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l. The primary aim of industrial development is to increase output and income,
nct to provide jobs. But it is not a matter of indifference whether the path of
development is one that leaves many people without work, or one that provides many
new jobs quickly, utilizing a country?s human potential as fully as pcssitle for
deve! oprent. Governmen.s that have subscribed to the United Nations Charter and to
the Constitution of the International Labour Organisation (11L0) have recognized an
obligation *o do all in their power to provide productive work for those who need
it, and the Invernational Labour Conference in 1464 adopted a Convention and a
Recommendation concerning Employment Policy which called on Member States to
declare and pursue as a major goal an active policy designed to promote full,
productive and freely chosen employment .
2, This paper advan:es six propositions and comments oa them. The propositions
are:

(a) The industrial sector in developing countries provides directly only

limited employment in proportion to the amount of cepital invested, but

makes a long-run contribution to the solution of employment problems to the
extent that it promotes rapid =zconomic growth and development.

(b) If too much weight is given to short-term employment considerations,
countries may choose a product-mix and types of technology that 40 not make
for rapid growthe.

(¢) If too little weight is given to shoit-term employment considerations,
countries may choose a path of development that leaves large numbers of
people unemployed or under-employed and fails to make full use of their
numan potetitial for development.

‘d) Countries have accordingly to determine what their policy towards
amployment in the context of industrial develcopment is to be; a useful
iistinction cap be drawn in this connexion between relief-oriented employment
on the one hand, and production-oriented employment on the othere.

(e) The first and major element in a developing country's policy towards
employment in the context of industrial development should be to mgke sure
+hat all labour that can be employed productively in the industrial sector
13 employed; and steps should be taken to implement this policye.

(f) Some forms of international action may be helpful in this connexion.

3, These propositions will be taken up in turne.

/...
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(a) The industrial secter in developing countries Pbrovides directly only
limited employment in Proportion to the amount of cabital invested, but makes a
long-run contribution to the solution of employment problems to the extent that it
bromotes rapid economic growth and development .

L It is well known that in most countries the amount of capital used Fer job in

industry, Particularly large-scale mcdern industry, is considerably higher than ip
agriculture and services, In India, for example, according to one recent study,
average capital per worker (at 1960/61 prices) in "manufacturing and rower" and in
mining in 1960/61 were, respectively, Rs 3,812 and Rs 2,289 as compared with Rs 732
in agriculture, Rs 2,390 in "trade and service" and Rs 15,470 in transport.;/ In
China (Taiwan) in 1961, average capital investment per person employed in
manufacturing industry was $NT&8,000, whereas the corresponding figures were
$NT20,900 in wholesale trade, $NT2,600 in retail trade and $NT2,5C0 in miscellaneous
service industries.g/ In Italy, the "Vanoni plan" estimated the capital directly
needed for the creation of new jobs over the period 1955-1964 at 10 million lire
rer job in industries with heavy capital requirements, 1.5 million lire in other
industries and the handicraft sector, and 1.0 million lire in tertiary activities.é/
It should further be noted that within the industrial sector, the capital per worker
tends to vary between different branches of manufacturing and often also between
establishments of different sizes.h From the very rough estimates of the growth
of manpower requirements in certain key industries in Africa, Asia and Latin America
from 1965 to 1975, contained in another ILO paper prepared for the Symposium,é/ it
is clear that these industries can be eéxpected to absorb no more than a small
Proportion of the projected increase in the labour force.

1/ Economic Survey of Asia and the Far East, 1965 (Bangkok, 1966), pe 10
(United Natlons publication, Sales No.:gg.II.F.l).

g/ General Report,, 1961, of Industry and Commerce Census of Talwan.

3/ Elements of a Programme for Raising Income and Employment Levels in Ttaly over
the Ten Years 1955-196L (Rome, 1955).

E/ Some statistics for Colombia, India, Mexico and the United States are given 1in:
International Labour Office, Employment Objectives in Economic Development,
(Geneva, 1961), p. 229, table 3.

5/ Entitled "skill Requirements for Industrializetion" (document ID/CONF.1/31),

[ooe
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S5 A major reason fcr the unemploymrent and under-employment Prevailing in so

many developing countries is the very fact that their economies are under-developed
in tke sense of not yet having developed the knowledge and skills, the institutions,
the infra-structure of bower and transvort and other forms of capital equipment,
needed to enable full and Productive use to pbe made of their human resources, To
the extent that industrialization centributes to economic growth and development,
1t contributes to the creation of conditions in which employment Problems can more
easily be solved in the future, (This is not, of course, to say that all industrial
Projects, even if badly chosen, will necessarily contribute to growt1 and
development, 35till less is it to say that well-chosen projects in other sectors
are not also needed for growth and development; but this barer is concerned with

the industrial sector.)

