documented or not). The term "industrial programming data"
should the refore be defined in similar breadth to include the data require-
ments for ministerial digcussion of resource allocation at one end and the
practical requirements for placing a productive facility in operation at the
other. Althowush, in practice, the activities of different institutions and
their personnel involved in any of the various stages of industrial planning
and programming take place simultaneously, the working party noted the impor-
tance of identifyins the distinct stages of planning and decision-making for

the setting of problems in concrete working terms.

29« As an example of the complexity of data needs for Just one stage of

project preparation, it was pointed out that a good pre-investment study on

an industrial project should be supported by the following four sets of data:

- Data on the national (or regional) characteristics of the economic,
social and political conditiong in the area where the given project
1s to be tested;




- Data on the current conditions and potentials of the sector (or
industrial branch) of which the given project is to be a part;

- Data on the technologically feasible
80 as to reveal the alternatives avai
purposes;

possibilities of production,
lable for project designing

~ Data on the specific details of the particular plant found most
suitable for the local conditionsg.

30. Different institutions accord varying priorities to these four sets of

informational co-ordinates in response to their own needs. In this connexion,

|
.. A . J
some participants noted that ‘hose who make decisions on the macroeconomic or |

regional-economic levels might be more often concerned with the problem of

infrastructural requisites for industrial development or harmonious develop-

ment of different sectors of the economy than with the problem of individual

project designs. Decision-making at the level of development banks and corpo-

rations, industrial programming offices of national pl

like, on the other hand,

anning agencies and the
should not fail to grasp the interacting factors

between different specific projects and sectoral plans. Individual investors

or entrepreneurs are also concerned with macroeconomic trends and developments

touching upon their own and related sectors. In addition, however, they and

their financiers will be keenly interested in data on specific plants and on

their supplying industries and markets.

31. Such decision-making requires data that have been collected and tailored

for this purpese. The quantity of ad hoc information required in every

instance to make a decision should never be underestimated. It was pointed

out, however, that a considerable part of the information-seeking activity
for each new project could be and should be routinized, A salient example
would be the national statistical machinery that is specialized to provide a
continuous flow of basic information that can be used for a variety of pur-
poses on a variety of occasions. Although different institutiong employ
different formats in which to collect and organize the information necessary
for their daily tasks, it is likely that a significant part of such informa-

tion is either commonly useful or exchangeable for better synopsis among the
different institutions.

32, Bearing in mind the complexity and diversity of the various activities
that might involve the use of industrial programming data, the working party
endeavoured to answer the question, "What is specifically the body of indus-

t+ial programming data, that can best be handled by inter-institutional




machinery such as the working party?" It was suggested that such a body of
information should be:

- Generally useful for a broad range of industrial planning and
programming purposes;

- Amenable to efficient collection and effective distribution by
a central {or polycentric) source; and, at the same time,

- Justifiable in terms of the benefits-cost balance.

Nature of the "data gap"

33.  Each institution, establishment or project has, in its own socio-
pclitical environment, a large number of data requirements, some of which are
more, and others less, peculiar to its own operational requirements. In pre-
paring a synopsis of the types of data most frequently needed as against the
types of data currently availatle, a clear distinction should be made, it was
suggented, between:
(a) Gaps resulting from delayed implementation of existing
programmes, and
(b) Gaps attributable to differences in the background experiences
of the users of currently available data programmes.
It would also be advisable to distinguish between:
(a) Needs arising from national and regional differences in stages
of industrial development, and

(b) Needs that have some logical claim to appropriate treatment
at an interregional level.

4. It would obviously be fruitless to concentrate on an international data
programme that would service only the least common denominator of a wids range
of vaguely defined needs. However, the action programme of the working party
should be developed on a flexible, field-bound basis, each of its projects

being designed to meet a well-identified set of requirements.

i5. A number of participants noted that the national statistical programmes,
as guided by the United Nations Statistical Commission, reflects and provides
the broadest and, in many ways, the most essential information for general
economic and industrial planning purposes. However, it ig well recognized
that, in many developing countries, the existing, and even the projected,
statistical systems are far from adequate. Although improvements are being
made, they generally involve a slow and costly course of action. Apart from

the problem of gradual improvement of national statistical programmes, there



is an obvious need for some supplementary data systems that can fill the gap

between what is available from the current national statistical programmes and
what is required for present-day planning and programming activities, It was
also noted that industry statistics, in the conventional sense, are as a rule
aggregation-oriented, partly owing to disclosure problems, partly because the
prototype systems were developed in relatively industrialized countriesa for
the needs of the first #eneration of planners after the Second World War;

and partly because of the conventional reccurse to administrative recorde or

those of enterprises, which require stochastic treatment, and the like,

36. Some participants were of the opinion that the data requirements for
industrial planning and programming, in the broad sense, arise to bridge the
area between macroeconomic planning and microeconomic programming. For go-
called "gectoral" planning purposes, there is very little i1n existing data
systems that can help planners to handle their economic calculations at a
level only a few steps removed from individual industrial plants. On the
other hand, the evaluation of a given pre-investment project and the program-
ming of its implementation should be supported by an adequate flow of
information relating to other industries and projects and to the cunditiong

and potentials of over-all sectoral and regional economies.

37. In connexion with this task, which is often associated with that of
reconciliation between macroscopic and microscopic tools of analyesis, attention
was paid to the fact that, instead of trying to analyse and summarize plant-
level engineering information directly, many economists had attempted to
perform indirect statistical estimates or to develop short-cuts of one kind

or another. "I{ is of course true that incorporating the level of detail
sencountered 1n engineering re worts into the broader indusirial development
studies would constitute a task completely out of proportion with the resources
typically available for such studies., Nevertheless, it is evident that the
statistical approach is more instructive viewing the past than for deciding
about the future; and that none of the short-cuts that have teen suggested by
economists for getting around the need for summarizing and representing the

relevant production relationships have given satisfactory results.”

38. At the level of sectoral industrial studies, somewhat detailed consid-

erations of product mix, process characteristics, fixed costs, overhead for

1/ Quotation from: Thomas Vietoriss, "Data requirements for industrial
analysis and progremming”, ID/MG.23/4 (15 Pebruary 1968), page 77.



complementary plants and other technical specifications should underly the
over-all economic calculations. A techno—economic analysis and programming
of a sector, to be linked closely to the task of preparing and evaluating
individual specific investment projrcts, can be an extremely complex task.
The necessary empirical reference materials for such a task are yet far from
beins sufficient. Tt was noted t. 1t the exploratory efforts made in this

R
field thus far, should be further substantiated,

19. To that end, one possibly useful approach would be to assemble compa-
rable information reflecting the experiences sained in different countries
and regions. The possible transfer utility of what might be called "inter-
country reference data'" requires a very careful assessment. The goal of such
reference data systems, it must be understood, is not to create "instant
experts'; rather, 1t should be senerally considered as but one of the skillse
and tools required for dally use of experts, thus permitting a depersonalized

diffusion and exchange of knowledge and experience.

