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INTRODUCTICON

l. The Meeting of the Expert Group on Irdustrialisation in Countries at Barly
Stage:s of Development, with Special Reference to Small-scale Industry, oonvened
by the United Nations Industria] Development Organisation (uN1DC), was held in
Vienna from 6 10 10 Dacember 1971.

2. The Seminar was attended by seven eXperts; representatives of the ,
United Nations Department of Koonomio and Social Affaire, the Boonomio Commission

for Africa (ECA), the United Nations Conference on Trade and Development (uworaDd),

the Interrational Labour Organisation (ILO), the I'ood and Agrioculture Organisation

of the Unit>d Nations (FAC), and the International Bank for Reoconstruction and
Development (IBRD); observers from the Research Inatitute for Management 8010noo,(m)
Delft, the Netherlands, and the United States Agenoy for International Development,
(U‘Sﬁ‘.’.?),llwhington; 87d staff members and a oonsultant of UNIDO. The jig* of
participanis is ‘8iven in Annex I.

3. Mr. I, H. Abdel-Rahmun, Executive Direotor of UNIDO, inaugurated the Neeting
on 6 December 1971. He extended a warm welcome to all the participants - experts,
reprosentatives of organisations of the United Nations family, inter-governmental
organications and observers. He stated that the Problem before the meeting - |
tho promotion of industry in the least developed countries - was important, urgent
and diffiocult. In the oontext of the Seocond Development Deoude it had been re-
cognized by the United Nations General dssembly, the Economio and Sooial Counoil,
the UNCTAD and the UNIDO Speoial Industrial Conference that theroc was need for
Special measures of promotion of, and assistange 10, the least developed among

the developing oountries, Cortain Member countries of the United Nations had, .
8% the last Pledging Conference of the United Nations Development Programme (nop),
earmarked a substantial part of their contributions for assistanoce to these
cownirien. This need was also aoknowledged by some international finanoial
organisations, partioularly the World Bank and its affiliate, the International
Development Assoociation, y
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4. While recognizing the scope for the development of industry in many of the
least develaped countries, Mr, Abdel-Rahman stated that the extent and rate of
industrialization might vary appreciably from one country to another. He pointed
out that having regard to the serious obetacles to industrialization in these
countries, concentrated and sustained efforts, involving the co-operation of
national governments and intcrnational and inter-governmental organizations,

are celled for. Such efforts should tend at building up an institutional machinery,
procuring financial resources for investment, evolving promotional polioies,
measures and incentives, developing skills, expanding markets and assisting in
setting up and managing industrial enterprises. These tasks were diffioult and
ohallenging.

5 Mr, Abdel=fahman stated that the Expert Group Meeting had been convened with
8 view to providing beth UNIDC and the governmente of the least developed countries
with guidance on means of achieving these objeotives., He further stated that the
agenda before the Meeting was intentionally broad and encompassed disoussion of

all relevant problems of industrialization in these oountries. However, sinoce
small-socle industrics may have a role to play in many of the least developed
eoconomies, spucial discussion was invited on the means of promoting them as well

as promoting small craft and service industries and trade activities.

6. Finally lr. Abdel-Rahman remarked that the Mecting would be a sucocess if it
helps, on the one hand, governments in assessing better their needs and possibilities
and in drawirig up constructive policies and, on the other hand, UNIDO and other
organizations in providing more effcotive tcohnioal co-operation and fimrioill
aupport,

T. The Expert Group eleoted My. R. M. A. Onisiri, Pirector,

Nigerian Institute of Social and Econoric Research, University of Ibedan, Nigeria,
a8 its Chairman. MNr. B, M. Catane, Officer-in~Charge, Small Business Loans,

First National City Dank, Manila, the Philippines, was elected Vioe=Chairman, and
Mr. Nuno F, de Figueiredo, Professor at the University of Sao Paulo, Bresil,

as Rapporteur.

8. Mr. I. Krestovsky, Chicf, Small-scale Industry Scotion, UNIDO, Seorctary of
the Expert Group, reintecd out that the 1ist of issues oontained in the annotated
provisional agenda (ID/WG.109/1/Add.1) wae indicative and not limitative.
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7. The provisional agenda was adopted with the addition of a sub-item on
finanoial assistancs to small-scale industries. The agenda is given in Annex II.
A list of oonference papers and background doouments is given in Annex III.

10. The report was approved on 10 Dombgr 1911,




I. PROBLEMS OF INDUSTRIAL DEVELOPMENT
IN THE LEAST DEVLLOPED COUNWTRIES

Characteristios of the least developed countries and
major obstacies to their industrialigation

11. The Expert Group acoepted the list of 25 countries drawn up by the
United Nations Committee for Development Planning as a startihg point for the
disoussions. Several participants pointed out, however, that while these
oountries have the conmon cheracteristios of per capita gross domestic produot
of $100 or less, share of manuf.cturing in total iross domestio produoct of

10 per cent or less and literacy rate of 20 per oent or less, there are
differences not only between them and relatively more advanced oountries, but
also among the countries in this group.

12, One characteristic which distinguishes the least developed countries from
other developing countries is that the former have hardly made a beginning
towarde industrialization while many of the latter are already engaged in the
pProoess of industrial develnpment. The obstacles to industrial development

in the least~developed countries are not well identified, and the Group felt
that it would be useful to study the obstacles oonfronting individual ocountries
and to recommend appropriate measures of development by undertaking inter-
disoiplinary surveys. Some participants pointed out that physical resouroes
are not neoessarily fixed and static, but are susceptible to ohanges in time
= with prospection of new rescurces or with technological development opening
up the use of idle resources. Several partioipants noted from recent examples
that the significance of geographical location of & oountry (inoluding land-
loocked countries) may alter, as related developmente ocour in neighbouring
oountries or among trading partners. Resource endowments have, therefore, to
bo oconsidercd along with other factors, such as attitude towards change,
institutional and political framework, acoess to markets and so on.

13. The Expert Group stressed, from the beginning of its disocussions, that
many of its considerations would relate to under-developed countries in goneral,
and not merely to the lcast developed ones, unless otherwise specified. This




applies in partioular, to the subjeot-matters of small industry promotion,
education and training, and certein other topios taken up during the disoussions.

14. The kxpert Group was aware that its deliberations and report are only a
preliminary step in the consideration of problems of a group of developing
countries to whioh speoial attention is now being given by the international
community. ﬁamr recommendations in the present report are neoel‘l‘arily of a
general oharécter and apply not only to the twenty-five countries identified
as the least developed ones but alsc to a large number of other countries which
are only slightly more developed -~ or less under-developed - than those listed,
More definite considerations and reoommendations will have to wait until botter
knowledge of the least developed oountries is (ained and is assimilated by
international and 'other. organigations,

The role of industrialigation in the coonomic deve;oﬁgnt

of oountrics at early stages of development

15. The LExpert Group agreed that, in oonsidering the role of industrialisation
in the eoonomio development of the least developed countries, acobunt should be
taken of tho sooial organization and not merely of the governmental system;

of the effcots, if any, of population growth and of the need ta provide
opportunities for employment; of existing agriocultural, mineral, forestry and
other resources as well as of artisan and oraft activitics as a starting point
for :l.ndustriulintio'n; of the sige of the national market and, where relevant,
of the regional market; of the need to build inffrastruoture, in particular,

& transportationsystem; of the probleme of the commerce and service scotor,
and of other faotors. i -

9 16. In some ocountries at oarly stages of developmoent the governmental system is

superimposed on the traditional msocial organisation oouj)riling the family, the

ethnic group or the village as the sooial and economic unit. The role of industriale
ization and the prospeots of industrial growth depend to a large extent on the

social oonstreints, in particular the attitude to change. Foreign experts

should not presume that drastic ohanges could be introduced repidly and propose

, L A
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rational economic models which might result in social disruption. - One participant
stressed, in this connexion, thc need to rogulate the growth of foreign enter-
prises - ompecially large multi-national companics —~ whose power and influenoce
may be unduly large in relation to the governmental and sooial system, and which
may tend to disrupt too rapidly the balanoe of power in the social system. The
strategy of industricl development should take account of the prevailing economio
organigation and sooial attitudes. as industry grows, the¢ need for inltifutionsl
and other changes will become more epperont, and the changes in attitudos will

be facilitated.

