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I. INTRODUCTION

1. Among the developing countries, there are those which consider that the establish-
ment of manufactur.ng industries should be the affair of pri-ate enterprise, onoe the
necessary ;nfrutmturo has been established by the public authorities. This view

is held only by a mincrity, however: most States base their development polioy on a

N mixed econony, within whioh the respective roles cf the public and private sectors may,
however, vary oonsiderably.

2. The aim of development is to transfom the life and standard of living of the
population oonocerned by acoelerating the prooess c¢f eoconcmio growth, whi_.oh must be
rendered self-sustaining as quickly as possibles it follows from this that the best
possible utilization of soarce production factcrs is an essential element in the
strategy to be used. The oonsiderations motivating partioipation by private
entrepreneurs in this prooess are very different from the concerns motivating those
responsible for the public sector, however, and if these two approaches are given tiea
rein this will tend to make the sought—for optimum solution harder to achisve: a
problem of orientation and co-ordination thus arices. The hammonigaticn process thuse
made necessary must be applied not only to the aoctivities of the enterprises themselves,
but aleo to the various means whioh are available for promoting and encouraging
industrial development: that is to say, tc the industrial services.

3. There are three parties to this process: the State, the public sector and the
private seotor, and the oo-ordination of activities is thus obviously a complex
matter, since it must lead to the harmonization and definiticn of the respective roles
and responsibilities of each party. It is therefore not just a question of the
Telationship between the public sector and the private sectcr, but alsc cf the
relationship between the State and the pudlio sector and the State and the private
sector. Moreover, each of these three apparent entities is actually made up of a
number of smaller units suoh as departments, services, enterprises, eto., whose
reactions may vary, so that further problems - those of intemal co~ordination - must
be overcome in order to ensure that each party effectively plays his role.
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II. THE NEED FOR CO-ORDINATION IN ORDIR TO AVOID DUPLICATION OF EFFORT

4. The State, as the guardian of the national interest, is responsible for defining
the future which is considered most desira*le for the country, evaluating the nature
and ma_mitudo of the means through whioh this future can be prepared, and taking oare
of their application. The private sector, for its part, is concerned above all with
achieving the best possible profitability in its affairs, so that the criteria which
it uses in making ohoices correspond only fortuitously with those used for arriving at
decigsions ooncerning the putlio interest: there is thus a possibility of wastage of
soarce factors which may be allotted to operations of little general interest,
oombined in a manner which is not advantageous from the point of view of the public at
large, or allotted to units of inedequate soale. In order to influence the.decisions
of the private sector and to supplement its action in neglected branches, the State
uses a whole range of enterprices in which it retains some rights of supervision:
nationalized companies (directed by a Government department and applying the rules of
public law), State-owned oompanies (whioh have their own legal status, enjoy a oertain
measure of independence, and apply the rules of private law), and mixed publio/privato
companies. '

5« At this poinf, further possibilities of wastage arise inasmuch as the intentions
of the public and private sectors may not be clear or may not be olearly perceived by
the other parties. The projects envisaged by the various parties may be oomplementaxy
at one level or another, it vhat will happen if this complementarity  is simultaneously
seen by the private promoter from the point of view of the fu‘ure extemsion of hie
activities, on which he is basing uLis calculations of prefitavility, while the publio
sector sees it from the point of view of developing a sector which is at present
neglected? Moreover, the projects emvisaged may elso be competitive, and what will
happen if the projects in a given branoh, taken together, exceed the market
possibilities?

Ao ic authorities

6. At the head of industrial development stands the State, whioh fixes the framework
and rules for such development and decides on priorities, incentives and measures of
compulsion. The State is not a single entity, however, being made up of ministries and




departaents whioh pursue divergent objectives, often in the most serene ignorance of
each other's activities. The first co-ordination measure must thus be applied to the
publio authorities themselves, so that a single industrial policy may be put into
effect at all leve_s. This may involve fa -reaching action, as it is not sufficient
simply to decide on the content of the industrial polioy; it is also necessary tos

"=~ MNake sure that this polioy effectively guides the practical day-to-day
executive decisions;

~ Remember that in its day-to-day operation the State introduces disturbing
elements whose importance is not appreciated until later (delays in the
granting of import liocenoes, delays in the allocation of foreign
exchange, etc. ...). .

7. The establishment of an inter-ministerial industrialization committes, the placing
of rostricfions on the proliferation of tho activities of departments in the field of
ind\utry, the designation of a minister entrusted with overall respongibility for
industrialisation n;attm, the definition of areas of oompetence in matters of technical
suporvision, and the iésuing of orders that independent promotion bodies must follow

an inter-ministerial policy are solutions which have already been tried in many States.
The division of tasks between the planning body and the Ministry of Industry must, in

particular, be very clearly defined if overlapping and oonflicts of competence are to
be avoided: . R

= The planning body should be responsible for deciding on the location of
industry ¢ .4 the meens and polioy “or industrial dev )lopment, for these
questions go beyond the question of induntrialiutidn as such and oonoem
finance, agriculture, publio works, etc.