(b) If too much welght is given to short-term employment considerations,
countries may choose g Product-mix and types of technologz that do not make for
rapid growth,

6. The ability of a programme of Industrial development to contribute in the long
run to the solution of employrent problems may be impaired if too much weight is
given to short-term employment consideratic..s in the choice of industrial Products
and techniques. If beople are given unproductive work to do, including work of
such low productivity that what they produce is worth less than the incomes they
receive in return for producing it,6 these incowes will have to be found, in part
at least, from sources that could have been used for other burposes, including
investment, Ir vwages, or subsidies to the self-employed, were paid at the expense
of investment, this would tend to slow down growthe As was pointed out in a
recent ILO report:
If a policy of employment creation ig allowed to check the rate of growth,
it is very doubtful whether it can make for welfare, Furthermore, since

growth creates ~mbloyment, it is very doubtful whether such a policy could
make for g lasting net increase in employment

é/ For example, making things in cottages by hand methods that have to be heavily
subsidized to compete with ore efficient machine production. (It may of
course be conducive to long-term growth to Protect or subsidize un infant
industry during an initial Phase if it is expected, in time, to be able to
stand on its own feet.)

[eos
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This is not the came thing as to say that it should nececsarily be un
objetive of policy to strive for the hirshect possible rate or investment
with » view to maximizing the rate of grewth. The price ~f relative
abundance for the next generation might well be tivhter telts and a mere
wnequal distribution of inecme in this generation (because many reople waould
be left under-employed) than a country would wish to have. But most
devi-loping countries feel that to attain their social cbjectives, they
need a rate of prowth not slower but faster than at present. and for this 7/
purposc need a high rate of investment. even if it is not the maximum rate.L

7. The important questions in deciding what industries chould be set up (the
chcice of products) and what techniques to use (the choice of methe ls) seem tc be,
not hcw many jobs will be directly provided in the short run, but how much inccme
will be generat:qd directly and indirectly in the long run, and hcw much of this
will be ploughed back for further investment. It is the answers to these
questions that determine the increase in output of consumer ang capital goods
cenerated by an investment project, and the magnitude of the demand for labour to

make the goods, though this depends also upon the techniques of production.

(c) If too little weight is given to short-term employment considerations,
countries may choose a path of development that leaves large numbers of people
unemployed or under-employed and fails to make full use o' their human potential
for development.

3. It is not & matter of indifference whether the path of growth and develotment
is one that provides many new jobs quickly or one that leaves many reople for many
years with no productive work ton do. The problem of finding usefu? and productive
work for school-lecvers and others who need it is causing a great many Jcvernments
a great deal of anxiety on social and political grounds. Ccmmenting on the view
that high capital-intensity is desirable in developing countries ar a source of
profits and therefore of savings and investment, Professor Arthur Lowis hes
Oobserved:
Unfortunately, that poli cy would be feasible only if the labour surplus
remained disguised and could therefore be ignored; it is nrot practicable when
the unemployed are roaming the streets and burgling your houses. Most
developing countries have to give the highest priority to p:roviding employment

now rather than to maximizing coasumption or income or employment in ten
years' time. 8/

7/ International Labour Office: Fmployment and Economic Growth (Geneva, 1964),
p. 134,

8/ Lewis, W. Arthur. "a Review of Economic Development". Richard T. Ely Lecture
in: American Economic Review - Papers and Proceedings, May 1965, p. 1k,

[eon
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Nor is this necessarily a matter of subordinating considerations of economic
efficiency and long-term sccial welfuare to consicerations of short=term social
welfare. For there are reasons for thinking that, often, fewer Jobs are provided
than would be advantageous even from g strictly economic point of view (see

baragraph 10 belcw),

enploymrent in the context of industrial develooment is to be; a useful distinction
can be drawn in this connexion between relief-oriented employment on the one hand,
and_production-oriented employment on the other.,

Fe Developing countries cannot afford a policy of providing jobs as a form of
relief regardless of the value or lack of value of what is produced. But to the
extent that countries can provide productive jobs in the sense of jobs Yielding
products whose value exceeds their costs, they can avoid having to choose between
easures to increase employment and measures to increase production and real
incomes; the same reasures will serve both burposes. Creation of production-
oriented employment is quite a different matter from creation of relief-oriented
employment., And if an intelligent and vigorous search isg made for ways of
providing productive work for those who need it, it is likely that in a11
countries, neglected and unnoticed opportunities for making Eroductive ugse of
under -employed manpower will be found.,
10. For several reasons, it is likely that less labour is employed in the
industrial sector (and in other sectors) of developing countries than would be
desirable from the point of view of production and growth alone, without giving any
weight to employment considerations. If thege factors making ror excessive
capital-intensity in the industrial sector in developing countrieg could be
corrected, the role of industry as a direct Provider of jobs could be considerably
greater than it is, These ireasons include:

(a) A possible preference for modern capital-intensive labour-saving

i

ndustries and technology on grounds of Prestige as distinct from economic
advantage. 9/

(b) Asymmetry of Promotion of the use of capital and labour respectively,
This has at least two facets:

2/ This, of course, is not to deny that there are good economic reasons for
selecting some capital-intensive industries and technology in developing
countries,
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(1) The fact that the managers or directors who decide how much labour
to employ may be, or may be advised by, engineers from industrially
advanced countries whose training predisposes them to regard "labou -
saving" and "efficient" as virtually synonymcus terms, while in
countries where labour is plentiful and capital scarce, it would be
more appropriate to identify efficiency with the saving of capital;

(ii) The fact that labour-saving ideas are more often than not emboiied
in saleable pieces of capital equipment, sales of which are
assiduously promoted; "replacing capital with labour, however,
may take more than a purchase [of equipment/ - the manager might.
have to be converted to the subleties of efficient organization,

a far more taxing achievement", 10/

(c) Related to the last point, there are the difficulties of handling a
large labour force, and lack of experience of the problems of doing so. ll/

(d) The fact that it is easier to reproduce existing designs than to work
out afresh the technical problems of designing a production process; the vest
bulk of technological research is carried out in industrially advanced
countries with a view to solving problems encountered in those countries,

and the most appropriate technology for countries in which unskilled labour
is plentiful and capital is scarce may simply not be known.

(e) The fact that "up-to-date" modern equipment may be importedl under
foreign aid programme; in which donor countries require that eouipment be
purchased from them (aid "with strings").

(f) Tax 1ncentives ‘o reinvest profits; benefits are obtained if machines
are bouaght, but no* if workers are hired.

Strassmann, P. Technological Change and Economic Development, Coriell
University Press (Ithaca, Ne Y.), chap. V. The author illustrates the point
by referring to one of many United States exporting firms which "has a large
sales force abroad armed with ingenious literature to coax entrepreneurs into
adding instrumentation to their plants. In Mexico, the company conducts
training courses in the use of instruments sold. That kind of salesmanship is
laudable. But who provides it for the unskilled worker?"

Strassmann (loc. cit.) quotes as a by-word among industrialists in a Latin
American country the caying, "menores cbreros, menores problemas" (fewer
workers, fewer problems). He points out that both entrepreneurial hostility
and benevolence towards labour tend to yield the same reaction: mechanization.
"The hostile entrepreneur sees each worker as a rotential troublemaker and
wants fewer of them. The benevolent manager does not like to run a sweat-shop,
exploiting his men's poverty with back-treaking antiquated meihods." Nobody
would advocate the retention of dangerous or unheslthfui Jjobs, but dangerous
or unhealthful features of jobs can often be eliminated by providing

relatively inexpensive equipment without abclishing the jobs themselves.
Plagued by breakdowns and lack of spare parts, many maintenance engineers in
under-industrialized countries must have been tempted to develop a slogan:
"Fewer machines, fewer problems".




ID/CONF.1/F. 18
Fnglich
Pace

(1) ‘ihe Fact that the "private cost" (money cost to the entrepreneur) of

employing capital may often be less, and the private cost of employing

labour greater, than the real cost to society of doing so. (This point

is taken up in parapraph 6 bc low. )
11l. Tt is believed that there is go much to he done in developing countries ir,
making sure that the employmert of labour does not fall short of the level that
ould make for optimum growvth that attenticn can, and should for the present, be
concentrated on this problem. The present paper, accordingly, does nok attempt
to po further than this or to discuss whether, and in what circumstances, it
might be reasonable to forgo o certain amont of grcwth in exchange for g certain
amount of short-term cmployment by accepting a path of develorment (as determined
by decisions regarding the precduct-mix and the choice of techniques) that would
not be optimum from the proint of view of growth, but that would provide more Jjcts

more quickly than the growth-optimum path would do.

(e) The first and major element in a develcping country's policy tcwards
employment in the context of industrial development should be to make sure that
all labour that can be employed productively in the industrial sector is employed;
and steps should be taken Lo implement this policy.