Strategies and policies for industrial development

17. The Group oonsidered the emphasis to be blaoed on employment oreation as
oonstrasted with inoome growth in the least developed oountrics. Although the
pressure of population growth, unemployment, under-omployment and population
drift to urban areas has not yot created in all these oountries such serious
problems as in some other countrics, it is nevertholoss neocessary to be fore—
sighted if these oonscquenoes of large-scalo, urban-eriented industrialisation
arc to be avoided, Some partioipants pointed out that development strategies
should take aooount not only of ways of inoreasing output and inocomo dut also
of employment effects and repercussions on the natural and sooial environment.
This may oall for, among other things, omployment-oriented projeots for
improvemont and intensification of agrioulture, irrigation and public worke
through labour-intensive methods, the sclective ewtablishment of small-scale
industries related to agrioulturc and othor resouroccs, and consoious efforts
Yo make use of industrial tuchniques which "strotoh" capital so as to employ
more labour,

18. The Expert Group felt that, when a lcast developed ocountry was in a

. position to join an economio grouping, the regional planning of industry that.
would take place should be so deviscd as to give proper consideration to a faiyr
partioipation of such countries in the bencfits derived from the adlargement of
the markets; speoial clauses and proocdures should be adopted to that end. The
Expert Croup took note that important efforts are being devoted by certain
United Nations organizations to find the proper means towards this objeotive,




19. The Group feclt that, in goneral, offorts towarda industrialisation im the
least developed countriec should involve: (i) developing and improving
opportunities for industries related to agriculture, forcstry, mining and other
natural rosources, in order to provide immediate opportunities for enployment
and income creation and even fur scasonal cmployment; (ii) improving cxisting
artisan and creft activities and, where feasidblc, transforming some of them or
linking some of them to modern manufacturing undortakings; (iii) developing
industries related to tourism, especially souvenir and artistio handicraft
workshops, food processing industricos and certoin typos of services. The plamming
of industrialisation should be flosaely related to that of agrioulture and of
sorvice aotivitiea. As devclopment proceeds, ocstabdlishmcnt of modern small and
modium 1ndu‘ntriel should gct an inoreasingly higher priority in order to achieve
a break-through in the economy. However, in some oountrics, om aocount of
physical and other constraints, there would bea 1imit to modern imdwtrialisatien,

20, The Group considerced tho sisc of the national market as a major oriteriom

in selecting stratogies of industrialisation of the least developed cowmtrice.

In some countries, the sise of the national market is large enough to justify a
programme of induatrialisation, using import substitution to a comsideradle extemt
as one of the tools. The existence of natural resources in somo ocountries
Justifies the development of rosource-~bascd industrics catering to doth matiomsl
and export markets. In some of the loast developed oountries having adequate
national markets, industrialisation should be planned from the outset. Ia countries
with limited national n.rkntl, the development of the infrastruoture and a
vigorous prcgramme of agrioultural developmunt might be impovtant steps tewards
industrialisation. 1In most of tho least developed countrios the implementation
of such a policy would evidently dopend to ¢ large sxtent on the aveilability of
foreign financial resouroces.

21. The Group considered the role of foreign investmsnt and foreign management
in the economic and industrial development of tho least developed countries. Sem
intornational firms have been cstablished in these countries to make wse of
natural resources and, in some ocases, to undortake proovssing and manufaocturing.




Beoause of the high labour costs in advanoed oouniries, international firws appear
to de inoreasingly willing to establish manufacturing in developing countries whioh
have exploitable resources and lower-cost labour. The Group folt that while
foreign invostment and management could be of advantage to least developod
countries in promoting income creation and foreign oxchange earnings, many of

these countries need advice on nogotiations and agreements with foreign firms,

so that their activities conform to the interests of eoonomic development of

the countriea concerned. It was emphesiszed that agreemonts with foreign firms
should provide for training of nationals in managemont and eventual partiocipation
of nationals in the oapital and management of foreign enterprises.

22, In this conncxion the Industry Co-operation Programmc sponsored by FAO,

the Investment Promotion Programme of UNIDO and the proposed Partnerahipe
Programmc of UNIDC were noted and weloomed. Aotivitios by UNIDO and other
international agencics rclated to the preparation of pre~investment studies,
foasibility studics, appropriate technology and projects for financing by foreign
firms and assistanoe to the least dovelopud countries in nogotiating reasonmable
terms with forcign firms were considered essential. It was recomssended that
international agencics should play an inoreasing role in thcse arces.

2). The Expert Qroup cxpresscd thc view that, in the lcast developed countries,
there was not only less scope for a polioy of industrial develepment based on
import substitution than in relatively morc advanced ocountrics, but there might
also be severc limitations mince such a polioy oould lead to increases in oostas
which, cven if they werc temporary,could not be afforded ‘by sevoral of these
countrics. Thc markets of many of thom are too small to Justify the produotion
of large numbers of iteme; at thc beginning, ewey item would be morc expensive
to the individual consumer. Thc eost advantages would in some cases be more
apparent than real sinoe they would be meinly due to the degrec of tariff
protcction and the apperent saving in foroign curronoy. In many developing
oountries, import substitution policice have led to disappointasonts because

the effcot on the balance of payment has been much less than had becn expeoted
and there are even oases where thoy have involved a greater outlay on the
importation of both raw matcrials and equipment than has bcen actually saved
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by local production, Nevertheless, there was a consensus that a measure of
import substitution could be part of the development strategy of ocountries at
early stages of indwstrialisation. It should, howover, preferably be carried out
selectively on the basis of actual or potential comparative advantages of looal
manufaoturing such as might be provided by the availability of certain raw
utoriul-, of an adsptablo labour supply or by location on oonvenient transport
routes. These oonpuutivo advantages should be studied carefully.

24. The Expert Grouwp considered that one tool for promoting local industrial
development should be to stimulate the marufacturing of items that oould be
purchased by publio institutions such as government ministries, polioe, schools,
hospitals, armed forces, publio transportation etc. The demand from the publio
institutional sector is well known, stable and may be determined by government
decision rather than by the oconsumer preference of thousands of individuals.

The Government may deoide that some preference in such purchases be given to
products made by local manufacturers, both large and small, rather than to
imports. Even when contracts are given out to foreign suppliers, ways should be
sought, wherever possible, to ensure that some part of the order is suboontracted
to & local manufacturer able to carry it out.