= The Ministry of Industry should be responsible for the application of the
- Ooverall polioies de.ided upon.

8. As it is set up in order to promote the application of the industrial policy
decided upon by the government authorities, the State sector must oonsequently resain
faithful to the implications of this polioy, but as it is working in a field where




initiative plays a considerable role, the subordination of this sector to the wishes
of the State should not be reflected in a total lack of initiative, and the degree of
independence should become increasingly merked as one progresses from nationalized

companies, through State-owned companies, .0 mixed public/prava.te companies.

9. In order to avoid the possibility that oompenies in which the State has a major
interest may take divergent directions, come States have had a tendency to group these
companies into holding companies, the most highly-developed example of which is the
IRI holding company in Italy. This method is worthy of attention, and its advantages
should be evaluated while bearing in mind its major inconvenience of increasing the
economic weight of the body and thus giving it a tendency towards self-determination
free of any control, '

10 The State is faced with two alternatives regarding its public industrial sector
because of the more or less satisfactory balance that must be established between
independence and control: either there is a tendency to ésca.pe from all controls and
‘the enterprises build up a whole system of means of exerting pressure in order to
influence the policy laid down for them, or else there is a tendency, as the result of
excessively strict and heavy oontrols, for enterpriaoé to adopt too passive an attitude
and to expeot the administration to decide everything for them.

C. The attitude of the State to industrial gsrvices

11« The risk of duplication and waste, which ie serious at the production level, is
accompanied by a similar risk at the industrial services level. Regardless of whether
they belong to the public or private sector, enterprises must constantly resort to
various eoonomic, technical, financial, human and other supporting facilities, but
geerally speaking they cannot, from their own resources, set up all the services whioh
they need. In order to overcome this diffioculty, measures must be taken, within the
administretion and the public and private sectors, to establish various institutions
designed to provide enterprises with the services which they cannot arrange for
themselves. It is therefo¥re by no means impossible tnat, because of lack of sufficient
information, or else deliberataly, some of these institutions mey to some extent
compete with each other, direot their efforts along divergent lines, or enter sectors
already covered by enterprises themselves; indeed, if the institutions are dynamio




are all inter-connected and the solution of one problem tends to raise another
problem which each inntitution"natuully wishes to solve within the framework of its
own activities,. '

12, The pubdblic authorities enter into the induetrialisation prooess in two respects:
() In organising and Supervising the framework for development; and

(b) In promoting and stimulating development, in which funotion they alsc have
& role to play in the ‘¢stablishment of the desirable industrial services,

These two dbjootivu' oall for different aptitudes and methods, however, and this ig
the explanation of the uncertainty whioh is to be observed more or less everywhere
regarding ‘the way in which that pert of the administration concerned with industrialis-
ation should be organized, Sometimes, the Minister of Industry takes on this double
responsibility himself, although this case is not very frequent; more usually a
specific industrial promotion body is established o provide pert of the industrial
servioes expected from the State, the other part being provided by the various other
ministries concerned in industrial development. In this complex whole, some functions
may overlap with each other and with other activities being carried on by non-
governaent bodies ( especially in such fields as research, laboratory testing,
standardisation, eto.),

13. A firet opportune measure by the publio authorities, to be taken in oonsultation
with publ@o and private users, oould therefore be to make a census of requirements and
existing facilities, to review the responsibilities of each body, and to prune away
oertaia lpooiclfid activities whioh could probadbly gain from being entrusted to
special technical services or reserved for private bodies.

avisaged for the optimum development of the oountry. In a nation with a mixed




eoonomy, the public and private industrial sectors, if left to thenselves, soon display
s tendency to beoome anarchically competitive and no longer complementary, and this
unvanted ocompetition (for eometimes competition is deliberately fostered in certain
brenches) results .n bad utilisstion of production factors, the oreation of excess
capacity, and under-development of certain eeooctors.,

A Rafinition of framework of sotion

15, Sueh dehaviour by the public and private sectors results as much from lack of
novledge of the objectives sought by the nation and by the indusgtrialisation polioy
laid dowm Ly the public authorities as from a deliberate desire to act othervise,
moouraged by weskness of State oontrol. The first measurs to hammonise the two
sectors should therefore consist of & precise definition of the "rules of the game”™;
the State must indicate clearly the shares which it intends to reserve for the public
seotor and private sector, respectively, and it must indioate in what fields and
vithin what limits private initiatives will be accepted and even encouraged.