40, Apart from the sreneral discussions cited above, concrete examples were
given of the kinds of lata that must be developed to facilitate decision-
makins activities at different levels in the profrauming proces:, MKor example,
at the project level, where feasibility studies are looked UpOn as major
decis.on bases for tnvestors, particular emphasis was laid on up~-to-date
market data on the raw material supply as well as on the demand for products,
which normally proviles the point of departure for project programming, In a
similar context, attention was also called to a possibly usetul "reference-
data'" approach by providing models of industrial projects that would elicit
the minimum frasible capacities for various types of production process. Such
models of minimuim feasible capacities might be useful for development banks
and similar institutions in evaluating industrial feasibility studies and

pro ject offers,

41. At the level of development institutions, which are typically concerned
with the iiterdependence among several industrial projects and between a given
group of projects ant the rest of the industrial sector, a sensible approach

to reference prosrammirys data could be, some participants suggested, to elab-

orate a complete ani «~*arlcd chart of industry chains (or trees) for each

ﬁ/ It was noted that some of the UNIDO proposals such as the Profiles of

Man facturing Establishmen.s and the Profiles of Pre-investment Industrial
Pro}ects had very much to d0 with this purtIcuIar ?iefd. See Part 11 of

*Y13 report,
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type of major raw material, as might be observed in a (Rypothetical) fully
industrialized economy. In such a chart, information could be given on
available minimum capacities for each individual process, which in turn could
be mosaioked in order to study demand-supply gaps on the over-all sectoral
level. Such a reference daia scheme, when utilized in comparison with an up-
to-date catalogue of ex.:sling industrial factories and projects 1n each country,
could be of great help for the programming work at the macroeconomic level,

where the chief concern is the optimal structuring of industrial development.z/

42, While the inter-rountry reference data approvach, as congtried along thesge
lines, would provide some guidance for certain phases of industrial program-
ming, emphasis was laid, at the same time, on the "indigenous" aspect of the
data gap, which some participants described in terms of the proulem of routine
oommunication among different institutions involved in the local machinery for
industrial planning and programming. Attention was called, in particular, to
the need for a system of informational input-output feedbacks. An example was
presented with reference to the existing industrial development system in one

developing country. It consists of: (2) an Industrial Development Council

(co-ordination of the activities within the system), (b) a Ministry of Economy
(administration of policy measures), (c) an Industrial Development Institute
(financing ard project preparation and evaluation), (d) a Research and
Development Ingtitute (basic and applied technological research, development
of natural resources and programming data processing), (e) an Fxport Promotion
Centre (market studies and export promotion), (f) a Ministry of Agriculture
(development of agricultural raw materials), (g) a Central Reserve Bank
(monetary policy measures), (h) industrial associations and (i) industrial
firms. This example revealed a vast area that requires further exploration
ooncerning effective devices for regulating the flow of information between
the different components of the total system, including private enterprise,

a8 users of the services of these componeni operating units.

9/ Some participants doubted the practical possibility of drawing up a
hypothetical set of industry trees that would be complete enough to meet
the nesads of every different country and to encompass all of the possibly
important variabilities arising from changing technologies. As regards
the oconventional input-output framework, it was pointed out that some new
kind of oompilatory techniques should be developed in order to establish
@R unambdiguous working linkage between this broad statistical tramework
and plant-level or process-level technological information.




Approeches

43, It was recogniszed that, in the face of the vast complex

of data require-
ments for industrial programming, the key was not so much the giving of a

precise definition to each cf the possible elements of the

data gap, but
rather to be conscious of the inability of the available approaches to fulfil
some of the important data requirements,

44. It wac suggested that one reasonable approach would be to weigh those
programming data needg that are being met by ad hoc studies and expertise

services against those being served by continuing, 'ong-term programmes,

Although programming data are no more than a tool for programming, this tool

should lend itself to a depersonalized, institutionalized, sometimes even a

routinized, development. The latter approach immediately points to the need

for co-ordination among the daily efforts of the various national, as well ag

international, institutions concerned with industrial development.

45.  As pointed out in the Aide—Mémoire (ID/WG.23/1), there seems to be very

little co-ordination with regard to the numerous ad hoc industrial surveys,

pre-investment studies and establishment-level case studies undertaken by

different ingtitulions, Provision is seldom made for utilizing the valuable

information contained in these specific studies to develop a conerent stock

of programming data sources for more general purposes. Thus, industrial

inquiries of a more or less similar scope arc seen to be repeatedly conducted

on different occasions by different people; business enterprises, lLeing the

primary economic entities and hence the principal sources of information, all

too often suffer from an overload of questionnaires.

46. The "librarian" or "cataloguing” approach to improving information availe

ability is one approach; the screening of collected materials into pre-digested

forme useful for a fiven set of interests is ancther. Modern advanced informa-

tion media - books, periodicale, mimeographed material, letters, seminars,

conferences, and the like, although they have been accompanied by an increasing

effort of cataloguing and indexing, still appear to leave much information

inaccessible from the standpoint of tle absorptive capacity of the individual

user. One participant spoke of the present-day " jungle” of development
ng

information as an environment only barely more hospitable than the "desert" of
twenty years ago. It is vbviously necessary to distinguish the primary
information from the secondary information contained in each of these indexed

dccuments. The distinotion concerns whether or not a particular bit of



information represents a direct observation on a factual event, susceptibdle
&8 such to different ways of processing and interpretation, depending upon
the requirements at hand. Thus, for example, the returns of individual

establishments for an industrial lnquiry may be considered, for gome purposes,
a8 primary data when compared with data derived from a given aggregation or
averaging procedures. Fcr some other purposes, even the latter may be con-
sidered as primary when comparei, for eXample, with articles »n production

trends and productivity written on the bas)1s of' such data,

47. The recognition of an "approach gap" such ag that implied above would
lead one step beyond normal cataloguing activity to the 1dentification of

the relatively primary elements of information needs tha' can be more or less
equally useful for various phases of industrial programming., The choice among
potentially sensible primary elements is wide open and can only be made on a
pragmatic basis, having due regard to the possible cost-benefit balance, It

was agreed that there was need for 6erious, creative thinking along these lines.

48, It was emphasized by many participants that the design of specific
projeots to deal with industrial programming data should follow specified
guide-lines. That is, a sensible pro ject should:

(a) Permit a routinized procedure of co-operative acoumulation of
relatively primary (or multipurpose) pieces of information, as
opposed to ad hoc searches for onoe—only uges;

(v) Do based, however, on an unambiguous delimitation of the relevant
specirum of users tc ensure effective uses;

(e) Notivate individual users to participate in the sustained,
oco—operative execution of the project by contributing re!evant
data from their own sources to the central disseminating agent;

(4) Metadlish o pre-specified format which will ensure standardisation
up to a critiocal, collectively determined point but which will
allow for user-oriented "deepening” in order to cope with the
Reods arising in the immediate oontext of applioation; and, at
the same time,

() Do receptive to new ideas and approaches by making use of periodic
re—assessment for gradual up-grading.

€. It was agreed that the above general principles or guide-lines should,
at the sane time, be applied in formulating the operational and organiszational
otrategios of the working party itself.