12.  This calls for lrnpthier and more extensive comment than the very brief
treatmert accorded to the first four propositions.

15. 1In the light of what has been said above, the first and major element in g
country's rolicy towards employment in the context of industrial development seems
nen-controversial. It would seem that every Government, and esrvecially

Governments facing a problem of surnplus labour, would wish tc .o all they can to
make sure that as much labour as can productively be employed is employed in the
industrial sector (and, of course, in other sectors).ig/ What are the possibilities
of providing a larger number of productive jobs in the industrial sector of §
developing countries? !
k. So far as this is a matter of choice of products or of technolory - including,

where appropriate. the installation of equipment that is second-hand, or not of
;2/ In most countries, surplus labour will probably have, for the most part, to be
absorbed outside the industrial sector, but the scope and opportunities for

this are not examined in the present baper. See Employment and Econocmic
Growth, op. cit., chap. VI.

[eo.
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the latest design - the subject has been covered in another ILO paper for the

Symposium.-l—s/

15. But finding ways of using mcre labour to save scarce capital is not only,

perhaps not even mainly, a matter of installing less costly equipment which needs

more labour to operate it. Less attention has perhaps been given to the scope

for productively using more labour in conjunction with given equipment. There

are three possibilities that are worth looking into in this connexion.

16. The first onc is more intensive staffing to reduce the idle time of machines.

The more costly a rachine, the more important it is to keep it continuously

working, even if this means that some of the men operating il are less than fully

employed. A major reason for low productivity in many developing countries seems

to be the high proportion of idle time of many machines. The optimm degree of

intensity of staffing existing equipment, as well as the optimum choice of

equipment, depends on the ratio of wage rates to interest rates. A research worker

who visited glass-bottle factories in Mexico and Puerto Rico found that in both

factories:
The mechanism for stacking hot newly moulded bottles on to a conveyor going
into a cooling oven was often out of order. In Mexico, two men with tongs
were always on hand to supplement the machine. In Puerto Rico, with wages
almost four times es high, such standbys were uneccnomical and the glowing
bottles went dowa a reject shoot until the mechanism was replaced or
repaired. 1k/

17. On at least one occasicn, an ILO productivity team, investicating a textile

plant in Pakistan, recommended the taking on of more worliers in order to increase

productivity.

18. The second way of getting more output and providing more employment with

given equipment is to prolong the life of the equipment by better maintenance. This

can perhaps be regarded as a variety of more intensive staffirg.

19. Third, there is the possibility of organizing multiple shifts.li/ If an

expensive machine can be worked for twenty-four or even sixteen hours & day,

13/ Entitled "Progressive Industrial Technology for Developing Countries" (document
ID/CONF.1/B.17).

14/ Strassmann, op. cit.

15/ For details, see M. Kabaj, "Shift-work and Employment Expansion", in
Internaticnal Labour Review, vol. 91, No. 1, January 1965.
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instead of eight hours, there will be a consideruble increase in output and
employment in relation to annual capital costs - interest and depreciation. This
would he true even if the lengch of life of the equipment depended strictly upon
the number of hours it had been in use, and nothing else. In this case, there
would be no saving on depreciation by substituting three shifts for one, but
irterest charges would be cut by two thirds. At the other extreme would be a case
in which the effcctive life of a machine depended entirely upon its age, and not
at all upon how intensively it was used; this is the case with any machine that
becomes obsolete while it is still in perfect physical condition. In this case,
two thirds of the depreciation as well as two thirds of the interest charges would
be saved. In the more usual case where the effective length of life of a machine
depends partly upon its age and rartly upon how intensively it is used, the saving

would be somewhere between these two limiting cases.l

;ﬁ/ An example may make the argument clearer. Suppose that the demand for a certain
rrcduct can be met either by (a) installing three machines and working them
eight hours a day or by (b) installing one similar machine and working it
twenty-four hours a day. Suppose the machines cost $1C0,000 and the rate of
interest is 8 per cent. In case (a), the length of life depends only on
intensity of use, and it is assumed that a machine will last nine years on g
one-shift system, but only three years if used continuously on a three-shift
system. In case (b), length of life depends only on the age of the machine,
and they are assumed to last nine years whether used on & one- or three-shift

length of life in years. The savings under a three-shift system, compared with
a one-shift system, would be somewhere between the following limits:

3 machines 1 machine Savin
and one and three 1)-(2)
shift shifts
le 225
$ $ $
Cost of machine(s) (300,000) (100,000)
Case gaz
Interest 2k, 000 8,000
Depreciation 33,333 33,333
Annual capital cost 571,333 1,333 16,00
Case (b)
Interest 24,000 8,000
Depreciation 33,333 11,111
Annual capital cost 57,333 19,111 38,220
/
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50. There would seem to be much scope for extending multirle shifte in industry
in developing ccuntries, if the various difficulties in thc way of doing so -
which probably are particularly great in smaller firms - can be overccme;lL/

Since they seem to offer such a promising way of gettin: more output and providing
more badly needed jobs with the same amount of capital, the reasons why multiple
shifts are not more widely used are worth investigating.