16. Ia its definition of the "rules of the game", ‘the State must avoid the serious
mistake of trying tc tackle too many fields at once. A State which wante to run
everything will be tempted to osuse the publio sector to ocoupy pPlaces normally
antrusted t0 the private sector: becauee of lack of suitable facilities the pudblic
sector will oecoupy these places badly and the oonfidenoe of private investors will be
urdernined. On the other hand, it is perfectly in order for the State to step in wvhere
private imitistive is lacking, Perhaps subsequently handing its aschievements over to
private interests (noe profitability has b.en demonstreted. Likewiee, in the field of
supplying imdwstrial eervices, the State is often ill-equipped to provide facilities
whioh oould perfectly well be obtained from the public or private industrial sector,
if necessary by providing suitable inoentives. Servioes suoh as standardisation,

fairs and exhibitions, etc., will be provided just as offectively, if not more eo, by
industrial firws having an interest in the matier. Professional associations have a
role to play in improving produotivity and industrial uanagement, in preparing
feoasibility studies, in determining the prices of manufactured goods, defining
industrial property, etc. At no time, however, should the State sbandon its duties of
wmsuring orientation and supervision. ' '




17. The development Plan has an essential role t0 play in laying down the priorities
whioh must be respected in eoffecting in&ueti'inlization and it muet algo specify the
respective fields of the publio and private sectors. The general industrial develop-
ment plan (which defines the Place of the industry, the Tesources to be allotted to it
and the industrial development policy to be followed) and the sectoral industrig]
development plan (whioh implements the decisions set out in their main lines in the
genersl plan) provide a oo-ordinated View of prospects and problemg and enable the
fields and importance of the mogt interesting projects to be defined, at any rate

in 80 far as the Plan is adhered to,

3. L) tati

18, In working out their national development Plans and industrial programmes, it is
in the interest of governments to consult as much as possidle the State or private
industries whioh may be involved in these programaes, as well as the industrial
services. .l(w countries do this through sectoral planning committees made up of
iopmmtativu of the Government, individual specialists, representatives of the
publio and private manufacturing sectors, trede union representatives and sometimes
oonsumers' representatives, This formula heg many advantages, for it mables all the
partioipants to gain a precise idea of the point of view of all those concermed and of
the problems whioh have to be solved. In addition, it provides an opportunity for
detailed disrussions whioh leave no point untouched, it results in the taking or .
decisions whioh have & real chanoe of being applied, and it makes it possible to induce
the private sector to partioipate more closely in industria)l Aevelopment and at the
same time to establish objectives in accordance with national needs,

19. This dialogue and thig effective prisr oonsultation, whioh is begun in sectoral
Planning committees, must be organised so as to bring together public and private
mterprises in the sector or branoh concerned, on a permanent basis, through the Plan,
through social and professional bodies, or in any other suitable manner. Only then
will each sector be kept informed of the intentions of other seotors and be enabled

to disouss ﬁttm with those sectors in order to reach a oommon viewpoint; the State
¥i11 then be placed in & position where it ogn fully utilise the cupacity of the
Productive systems and oan replece sterile competition with a policy of oo-ordination,

Co-operation and complementation between the publio and private sectors, within the
framework of the fundsmental desisions taken regarding economio polioy,
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20. Among useful means for insuring this communication between the public and private
sectors are: |

~ Suitable representutici ¢cf workers end indusirialists on the boards of
industrial development orranizatiors or devartments;

- B8hort seminare on specific branches of industry or specific problems, at
which representatives of the public authorities and the publio and private
gectors can freely exchange their views, subjects of conoern and items of

information in and out ox‘ the meetings.

2l. The definition of the framework for action and the objoctivos to be lought will
also make it possible to clarify the nature and size of the industrial services whose
establishment would facilitate the execution of the industrial development plan. By
being broughi togecther, all those concermed will have been made aware of the objectives
sought, the obstacles which must be surmounted and the means to be used: the division
of services between the State, the public sector and the private sector will thus be
more easily accepted and respected, and meny possible cases of unsuitability, under-
utiligation, inadequecy, competition or duplica.tion of such services will be avoided.

C. The intermal organigation of the private secior

22, If it is desired to achieve co-operation betwech the two sectors, this must be

achieved through preliminary hamonization within each sector. It may be taken for
grented that State enterprises or mixed public/private enterprises will be co-ordinated |
with oach other berauce of the publio authnrities' right to rupervise their activities,
bt on the other hand it is by 2 wans collaian that, withoul idequate organization,
the enterprises in the private sector will adopt a oommon point of view. This is why

vodies such as chaubers of indusiry, trade unions, professional associations, eto.,
are so important. : _

23, Theee bodiu are not necessarily important only to enterprises in the pi'ivit'o .
seotor, for enterprines in the publio sector can also frequently benefit from them.

"I‘hqv thus form an additional place where information can be mhangod, disouuiona ~oan

be oarried on and hwnon:i.ution between the two sectors effootod.