25. 1In view of the limitations of the local market in the countries under
consideration, every effort should be made to develop export—oriented industries.
The Expert Group recognized the difficulties of bringing looal industries to

the stage where they would be able to compete freely in the export market. Some
members pointed out that foreign investors might be better able to develop
manufactures for export since they would be more likely to have the neooinry
market information, brand names and contacts. The Group was of the opinion that
promotion campaigns should be undertaken to attrect investors from abroad for
setting up industries for export. |

26. The Expert Oroup felt that the planning of industries, whether in substitution
of imports or otherwise should, wherever possible, be done in individual countries
on the basis of agreements with other countries linked in regiomal, subregional or
other multinational groupings. The products of each country would then have

access to a wider market. As regards the development of export-oriented industries,




it oculd be facilitatcd if governments (£ developed ocuniries mcdified their
fcreign trade pclicies with a view t making them less rostrictive and giving
speoial preference t( the manufacturcd prcduots ¢f the lesst develcped occuntries,
in particular by adapting their tariff structures.As far as pcesible, and in
the ocntext «f a prcperly designed strategy, the Orcup ccngidered that impcrt
substituticn shculd nct be scon as an alternative tc expcrt-crionted industriale
izaticn, The tm\ shculd be regarded as ccmplementary appreaches < industrial
devel(pment,

2T. Thoe Expert Uriup discussed thc influence (f scocial and pclitiocal factcrs

cn the develcpment «f an industrial strategy in the least develcped ocuntries,.
This is rclevant, am ng «ther %hings, t¢ the quosticn whether industrial
devclcpment in these ccuntrics shcuid be mainly ocncentrated in the principal
urben arcas where the infrastructurc is generally mcre dovelcped and better
cppertunitios exist «r whether it shculd alsc be stimulated in the prvinoces and
rurel areas. Scme participants thiught that this prcblem was part (f the brcader
issue whether decisicns (n industrializaticn were t¢ be taken cxolusively on

the baris of merkét ccnsideraticns ¢r whether political and sceial requirements
shculd alsc be takon intc acecunt, They pcinted cut that while each ocuntry
wculd have tc be ocnsidercd seperately in this ocnnexicn, it has tc be acknow=
ledged that there cxist sometimes vverriding pclitical and sccial factors making
it necessary fcr gcvernments t direot eocncmic development towards provinocial
and rural areas. Other members (£ the Grc up, while recognising that such faotcrs
oculd nct be left cut «f ecnsideratic n, were cf the view that as far as expert
advice (n industrigl strategy was o noerned, it should be given t¢ gcvernments
primarily «n the basis «f market ccnsideraticns. It was suggested by still cthers
that the advice «f p(litical and scoial experts as well as (f cocrnumists in the
fcrmulaticn f pclioies «f industrializaticn shculd be scughts

28. There was agreement that the benofite « f industrialisaticn shculd be spread
as wide ae pessible within each least develcped oc untry. The pricrity fc»
develeping industry away frcm the motr(pclitan oentres oculd nt, hcwever, be
always very high. In nearly all oc untries, therc are scme prcvincial tcwns whioh
oan at scme Btage beocme gr(.'wth oentres, Sime mombers cf the Grcup ocnsidered
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thet since it is diffioult in the least developed countries to dévolop any
industries at all, the question of where to locate them is a matter of seoondary
importance. However, advisers should, wherever feasible, attempt to foresee

and make explicit the politiocal and sccial consequences of the policies they
edvooate, including those resulting from their advice on the looation of industry.

2). It was recognised that special incentives should be given to promote those
types of industries which are of highest priority to the oountry. One partiocipant
suggested that, sinoe capital is scarce and employment is a ma jor objeotive of
industrialisation, one of the incantives might l'e in the fomm of a subsidy or a
tax oonoession based on the amount of employment oreated by the industry. On

the subjeot of fiscal inoentives, some partioipants warmed that the granting of
excessive tax oconoessions to attract foreign investors might cause unhealthy
competition hetween some of the least developed oountries and thought that this
should be avoided. There was a oonsensus that the éfectiveness of tax exemption
had been exaggerated and that most foreign investors werc attracted to the least
developed countries for reasons other than offers of tax henefits. Tax incentives
would have hardly any effect on mll-soale industries, which make small profits
and are often able to evade taxation. Technical assistance, loans, industrial
estates and 80 on are more important for small industry promotion. Tax inoentives
have, however, a role to play in promoting larger industrial enterprises. They
should, if poseible, he given across the board to seotors of industry irrespective
of omership, on the hasis of their contribution to the national soonomy. The
edministration of those inocentives should be simple enough to enable Loth

foreign and loocal industrialists to obtain these benefits without unduo bwreauoracy.

30. Several partioipants wamed ageinst the dangers of prioce distortions in

the economy, often due to an overvalued ourrenoy. This tends toc favour imported
gcods and to reduce the competitivenoss of domestic industries in export markets.
It might also have the effeot of artifiocialy lowering the ocost of ocapital equip~
mont and of enoouraging oarital-intensive rather than labour-intensive industries.
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II. PROMOTION OF SMALL-S8CALE FNTERPRISES
II' THC LEAST DEVVLOPTD COUNTRILS

A, SMALL-SCAIE INDUSTRY

Institutional framework

31, The Group recognized that the government has to Play a key role in formulating
a policy for small industry devdopment, drawing up a promotion and assistancs
programme and setting up a machi ery for ite implementation. The policy should
dignify the status of small-sczle industry; the measures for development should be
integrated in the promotion programme; the administrative responsibilities for
implementing the programme should be clearly defined.

32. The Group appreciated the deficiencies of a public administrative and polioy-
making machinery in the least developed countries and stressed the need of providing
technical assistance to build up and sustain the necessary institutions. In spite
of the difficulties of finding suitable counterparts, some local staff should be
recruited, even if its qualifications are not adequate by more advanced standards.
In addition, a senior official in the Ministry of Indusiry (or in the Ministry
responsible for economic development), should be designated to provide guidanoe,
obtain povernment approvals and co-ordinate and follow=up the implementation of
policies and programmes through semi-governmental or autonomous agencies set up

for the purpose. The G.oup noted with appreoiation that UNIDO is providing expert
asgistance to the governments of a number of these countries in policies, programmes
and institutions for the development of small-scale industry and suggested that

such assistance be extended to sll the least developed countries as a matter of
urgenocy.

33. There was agreement that, in the smaller countries, it would be suffiocient

to have one institution in charge of industrial development in general; such an
institution might have a special department for small-scale industries whioch would
provide technical and management assistance and other extension servioes, financing,




and information on prospective indusiries as well as on govermment regulations and
requirements. The form and site of the institution would depend on the governmental
system, the availability and effeoctiveness of staff and so on. In some countries,
it might be a unit of the Ministry of Industry; elsewhere, it could be an
autonomous public or semi-pudblic organization, such az an industrial development

corporation or bank, m. industrial promotion and extension oentre, etc. The

importanoe of auto omy was stressed in this oonnexion. Vhile the same institution
oould undertake promotion of, and assistance to, industries of all sises, its
functions in respect of the promotion of foreign investment and thase for the
encouragement of looal enterprises should be distinot and administered by separate
branohes. Lspeoially when an autonomous organization is set up, oco—-ordination, for
example through the senior offioial mentioned above, should be maintained.
Whatever its type, the organization should be oreated on the basis of a review of
the over-all needs of the country for promotional and finanoing institutions
catering to all sectors of the economy.