21. One important reason no doubt is that night werk creates difficulties for
many workers and disrupti their normal living ~ycle. Housing conditions for
industrial workers in developing countries (and also in developcd countries, for
that matter) are generally not conducive to rest during the day, and transport
and cther facilities needed by workers on nisht shifts may bte lacking. These
difficulties may be reduced if a two-shift instead of a three-shift system is
worked - for example, with work starting at 5 a.m. and stopping at 9 p.m. Other
difficulties may be eased by initiatives taken by employers (perhaps in co-operation
with local government authorities) in matters relating to canteens, transport

and housing. FEven so. workers who have a choice betwezn working an ordinary day
shift and working an early or a late or night shift on equal terms are likely to
prefer the ordinary day shift. Eut fcr many workers this is not the choice; the
choic~ is rather between working an early or late or night shift (at least
intermittently, if shifts are rotated), and not having a job at all. Thesc wurkers
would clearly be better off and would be able to make their contribution to the
development of their countries if a systematic effort were made to overcome the
obstacles in the way of operating a multiple-shift system, and the savings in
capital costs leading to hipher profits would make it possible to offer premium
payments for working night shifts.

17/ D.N. Dhar and H.F. Lydall found that only twenty-five out of 206 small
enterprises in India worked two shifts, mostly with the owner's son or
brother in charge. See their The Role of Small Ente - prise in Indian Economic
Development (New York, Asia Publishing House, 1962), p. 56. Strassmann
(op._cit.) found that, in a sample of industrial firms in Mexico, 18 per cent
of smell firms, 35 per cent of medium-sized firms and 65 per cent of large
firms operated multiple shifts. But 81 per cent of the firms operating
multiple shifts did so for compelling technical reasons, such as keeping
furnaces going overnight.

/...
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“2. A sccond reason for the limiteq resort to multiple shifts is nndoubtedly

a shortage of varicus tyres of ¥ey rersonnel. Supervisors are, nc joubt, amons
the mect important Key personnel:lﬁ Who is to lcok after a second or third
shift . rarticularly in g small family business? 1In ~ortries where there is little
Cr nc industria] tradition, labour unaccustomed to the discirline ang rhythm of
industrial life needs much supervision, ang it is often difficult enough tc find
suitably qualifieq Supervisors even for one shift a day.

23, Prccess-planners may be ancther catescry of Key rersonnel in short supply.
The rrocessing of materials and the prcduction of ccmpenents in different
departments of - i1ant need to be co-ordinated so that there are neither
bottlenerks nor surpluses that cannct €asily be stored. TIf the different
departments Fet out of step under g one-shift Sysitem, the management can, yperhaps
in an emergency, organize an occasional second shift in one department so as to

“nable it to catch up. There is no €asy remedy under g continuous-yprocess system:

standstill.

b,  Yet again, maintenance and repair are much more difficult with continuous
pProcesces. Under g one-shift system, breakdowns can be repaired ang routine
maintenance can take Place during intervals between shifts. with continuous
operatiosns, preventive maintenance has to be dovetailed into the cycle. Carelessness
Oor mistakes leading to breakdowns may involve g stoppage of the whole works ang

be much more costly than under & one-shift syctem.

25. Thus, for various reasons, multiple shifts are liable to involve considerable
difficulties for management. The difficulties of Orerating a two-shirt system,

say sixteen hours gz dav, are less than those of operating g three-shirt system.

It is true that the advantages are also less, but very substantial savings could
still be obtained, and g two-shift System may be 5 Practicable alternative to

a single shift in conditions in which three shifts gre not feasible gt all
has been shown that a two-shift system would permit the disadvantages of night

work for worker:s to be largely eliminated or at least greatly reduced.

R e T

18/ Described by Strassmann, oy, cit., as "perhaps the greatest bottleneck in
econcmic development".