24. The Btate will certainly wish to emphasige the importance of the organized
private sector in the industrialization process, and in addition tc the need to bring
the public authorities and the private crganizations together in the provision of
industrial services it can usefully cause the laiter organizations to participate in
indusirial planning and other connected activities, The State's benevolent attitude
to the industrial services of the private sector can be displayed, for example, by
granting fisoal or financial advantages, applying suitable legal or legislative
measures, taking oare of the training of personnel from the private sector, using the
private sector services to meet the reeds of the State and State enterprises, and any
other appropriate measures of encouragement,

IV. SUITABLE MBEASURES FOR ACHIEVING THE CO-ORDINATION WHICH IS DESIRABLE
BEIWEEN THC INSTITUTIONS PROVIDING INDUSTRIAL SIRVICES

25, Whatever the system adopted by the public authorities for defining, crienting,
promoting and supervising industrial development, industrial services are provided
primarily by a number of more or less independent individual units. Broadly speaking,
the functions carried out by these institutions concern such matters as the execution

of s’tudioi, location of investors, opening up markets, providing assistance tc

enterprises, financing and training. Depending on the economic system, these institu-
tions are generally public, private or mixed, but oertain services can only be provided
by the State, while others can only be provided by the private sector. If there is

not sufficient collaboration between these various institutions themselves and between
the ingtitutions and the users, it is by nc means rare to see the same problem tackled
in several different places in different and someiimes even opposing ways, resulting in
reduced effectiveness and waste of effort and rescurces. There are thus problems of
liaison and co-ordination:

- Between the State or its industrial promotion body and the various other
bodies which provide industrial servioes;

Between these bodies providing industrial services themselves;

Between thess bodies providing services and the publio and privete industrial
sectors using the services.
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26, Inorease in the number of hodies providing industrial services undoubfcdly
inoreases the risk of overlapping of competence and duplication of effort.‘ Therse is
therefore much to be said for sronning toscther, as far as possible, those services
which can be placed under common direction, without, hov@vor. preventing each service
from retaining its own individuality within a single general framework. If such
grouping is properly carried out, the services will all be impelled by the same basic
objectives, emohamges of views and information will be facilitated, and economies in
overall oosts and in the use of scerce qualified personnel will result,

2]+ In the case of many services which can only be provided by the State, unified
supervision by a single winistry or by the industrial promotion body will facilitate
co-ordination, particularly if the supervising ministry or body places within each
service a superintendent, inspector or commissioner who will thus have a complete view i
from within of the functioning and orientation of the service and can provide the
supervising body with a complete and continuous picture of the situation, emnabling it

to correct faulty trends and poscible overlapping.

28, Some services provided by the State will escape from this unified supervision,
exercised in principle by the Ministry of Industry or the industrial promotion body,
either because their sctivities naturally cause them to be attached to another ministry
or because politicai influences and the wishes of powerful ministers (especially the
Minister of Finance) bring about their attachment - perhaps without full justification -
to another ministrr. On the other hand, scme industrial servicee are provided totally

or partly by industirial sectoss ail enierprises. In this case, it is important to
establish & means of co-ordination in order to harmonise the activities of such
servioes so as to awid scatiering of responsibilities and overlapping of respective
fields of competence. Several systems may be envicaged, such as the appointment of an

inter-institutional co-ordinator, the oonveming of an advisory committee, etc.
Whatever the system adopted, mutual knowledge of requirements and sotivities will be
an important factor in harmonisation, Waste and overlapping is more often due to
ignorance than to deliberate unwillingness, and even unwillingness becomes hard to
maintain when it is showm up by exchanges of views.
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29. Partioipation by representatives of the public and Private industrial sectors
in this co-ordination process will have the sdvantage of enebling them to state their
needs, thus saving the service institutions from having to define their tasks alone.

B. I Lduatrial erometion body

30, In some States the Minicter of Industry retains responsibility for the promotion
and stimulation of development himgelf, although industrial promotion - particularly
wvhen it ooncerns the private sector - raices special problems which ocall for quick
decisions freed from all routine features and from all typee of excessive political
interference. It is thus sdvantageous for there to be & certain degree of independence.

31, Other States, which are in ths majority, have set up institutions specially to
take oare of industrial promotion, leaving organisational functions to the Ministry of
Industry, Deperding on the particular cases, these institutions may be public
inctitutions attached to the Ministry of Industry or independent institutions, Many
arguaents osn be put forward in favour of the establishment of a highly-specialised
independent development body grouping together the various advicory services, including
the following considerstions:

= Ny having nothing to do with the funotions of organisation and supervision,
the institution will win the confidence of industrialists and etrepreneurs;

=~ T™e head of such an institution becomes an important personage, placed
directly under the suthority of the head of government, and is responsible
for the following activities:

- Implementing the industrial development plan developed and approved
bWy the competent suthorities;

Orenting preferential oonditions designed %o stimulate new or
incipient industries; ‘

- Asowming gemeral responsidility for industries belonging te the
Btate; and

Previding support for industrial develepment pre jeots.
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= In some caser a board is placed at the head of such a body for the purpose of
saking decisions: the composition of suoh a board (ministers from all the
departnents concemed, representativee of professional groupings, banking
establishmcnte, trade unions, etc.) can strengthen the cohesion of those
responsible for promoting industrial development, facilitate exchanges of
information, and foster co-ordinstion.