SUAPTER IT  EVALUATION OF THE FOUR UNIDO WORK PROPOSALS

50. Pour specific work proposals were submitted to the first session,
primarily for the purpose of providing an 1ndication of the relevant areas
of interest and the project prototypes to be conasidered in setting up guide-
lines for the future programme of the interrational working party. The four

proposals were:

(a) Profiles of Manufacturing Establishments:

- Evaluation of the working uses of this continuing UNIDD pro-
Ject and the possibility of extending this series of refereace
data on manufacturing establishments;

() Profiles of Pre-investment Industrial Projects:

= Examination of the possibilities of developing a standardised
technique and effective 1nstitutional arrangements for a sus=-
tained and systematic compilation of the techno-economic
industrial project reports in a form complementary to the
Profiles of Manufacturing Establishments;

(o) Industry File System:

* = Examination of the feasibility of establishing a data~bank
type of operation that would provide a continually up~dated,

reasonably comprehensive !1st of both existing and proposed
industrial ectablishment s

(d) Time Profiles of Industrial Progect Implementation:

= Examination of the framework of data collection to bhe used
for a series of case studies on industrial project imple-
mentation that would help to identity typical bottlenecks

or trouble spots that retard the construction and operation
of individual industrial projects.
The first and fourth of these projects are already being carried out by UNIDO
under its regular programme of work, and the other two represent proposals

that UNIDC has been exploring for implementation in the near future.

51. Altnough each of these four projects 1s intended to meet certain real
needs in developing countries, 1t was repeatedly pointed out that the presen-
tation of those propovals by UNIDO at the session was not intended to suggest
any particular priority to be accorded to them 1in deliberations of the working
party on possibly recommendable approaches and projects. All participants had
been urged, prior to the session as well as during it, to submit specific pro-
ject proposals that were under consideration within their own organizations.

It was admitte!, however, that ‘the pre-sessional schedule of work did not allow

adequate preparation of such proposals by most participants. Consequently,

SE———




at its first session, the working party decided to deliberate upon the UWIDO
proposals, one by one, with a view to clarifying the key issues of industrial
programming data with reference to thege particular examples, as well as to

making specific recommendationg regarding the projects themselves.

52. The debates on the four specific proposals took place 1n three stages:
first, a prelimnary exchange of views; secondly, further detailed eval uation
by the three sub-groups formed for the respective three proposals;y and a

concluding re-evaluation at the plenary session in the light of draft reports
of the sub-groups. The following summary report provides a synthesis of the
reports of the sub-groups and the final plenary appraisal.

Profiles of lanut‘acturing Establ 1 shments

53. The working party was informed of the development and current status of
this major UNIDO project. The first volume in the series Profiles of
Manufacturing Establishments was published 1n 1967 (ID/SER.E/4), and the second
volume in 1968 (ID/SER.E/5). Tese two volumes, which contain some 460 examplesn

drawn from ertablishments in ¥rance, India, Israel, Japan and Yugoslavia, were
considered the output of the first phase of the project. Preparations are being
made for the third and fourth volumes of the series, which would include studies
of establishments in Austria, El Salvador, the Federal Republic of Germany,
Mexico, the United Republic of Tanzania, Uganda and Zambia. Negotiations were

taking place in several other countries for further extension of the series.

54 . The purpose and technical features of the series were explained 1n the

Introduction to the first volume. Each Profiles study was designed to provide

summary data on the structure and performance of an existing industrial estab-
lishment for a given accounting period. The identity of the establ 1shments
was not revealed, but an indication was given of the particular countries in
which they are located. The compiled data were intended to reflect the actual
performance of each establishment, and only a limited effort had been made to
normalize the observations.

55. With the preparation of the third and fourth volumes of the series, a

second phase of the prvject had begun, distinguished by certain modifications
with respect to both the scope of the data compiled and the methods of selecting

the establishments. It was recognized, however, that the project as a whole was
intended for gradual evolution in a manner suitable to the needs of the users.

E/ The proposed Time Profiles of Industrial Project Implementation was dig-
cussed in only two stages, both plenary, without the formation of a
special sub—group. The names of the participants in the three sub—groups
are indicated in Section I (pa.rlgraphl 19-21) of this report.




56. In discussing the Profiles, the working party expressed its appreciation
of the work being carried out by UNIDO on this series. It was agreed that the
precise scope of future Profiles will depend largely on the outcome of a care-
ful review (which is currently being conducted) of the presently available col-
lection. The consensus was that, at this stage of development, the most 1mpor-
tant function of the Profiles 1s to indicate broadly the range of actual pro-
duction possibilities far the process structure and performance of establish-
ments engaged 1n specified activities. Indications such as these studies
attempt to provide must, of course, be supplemented extensively by other types
of programming 1nformation and by additional data specifically applicable to
the preparation of individual industrial projects. The adaptition of the
information provided in the Profiles to different regional and national con-
ditions is, it was agreed, an important problem; possibly some further indica=~
tion might be given of thoue elements that might be of most relevance to the

adaptive interpretation of the information from the users!' standpoint.

57. The usefulness of the Profiles for cross—-sectoral and cross=-country
analysis of structural and functional relationships (by means of mechanical

or statistical treatment) was concidered as being of secondary importance,

The general view was that such a widening of scope could not be undertaken
extensively unlese accompanied by a significant eéxpansion in the coverage (and
cost) of the Primary inquiries. However, 1t was pointed out that the users of
these Profiles might feel free to conduct ad hoc analyses of the Profiles data
in comparison with cimilarly al igned data on Industrial establishrnents in their
own countries and, to :;0ome extent, 1n comparison with the statistical behaviour
of industries ar revealed by conventional industrial statistics. [n the former
type of comparison, which can be considered as their primary mode of uce, the
Profiles might provide a bench-mark or reference point, facilitating the dieg-
nosiic evaluation of individual lo-al firms or establishments, as well ag of

proposed project::.l—l/ In terms of the latter type of comparison, 1t was noted

1_1_/ This task may be facilitated by adopting a set of more rigorous criteria
for the selection of "typical" establishments: "typical", however, in
Just one of the possible contexts of use, and perhaps on the basis of an
unambiguous but somewhat simplified theoretical consideration. It was
noted that the present approach could provide challerging raw material
for certain types of studies concerning 'mormal" prototypes, should users
be interested in such a subject; but the present approach is intended to
deal more with the problem of "viable" industrial firms than with that of
"normal” plants.




that the Profiles themselves appeared to cast an intentional ly disconcerting
1ight on the basic thesis of so-called "Programming norms"; for the working
purposes connected with industrial programming, how could one deal with the
deviations of individual establishmente from a statistically (or aggregatively)
obtained expectation except by discarding them as random errors. Or should not
such deviations, which may be of serious concern to the business practitioner,
be treated more explicitly as an important object of study for the purpose of

realistic assessment of industrial programming norms?