34. The promotional institution should be oconcerned with identifying and
stimulating entrepreneurs, providing them with guidance and information on industrial
opportunities, organising extension services and training, and providing finanoing
or assisting in obtaining it.

35. 1In respeot of this last point, there was a oonsensus that, taking into acoount
the soaroity of administrative and management resources in the least developed
oountries and the need to associate closely technioal and financial assistance,

one institution - whether a development bank or an industrial promotion oentre =
could well oombine promotion and finanoing. Proper badance, specialisation of
funotions and economy of resources and skilled talents might be achieved by

having, within the institution, scparatc departments for promotion and financing.
After a break-through in industridisation has taken place, it might be desirable
and feasible to establish meparate institutions.
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Promotion of entrepreneurship

36. The Group recognized that the causes limiting the growth of indigenocus entre-
preneurship are more or less the same in ell the least developed ocountries, namely,
absence of industrial tradition, lac' of knowledge of teochniques and management,
shortage of financial resources and limitations of market. In several such countries
the motivation for industrial entrepreneurship is lacking beccuse of the low social
prestige attached tol industrial careers as compared to others. ' While this problem
can be solved only over a period of time with the spread of eduoation, oampaigns
through communication media, closer contacts with people from industrial oountries
and other influences, govermments should from the outset endeavour to oreate the
machinery and to programmc the measures required for the stimulation of indigenous
entrepreneurship. Some participants noted that, in several developing countries,
govemment policies and burcaucratic attitudes have been inimiocal to the development
of looal small-scale industry.

37. The Group considered the experience of different developing ocountries in the
promotion of small-scale industry with a view to identifying the most likely souroces
of industrial entrepreneurship in the least developed countries. A common feature of
such countries is the exir itence of artisans and oraftsmen engaged in traditional
industries. While the Group rocognized the need and scope for :unproving the
efficiency of the artisans, it felt that some of these were not capable of being
transformed inio moderm industrial entreprcicurs. Extension and promotion agenoies
should oarcfully identify the crafts which have the potential for transformation
into modem industries and devise suitakle measures of assistance to facilitate
such ohanges. In view of the goncral backwardness in education and the lack of
opportunitios for tcchnical and other training in the least developed oountries,

it is diffioult to identify any particular class of penple as having potontial for
industrial entreprencurship. In fact, no group ol people can o said toc have any

irremedialle disabilities Tor industrial entrepreneurship. The special advantage
of small industries is that they can be started hy people with little or limited
background ~ad exgericnce in production and menageinent, but who have some money,
leadership and righk-ta’’ing abilities. The promotion egencies should, on their owm
initiative, try to see:x out potentinl entreprenourc from all groups and claseses of

the populaiion. The experience of some devaloping oountrios shows that tredors,
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workers and foremen from existing enterprises and technically educated people have
on the whole good potential to develop into sucoessful entrepreneurs, given the
neoessary support and assistanoe.

38. The extont of support and assistance which governments should offer for the
stimulation of entreprencurship would dopond on the oonditions and oircumstanoces in
each oountry. The Group expressed the view that faoilities for feasibvility surveys
and studies, finenoial assistanoce, industrial extension servioss, training and
other types of assistence, if provided in an integrated or "package" fomrm, oan go &
long way in stimulating looal entreprencurship.

3). The Group considered the question whether the government should go to the extent
of setting up itself small industries whioch oould he eventually transforred to
private owership. It was of the view that government offioials of the least de-
veloped oountries may have neither the experience nor the qualifications to start
and operato small industrial ventures. With the obvious limitations of burcauoratio
procedures, small industrial enterprises started and managed by govamment offioials
may not tum out to be models of effioienoy. Further, the scope for actual entre-
preneurial treining in such enterprises is rather limited. There is therefore no
adventage in having suoh projeots started hy the government.

40. On the other hand, joint venturcs between publio agenoies and private parties
may in certain oiroumstanoes prove to he helpful in developing indigenous or looal
ontropreneurship. However; oare should be taken that rigid bureauoratio oontrols
should not be imposod upon them. Tho publio agencies oo-operating in j'oint ventures
should have adequate freedom and autonomy to ensurc a smooth and flexible operstion
of the onterprise. Somc partioipants expressed the view that publio finanoial in-
stitutions rather than govermment dopertmente would bo better suited for partioipa-
tion in joint ventures. It was also felt that thorc was a case for joint ventures,
provided the govermment partioipation was limitod to a minority peroentage in equity
investment and provided the produotion unit was operated and managed by the small
ontroprencurs themselves. One partioipant, however, felt that many dangers were
implioit in joint ventures involving governmont and private investment and that the
promotional value of this devioce wae often doubtful.

41. The Group examined a UNIDO proposal for assooiating foroign industrialist: and
institutions in various typee of partnerships with indigsnous industrial enter-
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Priscs in African countries, where the problem of shortage of indigenous ontre-
prenourship is particularly acuto ("Partnerships" - ID/WG.10;)/BP.2). Such co-
Oporative arrangemente might inoclude sale of machinery at liboral oonditions, with
Or without the provision of services of toohnioians, scoondment of manageriel per-
sonncl, troining of the Africen personncl, suboontraoting for the production of
parts and oomponents, assistance in mar-oting of products of the African entorprise,
licensing ana franchising agreemcnts ang Joint voniurcs with equity partioipation
and co-maenagoment on the pert of the foruign industry,

42. The Group was of the view that such partnorships might be oonoluded with the
larger of the small-scale industrics and medium-gigod enterprises. In some ocasas,
gTOUpE Oor cc-oporatives of small enterpriscs could avail themselves of some of these
facilitios. The Group fclt that the "partnership” programme was worth trying and,
on thc whole, cndorscd UNIDO's proposal.

43. The Group stressed that in any arrangcement for the supply of machines and know-
how, the least devclioped oountrics should be given all possible information on
suitable equipmont. Cno participant suggested that some pressure might be applied
on supplicrs so that they would develop technologics more appropriate for the econo~

mies of thc least developed countrics.

44. Poroign industrial and trading onterprises ostablishod in these countries should
bo required to Provide treining and advanccmont for their loocal employces so as to

oroate and sxpand the 'moy! *dgo and cxperionco necdod for suoocssful ontreprencur-
ship.

Mcasures for the doveloprpgpt of small-goale indultgz

45. In the devcloping countries; progreammos of development of smell-soale industry
usually consist of threc main componaontsg (i) provieion of oxtension mservioes (pro-
motion of new cntreprcneurship, feasibility and pre~-investment studies, and assistance
and treining to existing enterpriscs in teehnique, managoment and marketing);

(ii) financial agsistance at liberal ocnditions, especially supervised oredit

schomes linking tcohnical assistance to finanoia) assistanoe, and orodit guarantees;

and (iii) industria] estates offoering standard faotory buildings and, in many oascs,
oommon servioc facilitics. ‘
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6. The Group considerod that all these basio moasurcs will also be neoded in the
cast developed countries, but thet their fom may have to differ from that pro-
ailing in oountriee at highor lovele of dovelopment.

casibility and pro-investmont studics

7. One of the first stops in any programme of industrialization is to dotermino

he kinds of industries that should bc promoted. The Export Group agreed that this
io & problom on which tho least doveloped countries gencrally neod and woloome export
guidenoce. Industrial-eoconomio studies which sort out from all the possibilities a
1ist of the most promising "candidate" industrics will provide & good beginning.
Those industries should he suited to the natural and huhan resourcos of the country,
existing and potontial markct domands (intomal and external), and factors affcoting

costs and prices as oompared with those of other countries that may bo oompeting in
thc same markcts.