32. Despite these advantages, ceveral objections have been raised against the aystem
of independent bodies:

= The Ninirter of Industry must remain responsible for industrial development,
and the establishment of an additional body introduces a factor of confusion
whioch may give rise to duplicetion of effort and impoce additional ocost
and personnel burdens;

-~ The establishment of an independent body in the industrial sector mey
enoourage the setting—up of similar bodies in other cectors, with the
result that the entire State struoture will be duplioated and there will be

_ freagaentation of responsibilities., In the view of those making this
‘ oritioism, it is the apparatus of the State and the pudblic services which
! should be adapted to the needs of industrialization.

3J3. 7Two questions arise when an independent body is set up:

- To what extent will the body be subordinate to the Ministvy of Industry, and 1
] what will be the nature ol the relationship between it and the Ministry?

- Now will the specialized vnitse which this body will have to set up in order
$0 provide the various services expected from it be administered?

No waiversally valid answer can be given to these questions, for the probles reised
here is the prodles of independence as against supervision alresdy raised previously
in cemmexien with the public sector; only analysis of the actual situation in each
oountsy will make it possible to determine jus: how far it is possibdle to ¢° in ome
direstion or the other while keeping intact the promotional body's powess of
eriemtation and co-ordination,




C. Qther ipdustrial mervices
3. Mm is a strategic element in the growth of industrial activity:
it is not simply connected Wwith technical or scientific proovl ems (invcntorios,
utilisation of local resourcec, -<tudies ~- ney tachniques or new methodgs of utilization),
but also other services -uch as testing, quality ocontrol, establiching specifications,
selecting equipment, standardirzation, surveys and statistical work, market studies,
mansgement and productivity studies, etc. Some of these activities are carried on
partly by other bodies supplying different industrial services. Research institutes,
which carry on part of thig research, may be:

~ Units belonging to an adminiestrative department;

-~ Semi-independent bodies attached to a university or a government department;
-~ Private non-profit making institutions;

= A technical instrument operated by industrial asgooiations,

In all cases, it should be dacided what degree of independence is bect fo. the
effectiveness of such institutes. Proper control by the supervisory body facilitates
the planning of the programme of work in the light of the national development
pProgramme and the allocation of resources to priority programmes. A greater degree
of independence avoids political interference and excessively rigid rogulation,
promotes initiative, and encourages the association of industrial enterprisee with
the activities of the institute,

35. Industrial research naturally involves oo-operation between the State and the
public or private ndustrial sectors; the role of the State oan be either "indirect",
when it provides the industrial sector with technical, financial, legislative or other
support without directly entering into the research itself, or "direct”, when it sets
up independent or non-independent research institutes. Some resecrch must remain the
responsibility of enterprises and specialised professional €roups; indeed, it is
deisrable to eoourage the establishment of fundamental and applied research depart-
ments within large industrial enterprises 80 as to delineate more precisely the fields
of study and possibilities for direot application of results and discoveries: this
makes co-operetion within industry iteelf and co-operstion with the institutes all the
more desiradble.
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36, This oo-ordination must be founded on as broad a basis as possible (fo: exanple,

a national committee) #0 as to help the various purticipants to formulate their research
policy and review their programmes in the light of the practical needs of industrial
development (application, development, adzotation), without straying away from
fundamental research. It is desirable that research institutes should maintain a
certain breadth of activity instead of indulging in excessive specialization, and it

is also desirable that special importance should be attached to the needs of small-

and nedium-scale enterprises; indeed, the provision of services under contract is one
of the main functions of research inrtitutes, although it must not be allowed to ham
research projects and long-temm investigations carried out with a view to the national

objectives of industrial development. TFor itc part, provision must be made in
national planning for the allocation uf the resources needed to enable inducstrial
research to supply the range of technical and economic services which will be called
for by the economy:; this initial awareness of needs is one of the first stages in
co-ordination. International co-oneration must also be pursued to the point of
possidble specialisation by various multinational research centres; the work done in
such larger units would be bound to be better, and the reduction in the number of
institutes would facilitate co-ordination.

37. Standardigation and qualily contxol are two more subjects where harmonisation
between the various parties is necessary. The definition of functional standarde
(whioh ensure that a product is in accordance with the sought-for objective) and
dimensional standards (which ensure the possibility of simplification, unification,

type classification and interchangeability ) bring order into a riven field with the
assietance of all those concemed, who derive substantial advantages from standardise-
tion (overall savings, protection of consumers' interests, satety and protection of
heslth and 1ife) provided the standardc are observed and their application supervised.
The necessary harmonization is a delicate matter, for it is necessary not only to take
account of the particular interests of the manufacturer, the consuner or exporter and
the public authorities, but also of the interiational situation in the field in
question and the co—operation which is desirable between States. The establishment of
regional or sub-regional standardization centres reeponsible for promoting
standardisetion, quality control and legal und industrial metrology in sccordance with
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internationally unified provisions may be an appropriate sclution, provided that such
centres work in close collaboration with all those concerneds Another solution some-
times adopted is that of entrusting the definition of standards and quality control to
the industrial research body. This has the advantage of cbviating the eatablichment
of a separate standards institute,