/...
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ciw orse are scme of £ e crpertunities (cther thnn tooss asecerint oo owit e ic

19/

of rroacts and teeinl o, Wi are discussed in oanct er paper )= [y Treviding

rore s logment nothe rndustriol sector in ways bt will promo b, rol ooy ot
sn2aLr, ecrnemic grewtnh. For tiie varicus reasons examined tius far, loas

cmuleyent may te provided in thoe irdustrial sector of develepine cruntries ) an
it woull te remunerstive (both to an individual ertreprencur und te sccicty .o
whel ) tc provide, at least if certain difficultiec ccul? te overcome. rut tiere
is to turtter point t ot employment trat it weuld be socially werti-wilie bo
provic. - Iin tne sense tiat what would be produced weull Tave o valae creater Uoan
itc coot ot production te sceiety as a whele - may not be romunerwtive Lo private

sntrerroenours.

0/

ZTe T quete frem anct' er ITO publication:g~

"In z market economy, employers must closely coumpare return- and cocgts
measured in terms cf money.... However, the pricing system will promote
ceoncmically rationsl decisions if, tut cnly if, money cests cecurutely
neasure real costs, sc that wrat an employer has to puay tc employ lacur or
voriow capital reflects tieiv true scarcity or abundanc:.

"But tlere can hardly be said to te an orgenized market <r . market price
“cr capital in many develoring countrieg. Finance may Le made available {rom
ruktlic scurces or with & government guarantee for come privilegeod types oo
investment in the modern sectcr at rates of interest lower than would aave
~od te be raid in un open market, while usurious rutcs may te payable in the
traditional sector. While rates of inter:st for certein tyves of borrowing
may fail tc reflect the truc scarcivy of capital, wage rates on tue other
tand may fail tc reflect an abundance of unskill.d larcur. Wages have to
b~ looked at from two points of view - ug an Inceme and 18 2 cest. As an
ir.come, wages in developing countries are cften barely, if at all, sufficient
tc c¢nable even urgent necds to te metoeoss

"But if there is much unemployment or undercnployment, cven very low
waces may overstate the real cost of employing labour, in the sense cf the
value of the alternative production tnere would have heen if the worker had
not been employed where he is. The value of the alternative production

19/ Document ID/CONF.1/B.1T.

2_0/ Fmployment and Economic Growth, op. cit., pp. 137-138, For an interesting
discussion of imperfections in labour and capital markets, see Strassmann,
op. cit., chap. V.
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furegone, so far as the activities nf the worker nimself are ccncerned, will
be nil if Lhe worker was wholly unemployed, and may be very low if he was
greatly underemployed. 21/

"It will be understood that nothing in this argument suggests that wages
regarded as incomes are higher than they ought tc be. The argumert is that
the money cost of employing labour overstates the real cost of doing so."

28. A good deal of emphasis is laid on this point in another I10 paper dealing
with the choice of industrial technology, but it is equally relevant tc the present
paper. If the ratio of labour costs to capital costs in terms of money were lower
than it is, entrepreneurs would more often find it profitable to rescrt to more
intensive staffing, better maintenance of expensive equipment ang multiple shift
work. Governments may wish to take acccunt in their employment policy cf this
common distortion of the structure of Prices and costs in developing econcmies.
(This point is elaborated below. )

29. It may be added that the Governments of some developing countries, aware of
the hardships often involved in the attempt to bring up a family in urban conditions
on the wages prevailing, particularly for unskilled workers, have acquiesced in,

or in some cases taken the initiative ip bringing atout, rather rapid increases in
industrial and other wages, This probably tends to limit the growth cof employment
oprortunities. In a number of situations, a hard choice has to be made tetween
more employment or higher wages for those already employed.

30. If it is the policy of a Government to do all it can to ensure that as much
labour is employed in the industrial sector ag can prcoactively be employed there,
the above analysis suggests that steps taken to implerent such a policy should
include the following:

Unless wage-earning employment can be provided on the spot, workers will have
to move in order to take it up and thig will involve costs of transport.

If they move to towns, they will have to be provided with somewhere to live,
and other forms of social capital. They may also need various forms of
training wh.ch, however desirable, cannot be Prrovided without costs, All
these things will make demands on resources which will constitute real costs
to society.
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(a) Promoting awareness on the part of the managements of industrial
enterprises, public and private:

(i) of the importance cf keeping employment considerations in mind,
along with others, when taking decisions relating to the compositicn
of cutput and the techniques of production; 22/

(ii) of the fact that opportunities for the productive employment of
labour in industry depend not only on th- choice of products and
technology, but also on exploring the scope for more intensive
staffing, better maintenance of existing equipment and an increase
in shift work.

In countries where national or regional Productivity Institutes or Management
Development Centres have been set up, these provide channels of approach and
technical advice to both public and private industrial managements, and it
seems appropriate that in their work considerable emphasis should be given
to employment considerations. Otherwise, efforts to increase productivity
may make for unnecessary redundancy and dismissal of workers, and if these
workers cannot find other jobs, any increases in productivity that may be
achieved are likely to be dearly bought in terms of welfare.