58. The selection of the establ ishments to be included in the Prufiles was
gonerally considered to be of great significance for the useimliness of the
results. Many participants felt that further efforts should be made to extend
the coverage, both on an industry-wide basis and from the geographical stand-
point. In the abgsence of a statistical i1ndicator of representativeness, an
alternative basis for evaluation might be provided and some gpuidance glven to
users concerning the possible range of configurations to be found i1 existing

economic units,

59. However, some participants emphasized more strongly the need to "deepen"
the content of the Profiles in order to make them more serviceable to its
intended users. They indicated that the desired sRupplementary material should
include:

(a) An introductory note for each product or product group, describing
the general trends in its manufacture and the major technical ,
economic and financial requirements for the manufacture of a similar
product (alternative technologies, economies of scale and the like);
also, a comparative summary of other available profiles in n
similar product group;

(®) A brief note for each sample establishment, indicating i1ts place in
the industry, any particular conditions or difficulties taced and
the like, including an opinion of the editor as to whether the par-
tioular case considered could be regarded as a model for an
officient plmt;lﬁ?

(o) An evaluation of the price aspectis, that is, the relationships of
actual sales prices to world market prices and of prices of major
input materials to those of competitive imports, excluding customes
duties;

L

12/ Seme participants felt that the matter of more immediate interest for
industrial programming was what a manager weuld do, rather than what
e has done, in the comtext of providing a mew facility to produce the
producte under consideration.




(d) Inclusion of data on capital, output and employment in the first
year of commercial production for comparison with the data for the
year of reference; also, description of the history of the perfor-
mance and structural changes of the establishment in past years;

(e) A better method of organizing the informaticvn on major machinery
and equipment; indication of the rated capacities of major items
of equipment, their positions in the relevant production line or
process shop, their sources of supply (manufacturers and countries)
and the like;

(f) A formal reconciliation between the financial statements for the
company or operating division and the estimates on physical pro=-
duction relationships.

60. It was noted, however, that the marginal costs of increasing the level
of detail and ~ontrolling the compilation to ensure even qualities for all
cases would be extremely high. In fact, the existing form or dissemination of
the Profiles has been designed so as to leave some of the additional tasks
suggested above in the hands of their users. In this sense, the Profiles, as
disseminated, should be clearly distinguished from study or survey articles on
specifically defined subjects, Given the over-all resource limitations, the
critical gquestion for 'INIDO is whether to deepen the Profiles at the expense
of industry coveruge or to widen them at the expense of depth of technical
detail. It was felt that the Profiles, as they appear in the twe volumes pub-
lished thu. far, may reflect the difficulty of ‘ttempting to attain these two
objectives ut the sure time. llowever, 1t was alco noted that the new Profiles
questionnaire is already providing a ~onsiderably deeper insight into the
establishments under study. With further improvemant, bearing in mind th-»
desired end-uces and their relative priorities, an accepable point for coste

benefit baluncing might be attained.

61, AS reparde the aifferent types of establishment to be studied, 1t was

pointed out that the "establishment", as a statistical unit, is an organiza-

tional entity that has a stable, legally recognized existence at a given loca-

tion, However, there is no exact correspondence between a given establishment

and either the products that it produces and util.zes or the technical process-

es that it encompasses, One might accord, therefore, differential priorities

to different types of establishment: a single-plant eétablishment or enter- l
prise, a single-plant branch establishment of a multi-establishment enterprise,

and a multi-plant establishment or enterorise, Here again, it was noted, the

approach of the current Profiles has beer. designed to provide materials for

two distinct purposes:

(a) To guide general economists a few steps inside the conventional sta-
tistical unit and its administrative records, so as to show them
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more explicitly the specific commodities and productive resources
that the unit is associated with; and, at the same time,

(b) To guide industrial engineers a few steps outcide the ape2ific tech-
nical processing units, so as to give them an insight into the ways
in which thege technical units are administered as economically
sustained eatablishments or enterprices,

The latter role of the Profiles should be considered no less important than the
former, because the rapid evolution of production technology and ever-changing
market conditions demand great flexibility in the managerial policies of an

existing establishment, Again, from the standpoint of viability, one of the

most relevant aspects of project programming would be the ability of management
to develop flexible product assortments and, in some cases, even flexible plant
assortments. It was thus felt that one should nct be over-preoccupied with the
need for immediate comparability among the cases presented in the Profiles,
although this preoccupation ic legitimate, but that, in extendingr the series,
due attention should be paid to the possibility of providing raw material,

hitherto unavailable and unexplored, for studying the dynamice or variability

of techno-economic entities for industirial development,

62. With regard to the new questionnaire, several participants felt that it
appeared to be needlessly elaborate, and that sowme thought might be given to
reducing its scope. In thig connexion it wac noted that the information pe-
quested in the new questionnaire 1- far more detailed than that poabliched 1n
the first two volumes of the Profiles (1D, 3ER. %/ and Th SER.GE, ). 'The working
party indicated that there might be some redirection of emphasis in the items
of information so uas to improve the usefulness ot the final reuultu. A number
of specific suggestions for such modification were made by some participants,
It was also noted that the concej s, classifications and terminology in the
questionnaire were not always fully consistent with the standards of the United
Nations in the field of industrial statistics. It wac further sugrested that
the special technical working team to be organized in initiating the second

project (Profiles of Pre-investment [ndustrial Pro jects) should give due consid-

eration to those points, so that these two Profiles series could be developed

in a mutually complementary manner.

63. The working party stressed the importance of conridering ithe project
wilhin the context of the over-all data requirementc for industrial programmine,
With a forceful emphasis on specified needs of designated users in structuring

the studies, augmented wh re nossible by means of more pragmatic procedures for

extending the industry coverage, the Profiles could become even more valuable




programming aids. To this end, efforts should be made to secure the
Co-operation of all agencies interested in the project, either as producers oy
users of the data compiled. These should include all agencies at the national,

sub-regional, regional and international levels,

Profiles of Pre-—investment Industrial Projects

4. The working party had before it a brief description of this work proposal,
including the draft proposal, submitted 7 June 1967 by the Economic Commission
for Latin America, the Latin American Institute for Social and Economic Planning
and the Inter-American Development Bank ([D/HG.?}/?). The UNIDO proposal was
presented as an integral part of the extended, dual approach to reference pro-
gramming data of the Profiles type. The ecarlier proposal, although a year and
a half old, had not been followed up by any practical action, so the working
party had no material or study to demonstrate the intended scope of this new
series of Profiles, However, it was recognized that an enormous number of
techno-economic feasibility studies on various pre-investment project proposals,
available in industrial banks, development corporations, governmental agen-
Sy international organizations, private consulting firms and the like which
~e being generated every year, could provide a great deal of useful reference

programming data, if properly retrieved and analytically digested.

65. The proposal was considered as possibly involving two sub-pro jects:

(a) Development of a continuously up-dated catalogue of relevant pre-
investment studies; and

(b) Compilation of summary data on selected studies for a reference
programming data series of the Profiles type.

It was agreed, however, that the omission of the first sub-project would not
impair the practical significance of the second, at least at its outset; and
that, moreover, cataloguing, as such, has already become a popular sub ject for
a number of organizations, and this should not be considered as the primary

function of the proposal in question.