38, t af tion is an escential aspect of the transfer of technology which,
in developing countries with limited resources of research facilities and experienced
personnel, depends largely on the contribution from advanced countries and other
developing countries, There are numerous sources of information, such as public
departments (Ministries of Industry and Trade), public or cemi-public institutions
(patent officee, buresus of standards, productivity centres), research bodies, ‘
professional associations, etc., but the great abundance of documentation calls for
choices to be made and for the information to be properly assimilated and presented so
that it is emsily usable. Thig means that the State has a role to Play in the
promotion and co-ordination of these various information activities, for the reapid
expansion of knowledge ic no longer scmething whioh can be dealt with solely by private
companies, and it must be tackled on the national and even the international level., 2
publio or semi-public unit specializing in industrigl information and attached to the
Promotion body or to the industrial extension gervice oould be a suitakle solution.
Intemational specialisation by such units in neighbouring States is also a possibility,
each unit dealing with the dooumentation for specific industrial sectors.

39. tri Provide an effective means of Passing on knowledge
and experience to industry;: in particular, such services are an important element in
the programme for the develoment of small-scale industries, making it possible to
improve the functioning of such enterprises, to encourage the modernization of existing
mterprises, to stimulate the spirit of enterprise and to orient industry towards new
industrial projects. Such services, which are generally attached to other already
existing institutions (research inctitutes, technical colleges, eto,) serve both as
neans of communioation between industrial users and oxperts and as documentation
services. Thus, standing as they do at the mesting point between users and suppliers,
who are numerous on both sides, industrial extemsion services offer interesting
Possibilities for carrying on oo-ordination activities; provided there is a minimum of




intemmal ocoherence, for it is by no means unknown for several separate services to
deal with industrial extension activities without any adequate agresmemt between them,
although this gituation is not so frequent in industry as it is in some other sectors,

especially agrioul ture.

40, Parallel with industrial extension activities, other servioes can encourage the
promotion of small-scale industry, industrial estates, industrial co-operatives,
sub-contracting, etc. Some oountries have adopted integrated overall programmes in
this connexion, while otherz have been satisfied with noticeably less effective
fragnentary action, The public authorities must take the dominant role in establish~-
ing such overall programmes, for only the public authorities can take special measures
te suit each particular case, integrate the programme into the general industrialisation
programme of the oountry, and ensure the availability of the necessary financial
resourcec which private bodies would find it hard to assemble because of the generally
lower profits to be expected from such invesiments. This leading role of the Stete,
which often takes the form of the establishment of a2 dependent or independent service
for small-scale industries, should not prevent the delegation of certain sections of
this activity, under State responsibility, to private bodies or professional
organications.

Al. Industrial estateg enable the spirit of enterprise to be stimulated by grouping
together and providing a framework for enterprises of all types and sises and providing
them with common services in an effective and economical manner. Industrial estates
alee facilitate relations between enterprises, especiall; as regards sub-contrasting

between large and small units, The size and looation of the estates and the nature of
the enterprises to be located on them, however, must Le carefully defined by the
authority responsible for development, which should have sufficient power to direct

the management of each estate in this connexion. In several countries the creation of
s office responsible for establishing and managing all industrial estates has proved
to be an element of order and dynamisa.

42. Induatrial ¢o-opargtives are suitable means for promoting industrialisation of
the type which is in many cases considered to be most desirable ("labour intensive”

industries based on the utilization of local raw materials and having the advantages
of saving foreign exchangs, providing training and eoouraging local investments).
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If, in the initial stage of their establiehment, the infant industries are inoapable
of establishing independent development pProgrammes and rely on the promotional
activities of the State, then in a later stage they will more readily use ooaplementary
assietanoe, and at that moment the State must orient, encourage and Tacilitate the
contribution of private bodies in order to faoilitate co-operative action. In retum,
the oo-operatives oan Play a useful role by participating in the allocation of economic
planning priorities and they can also help their members to improve productivity,
standardisation and quality oontrol. The body responsible for induetrial co-ordination
muet therefore take care not only to back up their action in thir direction but also to
make sure that this action does fit in with the general polioy being pursued by other
bodies. Because it ig difficult to obtain suffioient key personnel with adequate
qualifioations for co-operatives, oonsideration should be given to the inclusion of
the necessary training programmes in the general training programmes.

43. W are also a useful inetrument becauee of the possibilities

vhioh they provide for: the improvement of industrial relations (through the neetings
whioh take place in them between Ranagement personnel and labour); the passing-on of
information, data and commercial advice; oampaigns for inducing enterprises to make
more exteneive and more effective use of toohnioqf assistance, and measures to give
business circles greater awareness and understanding of the industrialiszation process,
Through their oomposition and their activities, chambers of industry facilitate co-
ordination between the various institutions offering industrial services: on the one
hand, when these inetitutions are invited at frequent intervals to participate in the
work of chambers of industry they become more clearly aware of the needs to be satisfied,
and on the other hand the professional staff brought together in these chambers can
more easily define in common the servioes which seem to them to be moct necessary for
themselves or to future enterprises whose establishment it is desired to promote.