(b) Governments might wish to investigate systematically, ir co-operation with
employers' and workers' organizations, the reasons why multiple shifts are

not more widely employed in industry, with a view to finding ways of overcoming
the difficulties that at present stand in the way of making wider use of them.

(c) Again in co-operation with employers' and workers' organizations,
Governments might wish to try systematically to identify the categories of
key personnel, shortages of whom constitute major obstacles to the employment
of more labour in industry. Supervisors, process-planners and maintenance
men may be among these categories, but there may be others equally or more
important.

(d) Having identified these categories of workers, Governments might w: sh:

(i) to estimate the numbers in each category who should be trained in
order to meet present and foreseeable future needs;

(ii) to organize, or to assist entrepreneurs to organize, "crash"
training programmes as an emergency measure and longer-term
training arrangements to ensure that the supply of personnel in the
key categories will keep pace with the demand for them.

2_2/ The issues raised by this point are discussed in the paper, "Progressive

Industrial Technolougy for Developing Countries" (document IL/CONF.1/B.17).
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GUVOrTRenty o Frevids tax incentives rer the reinvestment of pretfits
e U owWashobG co oo felniieracting this pias In uveur of the emplcyment
S Y O A N T S Fre lurour, v neking an inercuaze in o firm's latour

Sl as Privileget oy 4u- Selpeses s investpert in additicnal eJuirment.

v ) In buking docivione il the size and coempesition of the labtour force teo
teoombleyed in indusrial undertakings in the putlic secter, Gevernments
Tl wach te buse thelir decisions not cn the pmariet prices of capital and
Labeur, but cn 2 sy stem op "acceunting prices" or "shadow prices"” designed
“ooreflect more “ccurttely the relative scarcity of rapital and labour.
L.vernments might alsc wi-r, through appropriate iseal measures, to give
Looirivate entrepronceur s indg {cements teo tehave as theugh capital were cdearer
ant larcur chaper thian the brices actuclly prevailing.  Such inducements may
tul various forps. Governments further wish to use licensing systems as 2
twdls eof applying t certain azount of ccmpulsion in appropriate cases. Fer
-ianple, at the time (f 1prlying for a licence to establish a new plant,
vibloyers could b required Lo present a streng and convincing case for the
teehnigues they plun te 2dopt and give information on the scurces of supply
- ruckinery ete, Cince these are matters of general econcmic management,

Luring just as rucen "L cther sectors as on the industrial sector, they will

net te further discursed here. :’2/

——

230 Cew Imployent wnd Leonomic Growth, op. cit., pp. 138-141 and Employment
L.jectives irn Economic Development, op. cit., p. 72, See also A, Qayam:
teory und Fractice of Acccunting Prices (Amsterdan, 1560) and Mahbub y] Haq:
[hie_Strategy of Econcnic Planning: A Case Study of Pakistan (Oxford University
Frece, Pukistan Branch, Karachi, Lahore, Dacca, 1903), pp. L2-U4s.

Although the sut ject cannot be Fursued here, two difficulties atout the
"-mccunting prices" approach ney be mentioned briefly. One is the difficulty
of determining, ir a scientific manner, accounting prices that would reflect
real scarcity in the sense that they weuld just "clear the market" for capital
nd labour, leaving neither a shortage nor o surplus of either; a berfect
Lolution te this probtlem ig unlikely to be achieved, but even quite arbitrarily
determined shadeyw prices cculd make for mcre rational decisions than the Present
disterted narket prices. A second and perhaps greater difficulty is that
attenrts to correct the effects of the cost distortion, both in the public and
in %he private Sector, are liable to cost money, or to involve a lossg of
revenue, to the State. Tt is all very well to say that employment of more latour

covered bty the sale of additional gcods or services, how is the additional
crployment to be financed? If it is in the public sector, it will involve
increased demands op public funds, Special inducements Lo private enterprise
te employ more libour are liable to involve either tax retates or special
subsidies. Money spent to correct the effects of cost distortions may be
Very well spent frep the points of view both ctf productivity and of welfare,
but such meney will have to be found scmewhere.

/! e s e
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(£) Governments may wish tc take due account, in decisions affecting wages,
of the effects of wage increases on emplcyment opportunities. g&/

(f) Come forms of international action may be helpful in this connexion

21l. Vhile a policy to c¢mploy more labour productively in the industrial sector
would nced to be implemented primarily by direct and indirect government action in
the country concerned, some forms oi international action may be helpful in this

connexion. These may include the following:

{2) Inc-easing thc emphasis rlaced, in the work of the internationa. technical
cc-operation missions concerned with management development or productivity
improvement, on searching for opportunities for the¢ productive employment or
labour in industry.