43. There is oonsiderablo similarity in the kinds of industrios that generally
appcar first in oountries at carly stages of developmont, but the speoial oiroum-
stencoe of cach country at each point in time meke it dangerous to rely on any
generel rulo or to imitate what has beon suocossful in some othor oountry. Idoally,
thore should be continual analysis of, and scarch for, industrial dovolopment
opportunities. To have such an analysis dono by outside exports, oxcopt where
possibilities for large-sonle investmont arc involved, is likely to be too ocostly
for the least developed oountrics or, over tho long term, oven for intemational
agenoios assisting them. The Export Group recommendod, thercfore, that assistanoce
be provided to tho loast dovolopod countrios in training a few of their owm people
in the tecohniques of search for promising industrial dovelopment opportunities,
ospcoially for those opportunitiecs which are likely to be aocoessible to emall in-
dustrial entreprencurs.

Assigtance in techniguo, managomont and martoting

43. As alreedy noted, the Group folt that tho most important institution for the
devclopmont of small-soale industry in the least developed oountiries is the
industrial extonsion oontre,




50. It is likely that, in these countries, assistance will require closer and
longer oo-operation between extensiocn officers and entrepreneurs and their
employees than in relatively more advanced countries. Ambng the methods
particularly effeotive to provide suoh assistance are: itinerant teams for factory
visitsj training at the extension centre and in the faoiory; seconding of
extension officers to assist managers; seminars; common servioe facilities}
achievement motivation techniquesj and marketing assistance including markeiing
clinios,

Pinanoial assistance to small-scale industry

51. The Group felt that, in the least developed couniries as well as in most
other developing countries, the main obstaoles to the financing of small-scale
industry are: the lack of suitable financial institutions; the general shortage
of financial resouroes for creditj and the difficulty of channelling to the

smaller enterprises whatever funds are available,

52, One way of solving the first procblem is to request techniocal assistance
from international financial organizations or from UNIDO for the establ ishment
of special departments of existing banking institutions or of special agencies
for oredit to small-soale industry. International, regional or sub-regicnal
finanoial organizations might help in alleviating thc seoond obstacle hy making
available to the national credit institutions in the least developed countries
funds earmarked for loans tc small-scale industry. Some bileteral techniocal
co-operation programmes might also be willing to engage in such operations.
Programmes of this type have been successfully oonducted in relatively more

advanoed devecloping oountries (for instance by the Inter-American Development
Bank in Latin American oountries) and the Group suggested that UNIDO might
draw the attention of international and regional financial organisations on

opportunitics of undertaking suoh operations in some of the lemst developed
ocountries.

53. A48 regardes thc third obstacle = the diffioculty of finanoing small industrial
enterpriscs - it is due to severnl faotors, among which the lnck of demand dus to
lack of c¢ntreprencurship, the laock of well-prepared "bankable"projects, and the




well-known reluctance of financial institutions to lend to the smaller enterprises.
An important remeds is to mssociate olosely financial assistance and techniocal
help. Banks would be more willing to lend to small enterprises if the viabdility
and bankability of the projeot were certificd by an extension agoncy and if
follow-up assistanoe to smzall entrepreneurs were assured. Such a system of
superviscd credit, where the oxtension agency and the lending institution oo-
operate dosely in identifying the requiremcnts of small enterprises and in
carrying out pre-loan and post-loan operations, is esscntial if the flow of
financing to small enterprises is to be increasod.

54. Anothcr remedy is to evolve systems of credit guarantce or insuranoce, vhich
would atimulate finanocing by commercial banks. Another means is to relaz reserve
requiremcnts by central banks, where they exist, for loans by oommercial dbenks to
small enterprises.

5, The Oroup was strongly of the view that collateral and scourity requirements
should be relaxed for small eniorprises. Bcing by definition people of smell means,
small ontrepreneurs arc usually unable to mect the normal bank lending oriteria

of collateral, mortgages, etc.

5. The 'Group felt that a simplified hire-purchase system for thc supply of
maohinery and equipment could be introduced in some of the least developed oountries.
Under this system, the machiniry supplied to the small entreprencur on instalment
credit usually obviatcs the need for other scourity. The system, however, should

not be used for the proourement of advanced, capital-intensive machinery. Similerly,
very low rates of interest should not lead t0 the use of credit for thc procurement
of such machinery. What is required is to make avoilable funds at the right time,
for the right project, and not to subsidisc the use of cepital,

57. The system of temporary equity participation in small-scale enterprises,
operated by & semi-autonomous development institution or bank, may bc advantageous
to the least developed countries. 'The system adds to the capital resources of the
omall enterprise and improves its ohances of obteining medium~term or long-term
oredit from finanoiel institutions. The entrepreneur commits himself to refunding
the other part of thc equity within a prescribed period of time. |

58, Some participants thought that the institution of joint funds, in which the
goverrment and commercial bonks would pool remsourccs, might be more officient than ]
sredit granted by government finanoial institutions elone; under this aystem, ;
credit operations would be administered on commercial lines but the loans would

be made in accordance with government policies and priorities.
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Industrial cstatos

59 The Group took notc of the fact thet manv industrinl estatu projects formulated
by UNIDO oxperts in the dovcloping countrios, including some of tho least doveloped
oountries, arc stollod for leck of finmacial rusourcos. The industrial ostate onn
indeod bo an oxpensive dovice, sinco it involvos land, infrestructurc, standard
factory 'uildings and other facilitios and emonitics.

60. The Group fclt howover thet, in vicw of t.u extromo difficulties of coreating
the first industrial entorprises, many »f the least doveioped countries would havo
no choiec but to rasort to tho industrial cstate. What is nocdcd in many ocsos is
& first pilot ostetc which would ho expectud to have a domonstretion offoot and to
induce ontroproneurs to go into businoss.

61. Ticro is ovidence that whorc financisl rosources for construction havo been
obtained, industrial cstatos have led to the cmergence of looal industrialists

in a fow less-dovcloped Africon ocountrics. This provides an onoouragomoent for
building, on a modest sonle to begin with, esteice in tho loast dovolopod countrios.

62. The Group nntcd that cortnin multilatoral programmcs such as tho Europesn
Dovolopmont Pund and cortein intornationel programmcs such as thot of tho Intor-
national Ban!- for Reconstruciion and Development lave oxprosscd intorest in tho
financing of industrial cstatos. It urgod thosc and other financial organisations
to give incruasing support to industrial esiatc projectc in tho least dovelopod
oountrics. For this purposc, UNIDO oxperts should mokc thorough feasibility studies
of such projects, on tho haeis of whioh fincnoial decisions oould bo takon.

63. Therc was agroemcnt that industrial estatos would be offective only if suoch
projects were pert of e hroader devolopment programme for small-soalo industries,
including industricl oxtonsion sorvicos and finanocing at liberal oonditions. In
the atsonce of such mecasurcs, industrial csteter might rcmain ompty or be only
glowly ocoupiod.