4. 'ﬂm'_lmeu- whether general or restricted to a partioular branch

of industry, defend and Promote the intereste of their members, but also express their
Views oencerming the major national interests, whioh inolude problems of enoouraging
industrialisation. Aoting as they do as a means of bringing their members into
collective relationship with outside servioes (this corresponds to an interesting type
of oo—ordiution). these associations algo provide their members with oertain industrial
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services regamding productivity, sanagement, investments, research, training,
standardisation, studies of ths profitability of projects, patents, etc. Co—operstion
on ths basis of mutual confidence between such associations and the industrial
development body respomsible for oo-ordinating the activities of the various industrial
services will ensure ths full utilization of these possibilities,

45. Ihe fenpibility etudies needed for preparing projects suitabls for submission to

potential investors oan give rise to disputes between ingtitutions providing industrial
servioes, ths right to produce such studies being claimed, inter alig) by industrial
research bodies, the prometional body, and the dsvelopment bank or investment company.
Competition in this field, as in others, leads to waste and duplication of sffort, and
resources can be saved only by the designation of a single body to be responsible for
the work, or the distribution of the studiee among ths various bodies Ly agreement.

46. Systems of gpdygtrisl training end industrial instruction frequently suffer from

lack of co-ordination and excessive dispersion; this makes it diffioult to establish
overall plans for the training of specialized personnel and impossible to put such
plans into effect. Certain training facilities are the responsibility of the pubdlic
suthority (vooational schools, training oentres, etc,), but enterprises themselves
train part of their personnel ("on the job® training). While the sige of the training
facilities provided by entorpri'soe will naturally oorrespond with requirements, ths
same is not true of the facilities provided by the State schoole, unless there is
adequate 1isison between the various euppliers and consumers of training facilities.
This is why the establishment of an industrial training body - or the extension along
thess lines of an existing institution - is worthy of consideration: such a body, if
provided with a flexible and broad-ranging management, would provide liaison between
the users in the public or private sector and those providing training servioes, it
would enoourage enterprises to train personnel themsslves, it would co~ordinats ths
training thus given with the training given in technioal and professional establish-
ments, it would prepare the necessary teaching material and facilities, and it would
establish standards in the mattsr. The incorporation of a training/employment plan in
the medium-term development plan of the oountry would facilitate the work of such a

training bedy.
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Do Finsselsl inatitutions

47. Pinanoial institutions designed to promote industrialization can oontribute to
the co-ordination of activities (‘'he who has the money takes the decisione") but they
often raise problems of harmonisation when several different finanoing instruments
oxipt at the same time. Thue, there is frequently an induetrial development bank
responsible for making loans, an investment company which participates in the capital
of enterprises, an institution providing assistance (including financial aseistance) to
emall-soale industry, and so on. Theee variour establishments may be public bodies,
establishnents based on assooiation between the State and private interests, private
establishments enjoying a State guarantee, or oompletely private establishments:
depending on the type of eetablishment in question, the publio authority's capability
to direct the establishment's polioy will vary oonsiderably. Here, too, an effort to
achieve some degree of concentration in order to avoid exoessive proliferation of
institutions and to secure the maximum amount of oommon direction is a favourable element;
if the legal status of ruch establishmentc s made similar to that of mixed public/
Private oompanies, this will ensure that the State has sufficient right of direction,
in most cases, to make it unnecessary to give the establishments too marked a State-
ran oharecter (which might dissuade private investors from Placing money in them), and
the establishment of a credit board in whioh representatives of the State, directors of
financial institutions and representatives of the public and private industrial sectors
partioipate will permit the hirmonisation of investment polioies in accordanoe with
State directives and the needs of investors,

Vo SUMMARY AND CONCLUSIONS

48. TFor the developing oountries, the extension of their industrial base is a major
precgoupation whioh oalls for disoipline in the selection of the branohes of industry
to be promoted, the location of the enterprises and the utilization of scarce
production factors. GOovernments are therefore not usualiy willing to allow a "laisse.
faire" plioy, and they try to allot olesrly defined tasks to the three parties in the
matter, namely, the State, the publio industrial sector and the private industrial
sector; this presupposes oo-ordination between the porties to avoid opposition,
dicbmidn or duplication of effort, wastage of resources and under- or over-equipment.