(b) Increasing the emphasis placed, in the work of the international technical
co-operation missions concerned with vocational training, on identifying and
training categories of key personnel, shortages cf whom constitute obstacles

to the employment of more labour in industry.

(¢) International lending through such agencies as the International Bank
for Reconstruction and Development and regional development banks might
include the employment potential of various investment projects among the
criteria for lending. ILower rates of interest might be charged on loans
pranted to finance projects that promise larger increases in productive
erployment than others. 1In pre-investment feasibility studies of projects
carried out by lending agencies, careful consideration might be given to
alternative and more labour-intensive possibilities of production.

(d) A main reason for under-utilization of industrial capacity in a number
of developing countries is the shortage of importcd materials, intermediate
goods and spare parts (which together might be called "maintenance" imports)
due to lack of foreign exchange. This, for instance, appears to be the case
in India. Where such bottle-necks are important, it is worth-while to examine
whether, in providing international capital aid to the country concerned,

some shift of emphasis might be called for as betwecn the financing of
formation of fixed capital and the financing of expansion of maintenance
imports caused by the growth of industrial capacity. With regard to Asian
countries it has been observed that:

2h/ This subject is discussed in another paper, "Wages and Industrial Development”
(document ID/CCNF.1/B.16), prerared for the Symposium by the International
Labour Office.
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Foreign ald is o way out of this difficulty and has teen so used by
many countries. But the preference of the donor countries for
specific-projec* aid has, on balance, led to a greater expansion of

the demand for imported maintencnce materials than the increase in

the free aid which can be utilized for the purchase of these materials.
Thus, when n secarce resource is provided from abroad, the donors 4o not
seerm to devote much care to ensuring that the resource is fully
utilized. 25/

In such cases, 2 more balanced distribution between specific-project aid and
capltal aid that is not tied to specific projects could, by making available
to the country more foreign exchange for financing maintenance imports, go
scre way towards bringing about fuller utilization of existing capacity and
a greater lmmediate increase in employment in the industrial sector, although
the longer-term soluticn wculd derend much on the development of industries
to provide import substitutes, and on exrort promotion.

(e) An increase in employment in the industrial sector, as in any other
sector, will lead to an increase in demand for food. The difficulty of
providing a comrensurate increase in focd supply, especially in urtan areas,

is often a constraint on the rate of growth of industrial employment. While
most developing countries have taken steps to expand their programmes of
agricultural development, it will be some time before these Programnes can
yield the expected additional fcod output. During this interval, an expansion
of international focd aid, more particularly through the World Food Programre,
could be of material help to those countries in raising the level of industrial
employment without risking inflation.

(f) For countries in process of industrialization where labour is plentiful
and capital scarce, the comparative advantage of international trade in
manuf'actures normally lies with products requiring relatively more labour
and less capital. It has been observed that:

There 1s evidence that comparative cost conditions are changing to the
advantage of the newly developing countries as regards the production of
certain manufactured goods, particularly those requiring a good deal of
labour, such as textiles, clothing, ceramics, pharmaceuticals, light
electrical material and some types of durable consumer goods such as
bicycles ard sewing machines. 26/

The developrent of industries manufacturing labour-intensive products for
export markets to earn more foreign exchange would at the same time provide !
more opportunities for industrial employment that promote economic growth. i

29/ Economic Survey of Asia and the Far East, OPs cit., p. 41.
26/ Employment Objectives in Economic Development, ope cite., pe 127.
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The developed countries could do much to help realize this potential comparative

advantage by admitting manufactured exports of developing countries more freely
to their markets.

(8) As indicated above, because of the lack of adequate technological
research, the most appropriate technology for countries with an abundance

of labour and a scarcity of capital simply may not be known. In order that
the technology adopted in industrialization may correspond more closely to
their relative factor endowments, these countries will have to make special
efforts to promote technological inventions and innovations directed at saving
capital and naking more productive use of the available labour. There is,
however, a limit tc national efforts. Furthermore, many technological
developments of this nature might be expected to meet the similar needs of a
number of developing countries. As emphasized in the ILO paper on the choice
of industrial technology, gz/ there seems to be, therefore, a particular need
for concerted international action to foster such inventions and innovations,

including increased technical co-operation by international agencies in these
fields of activity.

27/ Document ID/CONF.1/B.17.
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