64. The cstatc with standard fiotorios should, whonevor possiblo, be looatod in va
induotrial zono which might algo imnlude an industrial aren offering improved plots
to industrios »f different typos and sizos. Somo small-soale industries might
eventually e able to put up their own buildings on such plots. The grouping
togother of smell and large industrios would cnable intor~trading and
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inter-sorvicing among them, would provide ecomomios of soale in oomstruotion of
tuildings and of utilities, and would Le benefioial from am urban planning stemd-
point. Tho Group suggestod that UNIDO might study tho problems of industrial estates
involving low initial investments. |

g i




B. TRADITIONAL ARTISAN AND HANDICRAFT ACTIVITIES

65. The Qroup recoognized that in necarly all the least developed onuntries the

predominant manufacturing aclivities arc carried out by artisans and other traditional
entropreneurs. In thesc countrics the gencral tendency is to introduce esseirianoc
programmes for the improvoment and promotion of all cotegories of traditional crefts
irrespective of their potenticl for growih or their contrilution to economic develop-
ment.

66. In most of thesc countrics artison crafts are, epart from agriculture, a major
source oi’ employment nnd will be e for e long time to come. Without underrating the |
importence of the contributim of articen underta’:ings to emplovment, the Group re-—
commended that the lcast developed cruntries should adopt o ~clcctive approach in
introducing development programmce for such crafie. TFor a variety of reasons, some ‘
of the traditional crafts have lost their raison d'8tre in o modemizing cconomy and

it would he & weetc of the secarce resources of the lenst developed countrics to
attempt to preserve and develop them. The strategy in such caces should be to help
the people dependent on olusolete crafts to mave on to altemative occupations as
quickly os possible. At the same time, importence should he given to the devolop-~
ment of those traditional crafts which have a positive role to play in a moderniging
economy. Development programmes for such crafts should include modernigzation of

the techniques nf productinon ~nd mar'cting, introduction of quelity control and
standerdization and arrangements for supply of raw materials of good quality at
reasnnable prices.

67. The Group cxpressed the view that the co~operative appronach would be ideally
suited for this cector of indusiries. It rccommonded that those traditional orafts
which have a prtential for transformation inio modern smell-soale industries should
he speocially assisted to develop on co-operntive lincs through appropriate assistanoce
measures.

68. The Group was of the view that no genoral recommendetion can be madc on the
type and pattom of promotional institutions for artissen oraits in tho least
devoloped countries. In mosi countries the institution for the devclopment of
small-socale industry might be able to look after Toth modem and traditional in-

dustiries oven though oxtension officers with specinlized 'mowlecdge end rosponsibi-

lities for industrics ~nd crafts of differont tvpes might nced to be trainod and
rocruited.
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69. Tho Group pointed out that assistanoe through "mini-industrial ostates”

or clustorings of wor'isheds for artisan crafts should ho provided only in areas
whosethere are large oonocentrotions of such undertakings. The oonventional in-
dustrial ostete is bottor suitod to tho modem small-scalo industrias.

70. Ono participant noted that UNOTAD was giving omsidoration to projects for the
cstablishment of joint orgenisations for oxport markoting of artisan produets from
the least dovoi.opod oountries, and felt that further work nlang these linos shomld
be onrried out.
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C. TRADE AND SERVICE INDUSTRIES

T1. The Expert Group oxprossed tho vioy that loocal participation in tho troding
and commercial zetivities nf tho leact developed countrics should he considernbly
expairded. In many »f thesc countrics commeree is in the hands of on "emtria.fe"
or "non-indigonous" group of the population. Somc participanis n~ted that this
hampers tho development of e closc rolat: mship between trading and loonl manu-
facturing, since many of those in trade prefer t9 marct imported items. The Group
pointed out that the treding community roprescnts one of the most important souroces
of ontroproncurship and locel capitel.  Therefore; spocinl efforts io inoroasc the
participation ~f the loecal population in trnde would neccesarily lead to the de-
velopment ~f scrvice and muufecturing industries. Exnmples were givon whecre, in
verious parts of the worle, tredc and menufacturing went togethers morchants,

aftor » timeo, have startcd scrvicing, processing, scmi-menufacturing on itom and
finally menufercturing it ¢ntircly. This is a type of development that should be
encouraged in the least develoned countrics.

72.  Scveral participants printed to some Af Lthe Aiffioultics cnecountored in
stecring indigen ue ontrepreacurs towards trading activitics. Expatricte firme
ongaged in trading arc usuel'y reluctant to train locel nationals. There ie often
A shortage of promiscs ~nd sther suitable feeilitice for locnl traderse to hogin
notivitics. Therc was a consensus that expririate and non-local firmse should he
induced i~ trein locnl traders. Alco, greater finencisl asristance should he given
to those going into trnding operat. me and physical fasilities should bHo made
availahlo ~ perhaps in the formm of mini-trading cotatcs - for scrvieco industrios.
Shops, cxhihition halls and other mereting facilitics whore traders oan oarry om
their activities might he o part of such mini-cstates.

73 Some members of the Group believed thot i+ wes worth encouraging the
orgenigntion of co-operntive forme of trading ~mong the loenl population, eince this
could provide advantnges sunh ag cxpanded financir) rosources and the poseibility

of purchasing in hulk. Thcre might also - savings in warchousing costs.

74. Onc participant obscrved thnt, in somo develnping cruntries, govommant
logislation had Loen used t- rescrve certain trade notivities in designated arcas
to the indigenous populatiun ond thoughi that this was worili encoureging.
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75. As regards sorvice industrics, somc momburs of tho Group oonsidered that

far more could be done in promoting such activitics which were oftaon a mid-way
stago betwoon tredc and manufacturing. Exomples wuro given of the sort of servioo
induetrios that oould be promotod in the loast devoloped countries: transportation,
cold storage, worchousing, repair and meintonanco, milling and pac“aging of

cortain food itoms and possily the provision of tourist facilitics such as hotols.
The Group felt that semi-industrial activities of these tvpes should hc encoureged
in the least doveloped oountrios and givon thc same financial, tcohnioal and
menagerisl assistance as would be provided for cmell-scale menufacturing.




-2l -

III. EDUCATION AND TRAINING

76 The Lxpert Group oonsidered in somc detail the need, in relation to industrial-
ﬁa.tion of countries at early stages of development, for building up the knowledge
and skills of the people. There are two sets of problems to be ¢aockled: (1) the
long-term, fundamental problems of extending and improving general education and
(i1) the problems of training for specific oocupations and skills.

T17. On the firet, the Group noted that nearly all the ocountries under consideretion
have a ratc of literacy less than 20 per cent. By definition, such countries have
populations that are laoking in nearly all the types of knowledge and skills re-
quired in modern industry, including such basios as rcading, writing, caloulating
and familiarity with at least elemcntary soientifio ideas and their technologioal
applications., More and better general cduoation is needed, not Just technioal—
¥ocational education. A wider spread of education amon; the people is an

important element of industrialization. In this connexion, a warning was raimed

by one participant that funds available for the fundamental education of the

masscs should not be rcduced by over-omphasiming higher education, whioh is very

expensive,

78. In most of these countries changes are needed in the content and methods of
general education - that is, in the ocurriculum. Sochooling should he made more
relevant to the world of work. Experiments are going on in many oountries with

the aim of finding ways to link school activities with work aotivities. These,

of course, are not entirely new ideasy yet they deserve attention. Some participants
thought that, even at the lower levels of sohooling, it is possible to include in
everyone's gencral education some praotical experience with work projects, some
exploration of oooupctional opportunitics and evon some basio ideas on work

PMMNing and management.,

719 The Expert Group agreed that, in relation to industrial development, the

major aim of schools, that is, of institutions &t the primary and seoondary levels,
should not be to produce people trained in advanoe to porform specific industrial
tasks; it should be to produce readily trainable people. Training in specific
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industrial skills aan usually be better and more eoonomioally done in olose
proximity to actual jobs, either by the employing organizations themselves or by
training centres run in close oo—-operation with industry. Reference was made in
this connexion to certain patterns of organization for ocoupational training whioh
are found, for example, in many Latin American countries (the National Service of
Industrial Apprentioeship - Servigo Nacional de Aprendizagem Industrial (NNAI) -
in Bragil; the National Apprentioeship Service - Servicio: Naoional de Aprendisaje
(SENA) - in Colombia; the National Institute of Educational Co—operation -
Instituto Naoional de Cooperaoién Eduocativa (INCE) - in Veneguela; eto.). While
the Expert Group recognised that the organigations mentioned are too large and
complex to serve as direot models for the oruntries at early stages of develop~
ment, certain of the basio ideas behind them ocan perhaps be usefully adapted.