66. It was suggested that the main objectives of the Profiles of Pre—invggﬁaggl

Industrial Projects should be:

= To provide an analytically digested summary of pre-investment indug-
trial studies, with a view to developing commo guidelines (or per-
haps even a standardized format) for the preparation and the
evaluation of such studies;

= To develop sample terms of reference for indu. " c1al pro jects, with
due regard to realistic estimations of costs, quantification of bene-
fits, projections of future outputs, engineering and design standards,
and the like;




« To demonstrate what may be considered as sound criteria for economic
and financial analysis for project formulation, thus providing prac-
tical guidelines for cost-benefit analysis, as well ag for assessment
of internal rates of return;

= To serve ar a ~he-k-list of evaluation criteria to be used by invest-
ment decision-makers for evaluating the project studies of
consultants;

- And, in a later phase, when properly :o-ordinated with the Profiles
; e —t—
ufacturin Establlshments, to provide an 1nsight into the work-
ing linkage between the "echno-e:onomic characteristics of industrial
projects as envisaged in the pre-investment stage ind those abhserved
in the actual operation of similar industriaj projecta, helping
thereby t» up-grade project preparation methodologres,

67. Some parti-ipants felt that the transfer utility of informatson nontalned

i

in a given pre—investment proect report woiuld arise primarily i3 relation to
the technological data rn process spe-ifications, raw material qualeluatlons,
ochoice of alternative plant sizes, 1nvestment ~osts, production corte, okill

requirements and the 1ike. Others wished to focus on the utility 1n terms of

techniques of project evaluation, such as market ectimation, estimation of

"system costs™, attribution problems, profitability analysis, cost-benefit
assessment, evaluation relative to the national development programming plan,
and programming for possible implementation. The summary data, in Profile
form, would thus serve as 1llustrative model cases for pre-investment pro ject
evaluation, Many parti1cipants were of the optnion, however, that te:hn,logical

sdaptation and economi~ evaluation were of equal 1mportan e thr project prepa--

ration purpoces, and that both should be accommodated within the study,

68, [t was recommended by some members that those candidate feasibility
studies selected for the compilation of protiles should be Zood studies rather
than poor ones., [t was reasoned that a balanced, ‘omprenen:ive and thoroughly
eritical evaluation ~f an uriinspired project proposal mi .t be even more accept-
eble than an uninspired, incomplete evaluation of A w ..~designed project, An
opportunity to compare gcod and poor studies migsht po-ibly add to the signifi-
cance of the Prof}les a8 a teaching instrumen'. However, 1t was pointed out
that selection of candidate studies should ! :arried out carefully so as to

minimize the risk of misuse by non-expert ..er:.

69. There was a consensus that this proposal could be developed to meet a

long-felt need of both users and producers of industrial pre-investment

studies; as su-h it would be a highly rewarding attempt, particularly at a




time such as the present, whem ancther, complementary, reference programming
data series - Profiles of Manufacturing Establishments - was reaching a post-
experimental stage.

70, [t was recommended that UNIDO continue to take the initiative in
arranging appropriate pilot work., A small group of experts should be organized
for this purpose to elaborate the basic methodology and design detailed forms

for standardized compilation.

Tl This pilot expert group should work on materials from more or less
readily available sources; for example, from nrganizations such as the
International Bank for Reconstruction and Development (IRRD), the Inter—
American Development Rank (IDR), Fonds Européen de Développement (FED), the
Organization for Economic: Cooperation and Development (OECD), the British
Ministry of Overseas Development, the Secrétariat d'Etat Chargé de Coopération
of the French Foreign Ministry, the Deutsche Entwicklungshilfe, the United Statee
Agency for International Development (AID) and the Swedish International
Development Agency (SIDA). Wherever possible, the archives of private consul-
tant organizations should be searched for similarly useful materials, The
first sample to be collected should consis* »f no more than 40 to Y0 studies
covering a maximum of a dozen designated types of industry., The types of
industry may be selected in an experimental way, With emphasis on their respec-

tive characteristics in relation to the developing countries, such as:

(a) Applicability to plants of relatively small size;
(b) Orientation to local natural resources;

(c) Import substitution;

(d) Orientation to export; and

(e) Capital saving.

Two or three cases for each type of industry (for example, one from each
region) should preferably be included.

12. It was agreed that it is an important first step to have a homogeneous
working group in order to evolve a standard of evaluation that can restructure
the varying contents of individual project reports into a common frame of

reference programming data. The gradual extensions of this series should be ¢

B ———




sdoquately institutionalised to warrant voluntary but well co-ordinated
contributions from organizations that commission and evaluate industrial pre-
investment studies for developing countries. Por that purpose, the pilot
working group mentioned above should be abmorbed into the international working
party as a part of its specialized technical component. It was anticipated
that the subsequent sessions of the working party, on both the country and the

sub—regional levels, would offer the best possibility for establishing the

practical staffing arrangements needed for fradual extension of the Profiles
—

compilation. It was also suggested that these sesgions could be inastrumental

in acquiring sustained financial support from United Nations field operational
funds, which could be tapped by registering proper requests from governmental

suthorities.

Industry file system

73. This proposal, which had been tentatively termed the "Industry Pile
System", represented an idea that, although still at a very early stage of
exploration, appeared to stand a good chance of being developed as a critical
addition to industrial programming tools for the developing countries, espe-
oially for groups of countries with relatively strons potential for indugtrial
co-operation. In brief, the proposal consisted of a data-bank scheme that
would allow the adaptive use of continuously up-dated intormation of the
factory-directory type, including an up-to-date inventory of investment
projects under consideration, and which might serve as a sensitive detector
of the trends of 1ndustrial development, an aid in market identification and
surveillance of project implementation, a tool for inter-industrial program-—

ming and the like.

14. The summary description of the concept given in the Aide-Mémoire
(ID/HG.23/1) did not seem to clarify many points of the proposal to the satis-
faction of the working party. Some participants preferred to the proposed
system a more general filing system that would include all the poesibly useful
itemse of information concerning industrial develupment. One participant felt,
although many did rot agree, that the kind of information suggested for the

ainimum system would normally be eagsily accessible aftrr a few minutes, or at




wost, a few hours, of inquiry in any given oountry. Still others regarded it
simply as a speedy, up-to-date processing technique to be applied to the
conventional annual industrial census. The varying interpretations of the
proposed simplified system, as voiced by many participants, were themselves
indicative of their different backgrounds and different interests, all of
which the Induciry File System, in i1ts proposed form, could never serve
equally well. [t was finally agreed, however, that the proposal was intended
to provide only a limited portior of the entire battery of instruments
required for i1ndustrial programming. Although there appeared to be no conver-
gence of views regarding the precipe scope ¢f the Industry Pile System to be
recommended, there was a consensi.s regarding the usefulness of a simplified
data-bank approach to industrial programming, of which the version presented

by the Industry Pile System could be regarded as a variant.

75. To the extent that they may help to identi1fy the operational potentialg
of a similar, if not identical, proposal, several key pcints concerning the
varying interpretations of the original proposal, as raised in the course of

discussion, are summarized below.