49. It would seen that the sought-for oo-ordination should be baged on prior
discussion and agreement among the various parties, subject to the a.r'bitratibn'and
supervision of the State, for it in always difficult to demand 'the application of
decisions which ha' 3 noi been discussed an accepted beforeh:id. The reaching of suoh
agreement would be facilitated by the proper organization of the servioes and develop-
ment bodies of each of the parties. At the basis of any effective oo—ordination of the
three parties concerned in industria] development lies a precise definition of the
"ler of the game" which muet constitute tho regulatione for the parties: thus, the
respective roles of the State, the public sector and the private sector must be olearly
specified so ag to avoid overlavping or disparities, and in this definition of roles
tho State will be well advised +o guard against overreaohing its capacity, so that
nothing will stand in the way of creating an atmosphere of mutual confidence and
maintaining a dialogue on all points of common interest,

50. The esstablishment and functioning of the bodies respongible for providing
industrial mervioes gives an opportunity to put into action such co—-ordination based

on asreement and dialogue. The establishment of an industry Presupposes the existence
in the country of practical industrig] services which facilitate the establishment
pProoess. The role of such services goes well beyond this, however; in order for
anterprises to 8row, industrialiets reed to be in a position to anticipate market trends
end develop effective internal and external marketing arrangements, they need help

with hanagement, finaincial) opr technical problems, they waent to increase their
produotivity, modily and stendardigze their ovroducts, secure treining for their personnel,
and thay demand ¢ 1atents service for prot cting their invent ions or allowing them to |
maks uce of foreign techniques., ivo enterprise can bope to solve all these problems
alons, and the necessary services must be provided, depending on their nature and on
the oountry ooncerned, by specialized private companies, commercial or professional
crsociations, or the Siate i*self, The greatest possible flexibility must be displayed
in selecting the best weys of providing these scrvices,

51. Some industrial services are provided by bodies whish are dependent on the public
sutiorities and are more or less closely linked, depending on the perticular country,
with the administrative system; come services, however, are provided by the Private
sector. The hamonisation of all these can be secured, for example, by the establish-
menv of a system of inier-institution co-ordination (co~ox~dinator, advisory ,
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comnittee, oto.), with participation not only of the bodies conoerned, but algo of
reprosentatives of the Publio and private industrial sectors who will aid the
institutions to define their task, In the oane of institutions which come under the

Scén suitable ways of facilitating the pursuit of o concerted policy which can
advantageously be defined in the Plan and for which the desirable operating funds can
be allooated in the plan.

52. The State must play a double role in the process of industriulizing a country,
On the one hand, it mugt organize and Bupervise the framewori for development ; the
Ministry of Industry, working within the framework of the general directives of the
planning body, would appear to be most suitable for oarrying out thig function, on

services, either directly or through independent unitg subordinated to it, thus forming
a8 liaison stage. 1Its co-ordination activities could be extended to al] bodies
providing industrial services, if at tne séne tine au inter-inetitution sdvisory
comnittee WAS set up. In order to prewent the absenoe of competition from bringing
about intelleotual fossilisation ang excessive compliance with routine in the operation
of the industria) dwolox.opt body, periodic evaluation of jtg results would be
veluable,

53. Some industrial services can be provided equally well by the State, by independent
institutica:, or by the users themselves. It does not appear to be in the interest of
the public authorities to take it upon themeelves to provide services which could be
provided equally well by the organized Private sector; in suoh g case, a oo~ordinating
role would Probably be more offective and would induce the Private sector bodieg to
Participate to o greater extent in industrial development, Measures to train the
teochnioians needed to supply these services, steps to reduce the number of trained
Personnel leaving the oountry, and suitably adapted financing facilities would
oertainly facilitate thig co-oxrdination by the public authorities,
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54. A given type of industrial pervice is often provided by several bodies at the
same time: research ie a typioal example of this. Co-ordination measuree should
therefore also be taken in this case: they oould be based on prior consultation and
agreement between ull bodies and joint dis ussion of objectiies and programmez, in
oommittees, for example, with the participation of the users of the services.

55. Generally speaking, in preparing the ground for such harmonization there can only
be advantage in using all opportunities provided by meetings between representatives
of the State, those of the service institutions, and the representatives of the
industrial sectors. Planning comnittees, chambers of industry, trade unions,
manufacturers' associations, etc., offer interesting poseibilitiee in this respect.

56. Frequently, in everyday life, personal interests and collective interests do not
coincide. Development is no exception to this state of affairs: the objectives and
desires of enterprises or promotion bodies are often defined in the light of the
personal interests of each party, such as desire for profit, deeire for prestige,
desire to command, etc. These interests, which are often motivated by thoroughly
honourable aspirations, form a coneiderable incitement to action, but when thay are all
taken together they do not correspond to the best interests of the comnunity or even
to the best individual interests of each enterprise or body, because of the wastage
and duplication resulting from a disorganized approach. By prior discussion and
agrement between enterprises, between bodies and between sectors, the development
requirements will be understood by the partners, the economic policy and compulsions of
the State will be appreciated, and decision: for co-ordinated action can be taken:
coercive measures should be taken only wheu this prooess of prior discussion and agree-
ment breeks down or is absent. At no time, however, should the State abanden its role
of orientation, organization and selection or its right to intervene and to apply
sanotions when necessary.
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