80. The point was made by several partioipants that systematic attempts should
be made to foresee the kinds of manpower needs that will be emerging as a
consequenoce of development programmes and on~going economio and sooial changesi
this ocan help in educational planning and partioularly in the planning of
oooupational training efforts. However, a cautionary note was injeoted to the
effeot that such antioipations are likely to be rather unreliadble. It is there-
fore important (i) to provide for continual "feedbaok" on trends in the labour
market and (ii) to provide for fleXibility, on the basis of a type of general
education that prepares people to learn new things readily, and by adjusting
training and retraining programmes to changing situations.

81. Certain kinds of skills are needed in ncarly all lines of industry,
particularly small industry, which countries at early stages of development are
likely to enter. These inolude, for example, gkills in management, book-keeping
and marketing, An analysis of these and other skill needs in the light of a
country's speoial circumstanoes should be made as a basis for the planning of
training programmes, The kinds of management training whioh will be most help~
ful in countries at early stages of development will generally bs considerabdly
less specialised and make use of less sophistioated teohniques than in the
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relatively more industrialized countries, The skills required for successful
management of a small industrial firm or of a co-operative are to a very large
extent skills in human relations - getting people to work together. In upgreding
production management in most amall enterprises which are making the transition
from "traditional"™ tn "modern" methods, experienoe shows that management training
is best done, not in the abstract, but in close relation to detailed improvement
of the production techniques themselves. The highly speocialized management
training techniques of industrially advanced countries are less applioable and
the role of trainers who know a partioular industry (leather, wood-working, and

80 on) must be greater than in more developed countrien.

82. Séveral members emphasized the desirability, in countries at the early stages
of development, of exploring ways to makeleffective use of radio, television
(when and where it becomes available) and all sorts of other audio-visual aids,
both in general education and in socupational training, The advantage of such
methods is particularly great in those ~oountries where literacy rates are low.

83. Good general education (invoiving, for example, socience laboratories and
opportunities for "hands on" experience in making things) is fairly expensive,
and good technical education and training is much more expensive. The Expert
Group noted that, in the least developed countries, the scarce equipment available
for ncience‘ laboratories and training workshope is often under-utilized — three .
or four hours & day, perhaps — when by more ingenious and eereful planning it
might be utilized more steadily and serve more people. An example was given of
trade training centres operating in a certain African.country, where an
important advantage is that the same equipment is used both for day-time courses
by full-time trainecs and for late-afternoon and evening coursce by people who
work during the day. Many of the training staff — another scarce resouroe =
provide instruction to both groups.
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IV. INTERMATIONAL CO-OPERATION FOR THE PROMOTION OF INDUSTRY
IN THE LEAST DEVELOPED COUNTRIES

Internstional and regional co-operetion

84. The Expert Group endorsed the conolusions and recommendations in regard

i0 the least developed countries made by the United Nations Committee for Development
Planning in its Report on its Seventh Session (E/4990). Although these recommendations
are cf broader soope, most of them can be read in the oontext of the promotion of

industry in the least developed countries.

85. The Group supported, in particular, the conclusion that the establishment
of regional groupings amd of regional institutions would go a long way in improving
the capacity of the least developed countries to benefit from intermational assistance

and co-operation. This is true, among others, of international trade, investment
promotion, and technioal co-operation. Regional arrangements might also lead to
a more rational organisation and structure of industry in the least developed
countries participating in these schemes.

86. As regards international trade, the Group noted with satisfaction the efforts
of the United Nations Conference on Trade and Development (UNCTAD) to reduce trade
barriers and to extend the system of preferences for the benefit of the least

developed countries, to attain a better international division of labour in |
production, especially through suboontracting of certain labour—-intensive producticms
to industries in these countries, and to facilitate the prooessing of raw materials -

near the source of supply. The Group further noted with interest the negotiations
curvently being held by UNCTAD to exolude handicraft and artisan products from the 0
bny: A ptariff nomenoclature classification in order to facilitate the 'exportn of
these products from the least developed countries.

87. In connexion with the local processing of materials for export, one partiocipant
noted that, as & rule, the level of protection against imports of processed rew
meierials in the industrial oountries is very high and increases with the degree

of processing of the imported product. Another participant pointed out that the
tariff structure in some developing countries discourages the looal processing of
aw materials. These obstaclcg however, should not be insurmountable.
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88. The Group recommended that UNIDO co-operate with UNCTAD and the regional
economic commissions in undéi'taking Joint action for the export promotion of
products from the least developed countries. It noted that one pro ject, Jointly
organiged by UNIDO, UNCTAD and the Trade Promotion Centre, is being started in
the United Republic of Tanzania. The Group further urged UNIDO, UNCTAD and the
regional commissions to facilitate the establishment of common facilities for
the promotion of exports from groups of least developed countries having common
trade interests.

89. Considering that a very large number of the least developud countries are
land-locked, the Group sirongly felt that ways and means should be devised to lower
substantially transportation costs, perhaps through a regional transport polioy,
and by helping the neighbeuring maritime countries in improving roads and other
transport facilities used for carrying produots to and from the land-locked
country. For countries that are not land-locked, common facilities should be
established for shipping in crder to hold down freight costs.

90. As regards international financing, the Expert Group noted with satisfaction
that the World Bank group attaches increasing importance to small-scale industry

in the development procees of the developing countries. Also, the IBRD and the
International Development Association (IDA) are becoming less restrictive in their
credit policies by giving incressing consideration to programme lending. The orld
Bank group is ready to chanmel funds to national financial institutions to finance
development projects and is willing to consider the financing of industrial estates.
In this comnexion, the Group also noted that the Inter-American Development Bank has
ovolved global loan programmes implemented in close co-operation with national
development banks, as well as a soft-loan programme. Both measures have proved

to be beneficial to the developirg countries in Latin America. The African
Doevelopment Bank is also starting a similar programme. The Group strongly urged
multilateral as well ms bilateral aid programmes to pay increasing attention %o

the needs of the lcast developed countries, especially in regard to industrial
development and the financing of industry.

91. One participant suggested that the forthooming participation of the United
Kingdom in the European Economic Community might have important implications
for a number of the least developed countries, and thought that there would be




-33-

goope for United Nations agencies to assist these countries in their trade
negotiations with the enlarged ocommunity.