76. The working party was of the opinion that a well-conceived work proposal
in the field of industrial programming data should be such that it should, as
a first priority, be established and operated on the national level, by and
for the natioral authorities. Placing only secondary priority on the poten-
tial umefulness of the system in a multinational context immediately implied
that there could not be a Aingle or unique minimum system that would be
equally useful for a number of different countries. As against this view,
others argued that one should structure the system in terms of some "absolute %
minimum" without which no sensible industrial programming activities would be ‘
possible, and which should be satisfied in every developing country. In the
vein of thig latter approach, the following list was suggested as a point of
departure for further possible elaborations:

L I

- What factories presently exist in a given country?
= Where are they located? ;
= What specific products do they produce? :

= HNow much do they produce (output), and/or how large are they
(employment)?

=~ What investment projects are being implemented or are boing
oomsidered for implementation?
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what quantity?

= When and where are those projects expected to become operational?

77. The working party noted that the cataloguing of the data sugrested above
oonstitutes nothing more than a current directory of exi1sting factories and
noteworthy industrial projects. [t was argued that the conventional national
statistical programmes that exist in most developing countries, might have,
or be planned to have sooner or later, a scope broader than that offered by
such a directory and thus render the Industry Pile System redundant 1n some
(if not all) respects; with fuller development of national statistical systems,
the Industry Pile System, 1n its minimum version, would perform no real func-
tion, it was further arpued. In reply to this view, 1t was pointed out that:
= Owing to the well-known (and often exaggerated) rule concerning

the disclosure of bu+inegs secrets, the statisti~al programme,

in the conventional senmse, reveals neither the tdentity of, nor

the specific figures on, individual statistical units, thus

ruling out the use of disaggregated information at the factory
level;

= In contrast, the extremely limited amount and ciearly non-
oritical nature of intormation on individual factories and
projects to be collected by the Industry File System would
hopefully nullify any feirs of disclosure;

= At present no attempt 1s being made to put together 1nformation
on both existing factories or establighments and potential
establishments or projects under a common classi1fication gystem;

= A fully developed, high'y computerized arnd rapid national statis—
tical programme, with meticulous and flexible classification
techniques, would serve the same purpose as a perfectly devel-
oped industry file system; however, 1t 18 not realistic to
anticipate the Jevelopment of such a utopian mechanigm in the
foreseeable future for most of the developin:- wountrxea.Lﬁ/h

7‘. It was thus agreed that the Industry File Sy~'~+, ever. in itg minimum
version, is concerned with a grey area of information, the responsibility for
which falls between the current programmes ~! several existing agencies -
national statistical offices, industrial provramming offices, development banks
or oorporatiors, industry promotion buren.x, and the like - all of which are

not usually well co-ordinated, especially with regard to the needed parellelism

l}/ A citation from a rece-t pericdical was given by a participant,
indicating the def1. encies and delays of existing statistical
programmes in provi.ing structural data, even in highly industrialised
ocountries such as the United Kingdom: ", ., . complete data on the
Census of Production for 1963 are still not available, astonishing
a8 it may seem" (Lloyds Bank Review, Oct. 1968).




of alignment of information on industrial projects at the pre-investment,
oonstruction and post-investment phases. It was likewise agreed that each
developing country that decides to develop such a mechanism should be urged
to include in its own file system a broader range of data than the suggested
minimum, in accordance with its own capacity and needs. In extending the
scope of the Industry File System beyond the suggested minimum, however,
efforts should be made to identify types of information that are not duplica~-
tive of those provided by the programme of the national statistical office.
It was recommended, rather, that the Industry File System be developed as a
complement to the latter and be particularly directed towards facilitating
necessary routine communication between different industrial planning and
development institutions with regard to the key data on industrial establish~

ments and projects,

79. As regards the usefulness of the proposed Industry Pile System as a
market identifier, it was pointed out that the preliminary market estimations
normally practised for pre-investment project studies consist of no more than
an extrapolation of commodity consumption trends from conventional statistics.
All too often such studies do little to indicate how and where the necessary
sales efforts can be initiated vis-A-vis expected buyers of the given products,
nor do they go on to specify the necessary complementary measures to be pursued
by other manufacturers and industry promotion agents who envisage expansion of
capacity in potentially related fields. The responsibility for such entrepre-
neurial efforts is often treated as a residual, which is left entirely to the
project manager at an implementation phase. A sound market evaluation,
including preliminary field investigations of specific potential customers,
would contribute to a timely decision on project financing and a proper time
scheduling for project implementation. The Industry File System, even in its :
minimum version, might prove a useful routine check-list for both those ;
concerned with the preparation of feagibility studiee and those charged to »

evaluate and follow up on these studies.

80. Many industrial development projects in developing countries might be
characterized by relatively weak interlinkage within the manufacturing sector
and relatively strong linkage between the manufacturing and the non-
manufacturing sectors (agriculture, mining, construction, transportation and
also household consumers). As a market-identifier system, the Industry Pile
System might preferably be extended to cover, in a comprehensive manner, the
establishments and projects in all eoonomic sectors, rather than limiting its
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ooverage to the manufacturing sector. Obviously, this is one of the workable
ways in which an individual country's industry file system could be evolved,
wherever feasible. However, it was pointed out in this conne ion that
practically two thirds of the entire 4-digit manufacturing industries (accord-
ing to the 'mited States Standard Industrial Classification System (SIC)) are
known to produce commodities that are mainly consumed by other 4-dig1t manu-
facturing industries.lﬂ/ The potential dynamism of the manufacturing sector,
supported by its within-gector interdependence, should not be overlooked, no
matter if the starting base is small. Such a base can already be fairly
sophisticated when considered in the context of sub-regional industrial

co-operation potential.

81. The distinction was made between what is desirable now but feagible

only in the long run and what is immediately feasible but susceptible to
gradual sophistication as the crucial factor for defining the approach rather
than the concept to be approached. It was recognized that the Industry Pile
Syetem, in its minimum version, would require only a few 1tems of data in
addition to the normal industriai directory. Practically all of these addi-
tional items are currently collected in one way nr anctler as industrial
permits, licences, financial applications or censuser. The rist of the pro-
posal was thus simply to combine thege data in a well-eztablished, standardized,
routinized framework that would facilitate routine usec. ‘mce this was done,
not only the sorting out of data on individual factories and projects but also
& quasi-quantitative treatment by addition, subtraction, division and multi-
plication of these data would become possible. By these means, the proposed
system could supply critical time-series data if only it were maintained by

periodic up~dating,

82. There was nearly unanimous agreement that the proposed Industry Pile
System would be a useful instrument in the multinational context of industrial
development programming. In this form it could be visualized ag a sort of
long-range detection system for headquarters operations. Its usefulness for

& given country must be qualified by the realization that the minimum system
is designed to be used together with, and not instead of, conventional statis-
tical and other data locally available, and that the strategically significant
use would be more clearly felt after a few years' time-series data have been

accumulated,

14/ See "Recent trends in the development of business data banks in the
United States” (ID/WG.23/3), pages 29-38 (Exhibit E).