92. The Group felt that information on the oonditions and prospects of industrial
development in the least dsveloped ocountries remains inadequate. Nore comprebensive
and more systematic surveys are called for. The Oroup took note that a mumbder of
such surveys have becn undertaken, such as the restrioted country reports produced
by the World Bank and the reports of the inter-agency missions sponsored ty the
International Labour Organisation (ILO), not all of which, however, oover the
least developed countries. The Group also noted that UNIDO has carried out
industrial development surveys of a number of least developed oountries. The
number of such surveys should be increased, but care should bc taken that the
conduct of the surveys should not place an exocessive bdurden on the administrative
services of the least develcped ocountries. The Group suggested that surveys might
be carried cut by inter-agency missions including, among others, UNIDO and the
regional economic commissions.

93. Finally, the Expert Oroup took note of resolution 2765 (XXVI) on identification
of the least developed among the developing oountries, adopted ty the General
Asmembly of the United Nations at its ourrent session (1563th plenary meeting,

15 November 1971). In this resolution, the General ‘ssembly, amsong other things,
requests organs and programmes of the United Nations, including UNIDO, to

initiate action~oriented programmes, within their respective fields of competence,
in favour of the least developed countries. The Lxpert Group trusted that its
present meeting was a step in this direction. The OGroup suggested that, among
other aotivities, UNIDO might convene in the future a meeting bringing together
technical co-operation experts and other persons serving or having served in the
least developed countries.
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Technical co=operation

94. The Expert OGroup pointed out that the capacity of tho least danlopid
oountries to absord teohnical help is much more severely limited than that of
relatively more advanced countries. The lack of "institutional infrastructure”,
the extreme shortage of trained permsonnel, in particular of suitable counterparts
for foreign experts, the shortage of financial resources to implement the
recormendations of the erpertm, the vagueness of government policies, the
difficulties of ascertaining needs raised drastio limits to the capacity of these
oountries to make effective use of teohnioal co-operation in the two main forms
in which it is provided today to most developing countrizs, i.e. advisory expers
services and fcllowships for training overseas.

95. Some nmodified or new forms of technical co-operation may thus be needed in

the least developed countries. [Ixperts are likely to work thers without counter-
parts, without clear-cut direotives from the govermment and may serve in faot

in exeocutive capaocities. Vhile this is not in accordance with the basio prinoiples
of technical co~operation and while it may de regretted that counterparts would

not be trained to takc over the expert's functions after his departure, this should
sometimes be accepted as an almost inovitable ~tate of affairs. Yet governments
should be urged to provide the scrvices, even on a part-time basis, of officials
able to provide somc assistance to the expert and to sain some knowledge of
promotion work or of oertain types of teochniques.

96. The use of the services of associate experts or United Nations volunteers
in the lcast developed countries should be encouraged. These young educated
people would give support to the more cxperienced expert and, tc some extent,
might substitute for the non-existing counterparts. ‘

97. It was pointed out that the conditions of work of experts in these countries
are extremely diffiocult and that, for that reason, there are special difficulties

in reoruitment. Another problem is thet the experts to be sent to these countries
should have special qualities of endurance and perscveranoce, ad iustment to diffioult
oonditions, and capacity of adapting their knowledge and simplifying their
recommendations and training to make thess more effcctive and more accessidle.

Suoh types of people are particularly scarce. Efforts to recruit younger sxperts
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should definitely be made, and some new sources of recruitment - such as industries
or institutions willing to second young engineers, economists or business
administrators - might need to be approached.

93. To the extent ‘pouible, the services of experts should be provided with a
longer perspective than in the relatively more advanced oountries. Vhat is
important is not sc much the duration of the mission of an individual sxpert -
though it might need to be longer than in other countries - as oontinuitj in
providing expert services over the long run. In view of the difficulties in
recruitment, onc expert or a pool of experts could sometimes provide servioes to
several countries.

99. While experts would be attached to the usuel national institutions -

Ministry of Industry, extension service (where it e_xistu) or development corporation =
it might be useful, in some cases, to attach experts - engineers and economists -

to finanocial institutions. One reason for this is that technical assistanoe in

these countrics, especially that of a technologioal chsracter, would almost

inevitably have financial repercussions and this would contribute tc oreating a _:
closer link between technical and financial assistance. Another reason is that |
the financial institutions in these ocountrics are usually the best organised and
the most effective. Spccial training programmes might be organised by experts
for both bank officials and extension officers.

100. Another means of strengthening the links betwsen technioal and financial
assistanoe is to undertake joint missions by UNIDO experts and experts from the
IBED group of organisations, cspecially the IDA, or other international or
regicnal finanoial organisations. Since banking institutions do not, as a rule,
undertake tho preparation of feasibility or pre-investment studies, the work of
UNIDO oxpértl in this area should be carriod out in olose ob—operation with inter-
national as well as national finanoial organisations. In a general way, the
Txpert OGroup felt that the provision of multi-disciplinary teams of experts -
which ni.ht' frequently involve the co-operation of several organizations of the
United Nations family - would be particularly beneficial to the countries under
consideration.
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101. JAgain beoause of the laok of counterparts and of the uncertainties of
government diroctives and action, inoreasing resort of Operational Assistance
(OPAS) personncl would appear to be called for. Under this system, foreign
specialists work usually as government civil ssrvants with exeoutive funotions
and responsibilities. The excess of their remuneration over the salary paid by
the government is covered by the United Nations. The Expert Group noted that
the OPAS system, in its present form, has several drawbacks as a result of which
” competent people are not attracted by it. The system does not offer them all the
" benefits given to United Nations experts. Some modifications to the OPAS mystem
thus appear to be desirable.

102, Thc Expert Group was of the view that the OPAS system should not be roestricted ¢
supplying civil servants to the developing countries. In vicw of the serious
shortage of skilled industrial managers in thece countries, especially in the
least developed ones, the OP.S mystem should be used by UNIDO, at the request of

! governments, for providing mnanagers for industrial enterprises. The Expért Group

‘ took note that the provision of managerial talent by the International Executive
Service Corps (IESC) to industrics and other undertakings in the developing
countries had been generally effective and recommended that governments should

k’ request such agsistance under a suitably modified OPAS system. It also rcoommended
if that UNIDO and UNDP should stimulate the submission of such requests by '

‘ governments. It noted that executive personnel might also be needed in connexion
with UNIDO's "partnerships" project and reocommended co=ordinated acotion under

the two schemes.

é 103. ™e Expert Group considered thet, in addition to the efforts of extension

’ oentrcs and other promotional inatitixtionu in the lcast dweloﬁd'oa\mtrin.

there should be some possibilitice of mustering the co-operation of professional

{ and business associetions — chambers of commerce and industry, industrial

4 ;t federations and so on - where thoy exist, for providing not merely proteotion
and representation of the interesf;s of their members, but also promotional aotion




-137-

for the establishment of new industries, the modernisation of existing ones,
the training of entrepreneurs, the promotion of subcontracting and so on.
Some special inceniives might need to bde given by the government © these
associations to achieve this result. Another possidility is to enlist the
co-operation of established expatriate industries. At some stage in the
future, self-help action among indigenous enterprisea should be promoted.

104. The evaluation of teochnical co-operaticn projects, whioh is needed in all
developing oountries, is of special importance for operations in the least
developed oountries. Indeed, the lcssons acquired in some of these countries
would often be of use in others. The Experi (roup recommended that such
evaluations be undertaken in as many of these countries as possidble and that,
in time, several evaluations be carried out in tho same oountry,
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