83. The working party thus asserted that the appropriate strategy for initi-
ating an Industry Pile System on a pilot basis should be, as a first step, to
tailor a sample file system with generalized priority-specified data inputs,
oollection methods, and uses, which wculd serve as a point of departure for
the individual file system to be structured for a given country., With a view
to making it immediately operational, its application may be focussed for the
moment on the developing countries where industry 1s still in a relatively
early stage and where the existing statistical apparatus is relatively rudi-
mentary. The possibility of consolidated application of comparable systems

to different countries for their common interests should receive proper

attention wherever degired.

84. Some participants expressed their interest in initiating pilot projects
in their own ccuntries and organizations along the above general guide-line,
It was anticipated that the subsequent sessions of the working party would
afford further deliberation for the Industry Pile System approach at a techni-
cally advanced level, with a view to providing direct assistance to the

countries or ingtitutions interested in such undertakings.

Time Profiles of Industrial Project Implementation

85. This proposal, as submitted to the first session, represented a partiou-
lar approach being followed by one of the continuing UNIDO research pro jects.
The working party had before it, in addition to the general description in
Annex IV of the Aide-Mémoire (ID/WG.23/1, pp. 30-32), two internal working
papers describing this particular UNIDO project: "Brief note on Time Profiles
of Industrial Project Implementation" and "Degign of an empirical study of
problems in implementing industrial projects in developing countries". The
firet of these explained the background of the project and its main objectives;
namely, to provide reference parameters for project scheduling and to dissemi-
nate information on actual implementation delays and their cost implications
in the form of a case-study series, The second document indicated the partic-
ular design of the format being used for the compilation of data on a pilot

scale,

B6. It was agreed that the implementation phase of industrial projects is

of crucial importance for the developing countries, and that development

T —

resources at that stage, despite their scarcity, tend to be underutilized and
wasted due to poor project programming and delays in execution. It was
admitted as well that this problem area is itself lacking in well-framed
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informational co-crdinates, and that, accordingly, the information on various
delays, difficulties and wastes encountered in the project implementation
phase is usually available in no more than an anecdotal fashion. There was
thus a consensus that 1ndustrial programming data should be developed with
full cognizance of the time aspects of the activities connected with the

preparation and execution of industrial development pro jects.

87. After having been briefed on the exact scope and format of this contin-
uing UNIDO study, some participants felt that the definition of project
implementation, if limited only to those activities undertaken after a given
project has been approved and resources committed to 1t, might leave out some
of the critically important problems of project implementation. In this
connexion, 1t was pointed out that delays in the pre-investment decigi-n-
making process are indeed an important issue for project programming 1n
general, but that the real cost (opportunity cost as well as direct pro ject
cost) of delays would arise only after the licence had heen £iven and funds
committed; the implementation phase, as distinguished from the preparation
phase, might thus be considered a8 relating to actual projects in that sense,
While admitting this point, however, some participants voiced the view that
the suggested demarcation line 1tself called for carcful treatment and might
éven prove to be an area in which key factors for implementation delays tended

to cluster.

88, In many instances, investment decisions are not made on a one-time basis
but are phased over a period of time in relation to annual budgeting procedures.
The reversal or delay of a one-time (formal or informal) decision as to the
extent and timing of actual commi :ment, often attributed to unforeseen circum-
stances or forced by some sccio-political disturbances, “~an he a serious factor
for delayed project implementation, Also, a decigion m; e by an i1nvestor may
not necessarily be supported by the concurrent de-igions needed on the part

of an industrial licensing bureau, import liceusing bureau, legislative bodies
for industrial policies, or the like. This 1ggeats not only the need for a
sufficiently sophisticated scheme for delimiting the implementation phase of
en industrial project, but also the complex of interactions between within-

pro ject and without-pro ject activities, which protably constitutes the core
area of the problem of project imp.ementation, most participants asserted.
Therefore, in seeking the necessary information on the subject, contact should

be made not only with the particular company managing a given plant but also




with the development bank or corporation, the licensing bureau, or the like

which took part more or less directly in the process of its implementation.,

89. The design of a study is immediately associated with the expected type
of its user. One of the questions raised in this connexion was: Is the
study intended primarily to educate the people who engage in project program-
ming at pre-investment phases or those who are responsible for managing the
construction and capacity build-up phases of i1ndustrial projects? Some par-
ticipants maintained that, for people of the project-manager type, major
problems and difficulties would be quite specific, calling for such ad hoc
tactical solutions that the experience to be gained on the Job.and the
personal ability to live through a given socio-political milieu would bear
far more directly upon their success than general knowledge of likely trouble
spots in project implementation. A case study such as the one initiated by
UNIDO might better contribute tc the general understanding of the problems of
industrial development machinery in general if 1t were to address itself to
those who are responsible for institutional improvements in the procedures of
industrial programming and pro ject execution. There was no general agreement

on this point, however.

90. [t was also noted that better knowledge of typical pro ject delays and
investment gestation periods in the developing countries would contribute to
the technique of financial planning on the part of development banks and
corporations. For example, the larger the opportunity cost of an investment
expenditure, the earlier it is effected relative to the date of final comple-
tion of a given entire project. Knowing that certain types of delay are
normal events 1n a given country or region, financiers could attempt to have
an otherwise too-optimistic implementation schedule ad justed in guch a way
that relatively heavy expenditures are made as late ag feasible within the
implementation period. The working party thus noted the importance of
studying the implications of the time phasing of investment expenditures for
& capital budgeting technique suitable to the conditions prevailing in devel=-

oping countries.

91. In recabitulation, it was agreed that the Time Profiles of Industrial
Project Impiementation, 1n the form proposed, coula be supported mainly for

the two following purposes:

T ——

- To suggest, by way of comparison, how certain project delays
and excess costs might be avoided; and
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- To aid in framing more realistic estimates regarding construction,
starting-up and running-in periods, regarding investment costs,
particularly in capital-intensive projects, and regarding various
time factors to be considered in the preparation and evaluation
of industrial investment projects.

92. It was noted that the current UNIDO study was the first pilot attempt,
proposing to cover no more than about 100 selected cases. In the future,
when a greater number of countries and institutions have been invited to
participate in a similar line of data-piling activity, this pilot attempt may
provide a useful stepping-stone. Out of this first study, more elaborate,

adequately absorptive forms may be developed.

93, As regards the sampling of the cases to be studied, some participants
felt that the possible transfer utility of the lessons to be learned from a
typical case in a given region of developing countries vis-3-vis problemsg
typical of other regions might be dubioug in many respects. The utility of
the cases studied in a fFiven country or region would be more obvious to those
who are concerned with project programming and implementation in the game
country or region. Some participants did not share this view but maintained
that a comparison between the performances of industrially developed and
developing countries in project implementation could be the heart of the pro-
posed case studies. The types of industry to be studied should also bhe
established selectively, with a view to facilitating comparative assessment
of the cases concerning similar types and sizes of pro jects, as well as to
illustrating a civen set of well-defined problems, rather than relying on

broad random sampling for these purposes.

94. In the hope of achieving further progress in the basic framework of
study on this subject, a number of participants expressed their desire to
obtain assistance in initiating and guiding related practical studies on the
problem of project implementation in their own areas. It was agreed that
UNIDO should continue to take the initiative in exploring the possibilities

in that direction, and that the subsequent sessions of the working party would

give further consideration to this problem area.
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CHAPTER IJI OPERATIONAL GUIDELINES FOR THE WORKING PARTY

95. It was agreed that the working party should adopt an nrganizational

structure and modus operandi somewhat different from those of the usual ad hoc

working group, expert group, seminar or other such conventicnal forums, In
drawing up the first nucleus of the working party, it was emphacized that the
candidates for membership were in a positinn either to carry out, commission
or assist in formulating projects for improved data systems for industrial
planning and programming in their own countries or organizations., Those who
Join the party at future working sessions will be similarly qualified individ-
nals. Thus, the working party as a whole ~an be sustained on the barcis of a
series of forums that will permit each participant to find ways and means of
co-ordinating his own activities with those of others, as well as for the
exchange of advice, the assignment of technical matters requiring cpecialized

experience and, wherever desirable, a degree of multinational standardization,

96. The deliberations of the working party on the over-all problem area, on
the related concerns of individual participants and on the specific work pro-
posals summarized in the preceding sections were considered as sufficiently
indicative of its domain of expertise. The concluding phases of the debates
on the specific projects were particularly suggestive as to the dynamic atti=-
tudes to be taken towards the ma jor problem area and to the necessity for
developing a task-force type of machinery for field-bound approaches. It was
recognized that emphasis should be laid more on what the working party would
actually help to accomplish in concrete terms in the individual countries or
organizations from which its participants were drawn than on what it could
recommend in matters of a general, theoretical nature. ‘The real test of its
effectiveness will therefore be how the subsequent sessions of the working
party are to be prepared and conducted, and in what way the outputs will be
developed in the participating countries and organizations, which in turn con-
tribute to the staffing and the cap:bilities of the working party itself., This
is not meant to claim a degree of autonomy and exclusiveness in this body, but
rather to emphasize the need for an actively field-bound approach, which is
often missing in the conventional arrangements for international seminars,

expert group meetings and the like.

97. The general principles used to describe and haracterize the working
party, as expressed by such terms as "reciprocity", "dynamism"”, and "continu-
ity", are perhaps best illustrated by the specific recommendations €iven by the

first session with reference to the specifie projects before it.
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98. Por example, the implied sirategy for further development of the

mnlg of Mufacturig Establishments was:

- The working agencies, experts and technicians in the developing
countries, ac the primary users f this reference data series, are
to continue to puide INIDO in the development of the Profilec by,
among other thingc, registering their reguects and Suggestiong cone
cerning the upecif) . types of industry and estab'ishment and the
particular typec of lata that are of tmmediale 1aterect t, them;

- A8 potential cuppliers: of the data, they should promote pertodice
diagnoses of existing inductrial establlrhmentu, tak 1y advantage of
the UNIDO-generated stock of referen-e programmin,s 1t for OMpPAra=
tive assessment, and < mtrolling, wherever poseible, the inquiry
methods to te applied in such trouble-thonting ctadien,  Such a pro=
cedure Cuggests ome ma Hr variant of the way 1n whi h the UNIDO

Profiles series would be deepened in a ncer-sriented manner;

- Having due repard to the ways in which the needs and ortpeibintong
of the users will evolve in the developing countries, NI, in
co=operation with the regi nal econ omic commiceone ard INESOLk,
should rontinue to improve the scope and metnod f thi.o cerier and
to provide tupplementary :ases for better omparisons and diagnostice
evaluation., As for the busineas communities in developed rountries,
which are ir‘ited to provide referen e informat ton ac needed, an
aAppropriate measure should be taken to let the Protile: .eries serve,
wherever agreeable, as an extra < hannel of csmmunt cat Lon tetween the
developed ard the developing ountries that ray enhan e the possibile
ities for ad hoc bilateral co-operationg

=« The parti~ipating organizations, both international and national,
would do well to mike uce of thece reference ertablichment data for
their own sperationa! needs, 1n particular to -ain further inoight
into the real problem: ani issies of industrial development in the
develoyping countries,

99, For the Profile: of Pre-investment quggtrial Proects and the Time

Profiles of Industrial Progect Implemeq£§tion, a similar poliny will be

applied to the long-term, 'sustained extension of the coverage, once the pilot
work to provide the method and examples to be followed Leen 2oncluded,

The Industry File System, or at least the key aspe- " the approach implied
by this proposal, will receive the continued attentiy f the working party

at its subsequent sescions, taking into accou . the need for 4 flexible frame-
work that would be adaptable tn individual antries and institutions, Mure
thermore, it wac agreed that the working oty should focus 1ts attention on
a far larger area than just that implied by the four /INIDO-initiuted projects,
The working party should thus operate essentially .. an inter-organizational

task force capable of responding, a! the working level, to the cpecific pro=

gramaing data problems encountered in individual participating countries or

regions.




100, It was indicated that the suggested operational methodology of the work-
ing party could, in reality, be tested only through its subsequent sessions,
where the main agenda would be focused upon epecific work proposals to be car-
ried out in the individual countries or groups of countries to be covered by
the respective sessions, The participants would be urged to initiate appro-
priate tield studies prior to those sessions, in a more intensive and self-
directed manner than was the case with the first session. It was agreed that
another session on the interregional level should be convened no earlier than
in 1970, and only after the machinery for it had been properly set up at three

or more sub-regional! sessions,

10l. With regard to the structure of future sessions of the full working party
and of the regional and/or sub-regicnal sub-parties, general consent was given
to the following proposal: that the participation in each of the subsequent
sessions will be utructured in a manner more or less similar to that of the
first session; that is, at each session the working party will have three basic
components: (a) United Nations organizations, (b) national and/or sub-regional
institutions, and (c) consultant organizations and private research groups,

The original nucleus of the working party, ac constituted in the first session,
would send unme of its members to each later siesslon, selectively, in accor-
dance with the specific agenda, thereby effecting the principle of continuivy
and cumulation of experience, which is pivotal to the working party concept,
However, subsequent sessions should be open to participants from new institu-
tions and countries, which would be free to ~hoose between an ad hoc, once-
only role and a sustained share in the continuing task force responsibility,
Thus, the working party is to be structured with due emphasis on flexibility
and expansibility, This approach suggests the possiblity of gradually devel-
oping regional and/or sub-regional sub-parties which, it is hoped, the relevant
regional commissions and sub-regional organizations will wish to take the
initiative in organizing, the next interregional session, which is to be held
only after the preliminary organizational work has been done, will serve as a
forum for synthetic assessment and co-ordination of the activities of the

sub-parties,

102, The above guidelines, promising as they are, must be buttressed by care- ‘
ful planning and execution of the country and/or sub- regional sessions in the

next one or two years, While three such sessions, possibly one in each of the

ma jor developing regions, were proposed as a target for the year 1969, the

details regarding their locations, participants, and agenda have been carried
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over as unfinished business to be compieted by all the participants:

in the
first session. The continued initiative of UNIDO was requested to guide the

post-seseion follow-up toward thie end.
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